
MA EDUCATION AND

INTERNATIONAL DEVELOPMENT

What is the Role of Tertiary Education in

Promoting Economic Development in India?

I hereby certify that this Research Project, which is 9, 962 words in length, has

been composed by me, that it is the record of work carried out by me and that

it has not been submitted in any previous application for a higher degree. The

Project was carried out by me in London from August 2012 to April 2013

towards fulfilment of the requirements of the University of London’s Institute of

Education for the Degree of Master of Arts, under the supervision of Dr Marie

Lall.

Name of Candidate: Richard Charles Copeland Davies

Candidate ID: DAV11087887

Signature of Candidate: ………………………….……….. Date: …19/04/13….

rdavies01@ioe.ac.uk



2

CONTENTS

Abstract…………………………………………………………...3

Abbreviations…………………………………………..……......4

Acknowledgements……………………………………………..4

1.0 INTRODUCTION: The big bang………………………………. 5

2.0 BACKGROUND ANALYSIS: Crouching Tiger?….…...........7

3.0 METHODOLOGY: Macroeconomic analysis ………………13

4.0 GLOBALISATION THEORY: Corporate Government?....... 15

5.0 STATISTICAL ANALYSIS……………………………………… 20

6.0 DISCUSSION

6.1 FIRST PRINCIPLES: Mapping the HE Landscape………… 26

6.2 MARKET FORCES: The role of the private sector..……….28

6.3 CHARTING THE NEXUS: HE & Economic Development... 32

6.4 POST-BRAIN DRAIN: From threat to Opportunity………...38

6.5 BEYOND GROWTH: A holistic perspective on HE……….. 42

7.0 EVALUATION

7.1 SHORTCOMINGS……………………………………………….. 44

7.2 POLICY PRESCRIPTION & AGENDA SETTING DICHOTOMY..45

8.0 CONCLUSION………………………………………………….... 47

9.0 BIBLIOGRAPHY………………………………………………….48

10.0 APPENDICES

APPENDIX A…………………………………………………… 56

APPENDIX B……………………………………………………. 57

APPENDIX C……………………………………………………. 58

APPENDIX D……………………………………………………. 59

APPENDIX E……………………………………………………. 60

APPENDIX F……………………………………………………. 61



3

ABSTRACT

Secondary analysis of macro-economic data from the World Bank is

conducted in order to investigate the role of tertiary education in promoting

economic development in India since the neoliberal economic reforms of the

1990’s. Globalisation Theory provides the theoretical framework to analyse the

economic rationale for expanding Higher Education (HE), by incorporating a

greater role for the private sector and directing a greater proportion of public

funds towards specialised Institutions, as an instrument through which to

realise economic growth and emerge as a key player in the global knowledge

economy.

Comprehensive background analysis reveals that globalisation manifests itself

in HE through commercialisation, privatisation and capitalisation which are

driven through financial considerations rather than a coherent strategy for

improving education. The de facto privatisation of HE in India, which emerges

against a background of reduced government investment, appears chaotic and

unplanned. In 2005 the government belatedly began to recognise knowledge

as the key driving force in the 21st Century and the National Knowledge

Commission it created has helped influence educational policy by emphasising

the importance of HE not only in contributing to economic development but

also social progress and political democracy (NKC, p62, 2009).

Statistical analysis reveals significant correlation between enrolment in HE and

economic growth over the period but cautions that HE is only part of socio-

economic policy and that additional research is required to prove causation.

Establishing HE as a necessary, but not sufficient, precondition for economic

growth, an education production function is developed which incorporates

other precipitant factors, such as digital communications infrastructure,

innovation, and a business friendly regulatory environment. Only by

considering investment in HE in consort with these other components of socio-

economic policy prescription, and in conjunction with action to address market

failure in the sector through the introduction of a credible and universal system

of quality assurance, can India seek to maximise the contribution of HE to

economic development.
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1.0 INTRODUCTION: The big bang

