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In pursuit of excellence, efficiency and equity
in India’s higher education landscape

Prof. Deepanshu Mohan & Dr. Ayona Bhattacharjee

Thomas Jefferson, third President of the United States, once said: “He
who receives an idea from me, receives instruction himself without
lessening mine; as he who lights his taper at mine, receives light without
darkening me”. Jefferson conceptualises here and in his own words the
idea of what we define today as a public good. While Knowledge in its
creation and dissemination is widely recognised as a public good, the
role of higher education often remains seen as a quasi-public good, i.e.,
a good involving the distributive role of both private and public

agencies.

Over the last decade, the Indian higher education landscape has seen
rampant privatisation across a series of [federated] states. This happened
for a variety of reasons such as the rise of edupreneurs (i.e., those
engaged in providing education through private financing); the lack of
state-funded public investments made in higher education (visible from
a low public expenditure to GDP ratio); and the promotion of a “not for
profit” public-private model to increase the availability of economic

resources for higher educational services (particularly in urban areas).

Figures 1, 2 and 3 support this trend through empirically drawn facts,
illustrating a wider distribution of students studying across private
educational institutes (mostly in urban areas) at both primary and higher
education levels. For simplicity, we consider all government-aided or
financed institutions as public and all non-government-aided or

privately financed institutions as private (in the data extracted below).
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Figure 1: Types of Institutes for higher education in India
(2014-15)
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Source: Ministry of Human Resource Development, Government of India

Figure 2, which presents a spatial distribution of students in public vs. private institutions across
states, gives us a mixed picture. States with a higher per capita income and with more private
investments in higher education (among others, Kerala, Tamil Nadu, Maharashtra, Gujarat, etc.)
have more students studying in private institutions, while states with a lower per capita income and
in the absence of investments in higher education are largely dependent on public institutions

(funded by either state or central government, or both).

Figure 2: Per 1000 distribution of students by type of institution for graduation & above
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Source: NSSO 715t Survey Round (2014); the states/UTs have been arranged in decreasing order of
distribution of students in public institutions.
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These trends, accompanied by a benign outlook towards India’s educational policy, have ominously
dissolved the public good nature of knowledge dissemination, since the system asymmetrically
suffers from problems of excludability and rivalry — both definitive features of a private or (quasi)

private good.

Figure 3 (below) shows an increasing concentration of urban students in private (or non-
government aided) institutions at primary and secondary levels; in rural areas, public (or
government-aided) institutions feature a higher concentration of students in primary and secondary

levels.

Figure 3: Per 1000 distribution of students by type of institution and levels of

education
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Source: NSSO 715 Survey Round (2014)

The (quasi) public good nature of higher education

A Public good is defined in economics as a good or service that an individual can freely consume
without reducing its availability to another individual. Examples of public goods include supply of
clean drinking water, drainage systems, national defence goods, public parks, etc., public goods or
services are principally seen as non-rivalrous (i.e. their consumption should not reduce their
availability for others’ use) and non-excludable (i.e. they should be available in sufficient quantity
for every sovereign’s consumption purpose); for these reasons they are to be and remain financed
by the state (via tax or non-tax revenue). In contrast, a private good is rivalrous and excludable in

nature. Quasi-public goods or services (often related to education and healthcare) remain
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categorised somewhere in between the features of private and public goods which can have features

of excludability with/or rivalry or vice-versa.

The public good nature of knowledge in its educative capacity across primary, secondary, and
tertiary levels has been justified in a wide range of analytical work (see Arrow, 1962, 1993). In the
case of higher education, as educational knowledge is deemed non-rivalrous, there is a zero
marginal cost from an additional, individual enjoying the benefits of any knowledge. An efficient
use of information negates private provisioning as efficiency implies charging a price of zero. This
is one of the main reasons why public provisioning of education (at both higher and primary levels)

is advocated as a better option than a market-based (private) provisioning system.

One may ask, however: given the strong arguments and widespread evidence (including that
presented above) supporting the need for public provisioning of education, why do we see a
greater shift in policy attitude towards privatisation of educational services across India (and

other developing countries)?

The crucial difference or problems related to public and private provisioning of education lies in
terms of optimising problems of both efficiency and equity. It does not matter which entity (public
or private) provides economic and social support (in providing higher education) as long as an
efficient, equitable process is culminates in a comprehensive and productive learning environment.
Defining these two problems of efficiency and equity in context of higher education is therefore,

vital.

As Arrow (1993) argues, in higher education the problem of efficiency is more related to what we
should be efficient about than whether we should be efficient. In the case of equity, meeting some
pre-defined set of egalitarian considerations for student admission (in order to avoid excluding
anyone else who is deserving) becomes more controversial as only some students (female or male),
specifically those with fee-paying capabilities and entrance exam merit are admitted to the

institution.