In 1991 the Indian government adopted a series of market-orientated policies

that would fundamentally change the course of the country’s economic

strategy by embracing liberalisation, privatisation and globalisation (Agarwal,

p406, 2009). In the market for Higher Education (HE), this manifested itself as

a rolling back of the state, which constrained supply at government institutions

and government-dependent private institutions, at the same time as demand

for HE began to grow due to perceived increased rates of return and access to

the global knowledge economy (Nambissan & Lall, p19, 2011; World Bank,

pxvii, p2002; Levy, p3, 2003). The ‘Private universities establishment and

regulation’ bill in 1995 made provision for the state to cede financing and

ownership of HE to private and government-independent institutions and, over

the past decade, there has been a de facto privatisation in parts of the HE

system (Singh & Purohit, p50, 2011; Kapur & Mehta, p2, 2007). Private

colleges have proliferated to cater for the excess demand but are blighted by

concerns over quality assurance; the flagship, government funded, Indian

Institutes continue to set the benchmark for providing students with world class

technical and management skills to compete effectively in the knowledge

economy (Silverstein & Singhi, 2012).

The aim of this project is to investigate the role of HE in promoting economic

development in India. It will employ Globalisation Theory as a theoretical

framework to explore the rationale for developing HE by introducing a greater

role for the private sector but, also, investigate claims that this ‘privatisation’

has emerged as a result of the state’s financial exhaustion rather than long-

term strategic planning (Robertson et al, p117, 2007; Carnoy, p20, 2006). It

will begin with a detailed examination of the long-term trends in HE and the

extent to which these have emerged as a result of the economic reforms in the

1990’s and the findings from the National Knowledge Commission in 2009. It

will then discuss the methodology employed to complete the statistical

analysis of the macro-level economic data and explore the key tenets of

Globalisation Theory. The findings from the statistical analysis are then

presented and consolidated including the principal result that HE and

economic development are correlated to a statistically significant extent.
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The first part of the discussion conducts a detailed examination of the different

types of public and private institutions before exploring the trend of increasing

private professional education. It then builds an education production function

to model how investment in HE can be maximised, before investigating other

important findings from the statistical analysis and their potential impact on

economic development. The evaluation will briefly consider the shortcomings

of this project before trying to reconcile policy-prescription with the agenda

setting dichotomy; essentially juxtaposing the government’s goal of

establishing a skilled workforce with the neo-liberal policy prescription of

reduced state intervention (King, p53, 2004; Tilak, p51, 2005).

The paper will conclude with a brief summary of the key findings and the

implications for the Indian government if it is determined to equip its vast

human capital stock with the skills necessary to fulfil its potential as a key

actor in the global knowledge economy.
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2.0 BACKGROUND ANALYSIS: Crouching Tiger?

“In a world based on science and technology it is education that
determines the level of prosperity, welfare and security of people.”

(The Kothari Commission, 1966)

Since Independence, the Government of India has recognised the pivotal role

of education in development citing it as the single most important factor in

achieving rapid economic development and technical progress, and making it

an integral part of development planning since the inception of its Five Year

Plans (FYP) (Tilak, p8, 2005). It inherited a limited and elitist HE system

comprising fewer than a million students in 20 universities and 500 colleges,

but HE is now crucial to India’s emergence as a major player in the global

knowledge economy and, accordingly, it has experienced considerable growth

evolving into the world’s third largest provider with 14 million students enrolled

in 370 universities and more than 18,000 colleges (World Bank, p1, 2008;

Agarwal, pxiv, 2009). This empowers the nation directly, through promoting

innovation and skill development necessary for participation in the expanding

knowledge economy, but also indirectly, through fostering social cohesion and

mobility (Carpentier et al, p128, 2011).

Whilst the inchoate Indian government recognised the importance of HE for

generating skilled manpower geared towards the needs of development, both

economic and human, its financial commitment over the past half-century has

not been commensurate (Tilak, p22, 2007) and was highlighted by former

Prime Minister Nehru who declared: ‘if all were well with our educational

institutions, all would be well with the nation’ (Tiwari, p87, 2007). Table 2.1 and

Figure 2.2 illustrate spending on HE as a proportion of education expenditure

for each of the FYPs and show that, from an initial 9% of the overall budget,

investment broadly increased for the first five plans before being reduced and

levelling off in the 1990’s when the government considered the HE sector

sufficiently developed to meet the nation’s requirement - the remaining unmet

demand was not deemed economically viable or desirable vis-à-vis the greater

rates of return to investment in primary education1 (Tilak, p27/51, 2007;

Thomson, p4, 2008).

1
The social return of primary education is 25% vis-à-vis 1% in HE (Tilawi, p94, 2007)
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Table 2.1: Education Expenditure by sector (Tilak, p24, 2005)

Figure 2.2: HE Expenditure (World Bank, p9, 2008)
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In 1991 a balance-of-payments crisis precipitated India’s first batch of

liberalising economic reforms in which it adopted the market-orientated

policies of economic liberalisation, privatisation and globalisation (Agarwal,

p406, 2009). The World Trade Organisation’s (WTO) education agenda of

commercialisation, privatisation and capitalisation embodies these neoliberal

reforms by incorporating a central role for markets which are able to respond

more effectively to local conditions in order to enhance performance

(Rikowski, p8, 2002; Olssen & Peters, p316, 2007). In so doing, globalisation

has precipitated the transition of HE from ‘temples of knowledge’ that act as

agents of social change and transformation for the benefit of the wider society,

to a ‘commodity’ marketed across borders under the General Agreement on

Trade and Services in a global business that now constitutes a trillion Dollar

industry (Raj, 2000; UNESCO, p3, 2007; Kaul, p9, 2006).

The confluence of globalisation, the increasing importance of knowledge as

the main driver of growth, and the information and communication revolution

has resulted in governments scaling back HE investment, thus constraining

supply, whilst demand for HE continues to grow due to perceived increased

rates of return and access to the global knowledge economy (World Bank,

pxvii, p2002; Levy, p3, 2003). In India, a proliferation of private colleges

emerged to cater for this excess demand (Appendix A, p56; Table 6.2, p27)

but it became apparent that, without controls, the implementation of the WTO

agenda would lead to a spectrum of quality (Agarwal, p112, 2009). A two-tier

system emerged with the top 1% in elite institutions while the other 99% attend

institutions that churn out students at low cost, factory style, epitomising the

metamorphosis in the role of universities and colleges from agents of social

change to ‘knowledge industries’ (Silverstein & Singhi, 2012; Tiwari, p90,

2007). Unfettered, the logic of business is incompatible with the logic of

education as the private interests of individuals, perpetuated by educational

consortia, have prevailed over social needs leading to a sub-optimal

equilibrium (Lall & Nambissan, p8, 2011). The current role of the state in HE

has evolved from one of provider to one in which it maintains a strong role as

regulator using the market as a control mechanism (Lall & Nambissan, p4,

2011; Olssen & Peters, p315, 2005).
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The neo-liberal reforms reclassified HE as a quasi-public good leading to

reduced government spending, in relative and absolute terms, which was

compounded by the absence of any clear, coherent, long-term planning

perspective and is indicative of policy makers in the 1990’s and the first

decade of the 21st Century who subscribed to the general presumption of a

weak or negligible role for HE in promoting economic development (Carpentier

et al, p136, 2011; Tilak, p1/52, 2005). Research exploring this relationship in

the context of India, however, repudiates this arguing that HE is important not

only for economic growth but, also, poverty reduction and improving infant

mortality and life expectancy (Tilak, p1, 2008; Section 6.5 p42).

Where once skills were recognised as a key lever for prosperity and fairness

and material forces dominated growth, globalisation has lead to the situation

where countries can outsource their material production and concentrate on

Research and Development (R&D): increasingly skills are the key lever

(Brown et al, p132, 2008b). As the rate of technology transfer increases, the

link between education and economic growth strengthens because scientific

knowledge accelerates the pace of technological innovation transforming

societies from simple to complex divisions of labour, and education systems

from mass elementary to mass HE in a phenomenon termed the ‘educational

gospel’ (Sab & Smith, 2001; Brown et al, p131, 2008b).