It seems more viable, then, to invest more heavily on the knowledge content of higher education in
order to make the process of learning efficient and equitable than solely deal with the problem of

accessibility (as egalitarians may argue). It is inevitable in developing societies such as India for
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higher educational institutions (public or private) to exclude a margin of people or be unable to

admit everyone who can potentially gain from educative services offered.

From a policy perspective, it would be useful here to design a goal-oriented higher education policy
framework. A clear strategy is needed to provide a system for higher education that successfully

addresses problems of efficiency and equity, in a most optimum and feasible way.

A goal-oriented higher education policy framework

When striving towards excellence, there are three foundational goals to achieve for any higher
education institution today (private or public). The first is (a) meeting the demands of society for
trained, skilled individuals. The second, (b) is the full development of individual talents (and
individual selves) as a culminating outcome. The third, (¢) is the inculcation of social values in the
each individual, thus guaranteeing a better societal future (in areas such as environmental

awareness, sustainable development, gender parity, technological advancement, etc.).

Economists and most policy makers tend to focus more on goal a) for concerns related to the
economy and the human capital development process, leaving goal b) and c) by the way aside. The
role of the state or of private enterprise (even if driven by productivity-based, profit-related
motives) is to guarantee adequate focus on prioritising goals b) and c), so important to create
positive social externalities. The goals of a must be considered lower priorities than those of b and

¢, not vice-versa; nor should it be expected that the fulfilment of a) will lead to b) and c).

This framework of goal-oriented policies for quality higher education may also help in dealing with

both efficiency and social equity considerations through some of the following policy options:

In ensuring what we should be efficient about, another issue of elitism is relevant. Both, the
knowledge content transmitted within the university and the rules for new admissions should
be determined by those who are already part of the institution, not according to any pre-
defined centralised standard-based system that may allow any form of elitism to thrive (in
either selection or promotion processes). The “plurality of directions for education” and
“standards of excellence” to be achieved in decisions on who can teach, what is taught, on

what basis a student is admitted, etc. Imperfect can be best understood by the teaching
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institutions themselves. A self-entitled, self-regarding and self-satisfied elite of university
professors (as members of a committee) will not respond well to new ideas or new problems

pertaining to new kinds of students.

An appropriate egalitarianism in the selection process for students and faculty members is
most essential for efficiency. Selection made on the basis of race, gender, caste, or family
ties and friendship was a standard practice of the past which still remains present (even if
only to a limited extent) across many universities. As Arrow (1993) argues, “Imperfect
selection (of students into universities) may arise out of deliberate attempts to control access
by the university itself” (as suggested here). Entry of students into a university (public or
private) cannot be based on the student’s parents’ social position, wealth or “accidents of
dress or accent”; the improvement of admittance procedure and entrance grade testing
methods are essential. Furthermore, in looking at the evidence, there is hardly any
correlation (with implications for causation) between students’ scores on entrance tests and
course grades (studied during the degree); this brings into question the very validity of the
use of and standards for university level entrance tests. At the same time, there is little
correlation between grades scored by students in courses undertaken during their degrees

and incomes earned after the degree.

Towards a cost-based model of efficiency in higher education: There is a way to design a
studentship-based university admission model where students admitted to a university must
be able to pay the full costs of their education (in a time-bound, long-run period subject to
deliberation) through a credit scheme (socially engineered by agencies of the state). It seems
quite feasible for the government (or even privately funded enterprises) to advance financial
support to a student for her/his higher education, given that the student pays it back with a
minimal interest over the period during which she/he earns money (after completing the
graduate degree). The amount any one student pays may be proportional though earned
income. Of course, such a studentship model requires much deliberation and needs to factor
various socio-economic considerations. However, from the perspective of costing university
education (with depleting state-financed resources), such a model seems vital for promoting
efficient learning while meeting equity considerations without unnecessarily excluding any

group of students (at time of admission).
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Enhancing role of the State: Figure 4 below indicates a declining trend in public expenditure
on higher education (as percentage of GDP). Government support to higher education (with
primary education) in form of infrastructural support, tax incentives, studentship schemes
(discussed above), etc., is vital for the quality and standard of higher education. The state
can also play a vital role in developing “ethos of social stewardship” amongst students while

keeping the plurality of social values and society’s future in mind.

Figure 4: Public Revenue expenditure (% GDP)
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Conclusion

There is no doubt that dealing with problems of efficiency and equity in the content and
accessibility of higher education in India (and other large, developing countries) is a complex
subject of discussion and policy consideration. However, in the pursuit of academic excellence built
on inculcating principles of democratic accountability, public reasoning and impartial critical
scrutiny on addressing issues of efficiency and equity (to minimise any form of elitism) warrants an

urgent dialogue, so as to reinvent the wheel of higher education across India.
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