Technological advances have led to information societies in which economic

growth is predicated on knowledge, and it is HE that provides the human

capital for knowledge production, dissemination and absorption (UNESCO, p2,

2007; Thomson, p4, 2008). As future economic growth is realised more

through R&D than knowledge-based goods per se, the pendulum interplay

between HE and globalisation looks set to continue (Thomson, p4, 2008). At

some critical threshold of development, human capital evolves from a direct

impact on labour productivity to an indirect one as the capacity of the labour

force to manage innovation and technological progress increases (Carnoy,

p11, 2006). Reaching this threshold may no longer require the traditional

sequencing of education, from universal Primary to mass Secondary to mass

Tertiary, but knowledge societies cannot be created without first having a

network of dynamic and quality HE Institutions (HEIs) (Tilak, p58, 2007).
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HE is adopting an increasingly important role in the development process and

this is reflected throughout the contemporary literature (Thomson, p4, 2008).

Participation rates in India are currently 11% but Prime Minister Singh argues

that, to be the centre of activity with respect to the knowledge economy, HE

must now receive the attention it deserves and advocates increasing the

Gross Enrolment Ratio2 to 15% by 2015 (Brown et al, p136, 2008b; NKC, p63,

2009). This target represents a step in the right direction, however a 4%

increase is equivalent to an absolute increase in the student population of 7

million students; achieving such an expansion whilst maintaining quality is a

significant challenge (Lall & Nambissan, p14, 2011). Nonetheless, recognising

the importance of knowledge as the key driving force in the 21st Century, and

that India’s ability to emerge as a globally competitive player would depend

substantially on its knowledge resources, Dr Singh established a National

knowledge Commission (NKC) in 2005 to prepare a blueprint for reform of

knowledge related institutions to meet the challenges of the future explaining:

“The time has come to create a second wave of institution building
and of excellence in the fields of education, research and capability
building” (NKC, p4, 2009).

Global labour markets and technological changes offer India an opportunity

which it is slowly taking advantage of (Agarwal, p44, 2006). With global

distribution of labour it has a competitive advantage vis-à-vis developed

economies, moreover, the world-class agenda of developing pioneering Indian

Institutes has engendered a sustainable competitive advantage in R&D

(Brown et al, p4/8, 2008a; World Bank, p18, 2008). By leveraging its rich pool

of human capital with specialised HEIs and a significant English-speaking

population, India exhibits a strong revealed comparative advantage in services

(Agarwal, p44, 2006). Under these conditions it is possible for India to erode

the North’s monopoly in high-tech sectors in a phenomenon termed ‘human

resource leapfrogging’ which enables the economy to more easily ‘catch-up’

with advanced economies (Freeman, 2005; Carnoy, p6, 2006).

2
See Appendix E, p60
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As HEIs gradually recognise the sovereignty of internationally mobile students

seeking the best deals in the same way that companies scour global markets

for capital and labour, they will be forced to compete on quality which will

become the key metric to inform student choice (Tiwari, p96, 2007; Rena,

p315, 2010). They will also have to react to the demands of the private sector

which, as the principal employer, will only employ individuals with the requisite

skills and competencies (Neubauer & Kuroda, p8, 2012). This phenomenon

manifests itself in the literature as ‘Digital Taylorism’ - a second industrial

revolution whereby the principles of breaking down processes and products

that can be recombined in a tailored, automated fashion (the hallmark of the

industrial revolution) are applied to the service sector through the extraction,

codification and digitalisation of knowledge (Brown et al, p138, 2008b). In this

new form of capitalism, HEIs will need to innovate through, for instance, a

more personalised and modularised system of education with relevant skills

and curricular in order attract students and enable them to compete

internationally (Vincent-Lancrin, 2008).

The three focal themes of the government’s 11th FYP are expansion, inclusion

and excellence, however, following the reforms of the 1990’s and the

doctrinaire belief in free markets that predicates this, the government is facing

an agenda setting dichotomy: how to reconcile a desire to widen access and

participation, in order to compete in the knowledge economy, with the neo-

liberal policy prescription of slowing down public expenditure in HE (Yadav et

al, p38, 2011; Agarwal, p456, 2009).
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}

3.0 METHODOLOGY: Macroeconomic analysis

A statistical analysis of secondary data comprising macroeconomic indicators

from the World Bank’s publicly available World dataBank, the OECD and the

UNDP was completed for the period from the early 1990’s onwards (World

Bank, 2012; OECD, 2008; UNDP, 2012). To ascertain the extent of any

relationship between HE (and its application through new technology) and

economic development, the following indicators were selected (Appendix B,

p57):

 EDUCATION

 School enrolment, pre-primary (% gross) Benchmark comparison

 School enrolment, primary (% gross) with other sectors contrasts

 School enrolment, secondary (% gross) role of HE with education

 School enrolment, tertiary (% gross) generally

 ECONOMIC POLICY & DEBT

 GDP Per capita (current US$)

 Service exports (BoP, current US$)

 Trade in services (% of GDP)

 INFRASTRUCTURE

 High-technology exports (current US$)

 Internet users

 Mobile cellular subscriptions

 Patent applications, residents

 LABOUR & SOCIAL PROTECTION

 Net migration

 Emigration rate of tertiary educated (% of tertiary educated population)

 Human Development Index (HDI)

This data was then exported to excel (Appendix C, p58) through the World

dataBank’s ‘Get data’ feature (Appendix D, p59) which enabled greater

statistical and graphical analysis.

The Gross Enrolment Ratio (GER) for tertiary education is taken as a proxy for

the role of tertiary education over the period as focusing on government HE

expenditure would have been misleading, revealing decreasing levels of

investment (Table 2.1, p8). GER is predicated on absolute enrolment

expressed as a percentage of the age cohort (Appendix E, p60) enabling it to
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accommodate expansion of HE through private providers in spite of decreased

levels of government expenditure. GDP per capita is taken as the measure of

economic development as this is able to account for the considerable

population growth over the period and is grounded in solid macroeconomic

fundamentals. By comparing these two variables graphically over time, using

chart tools on Microsoft Excel, it is possible to demonstrate the nature of the

relationship between HE and economic development. The extent of any

correlation can then be quantified through a regression analysis using

Microsoft Excel’s ‘Data Analysis’. To explore the role of HE specifically, the

growth of all education sectors will also be shown alongside per capita GDP

growth to establish if HE is merely a proxy for government spending on

education overall or its impact is more pronounced.

Given the role of HE in developing highly skilled professionals in areas such

as computer science and engineering, metrics including the number of patents

filed, high-tech exports and trade in services will be analysed, alongside

measures of digital communications infrastructure, to investigate the extent to

which the skills inculcated at universities and colleges are being transferred

and applied to the real economy. Similarly, data from the World Bank on the

net migration rate will also be considered to examine emigration, especially

amongst those with tertiary education, in order to elicit the extent to which

these skills are being applied to the Indian economy as opposed to being

transferred to other developed economies through a ‘Brain Drain’ (Appendix B,

p57; cf. Rizvi & Lingard, p179, 2010).

By investigating the relationship between enrolment in HE, the application of

the skills learned in HE to the Indian economy, and the country’s economic

growth, it will be possible to construct a more accurate understanding of the

role of HE in contributing to economic development in India, and ascertain

whether the reorientation of public spending towards HE initiated by the 11th

FYP is likely to help sustain India’s recent economic development (Agarwal,

p166, 2009).
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4.0 GLOBALISATION THEORY: Corporate Government?

“Globalisation is everything and its opposite. It can be incredibly
empowering and incredibly coercive. It demonstrates opportunity and
demonstrates panic. It makes the whales bigger and the minnows
smaller. It leaves you behind faster and faster and catches you up
faster and faster”.

(Friedman, p406, 2000)

Globalisation itself is neither inherently good nor bad and although it has

tremendous potential to act as a force for good, lifting millions of the World’s

poor out of poverty, unless it is managed effectively it is unlikely to realise

such benefits and risks further marginalisation, impoverishment and

unmitigated disaster (Stiglitz, p20, 2002; DFID, p15, 2000). In the short to

medium term, as developing countries embrace free market economics and

dismantle barriers to global sales, production and investment, the most

efficient are able to earn the most but the opportunity cost of this is an

increase in inequality (Doyle, p197, 2007). India’s former President laments

the tremendous social inequalities that have accompanied economic growth

juxtaposing the giant factories against the squalor that surrounds them, and

the hovels of the poor from which satellites are launched noting that India has

become a polarised society in which the unabashed, vulgar indulgence in

conspicuous consumption by the nouveau-riche has left the underclass

seething in frustration (Narayan, 2000). He argues that the economic forces of

liberalisation, privatisation and globalisation must also accommodate the

unempowered to allow progress towards ‘Equality of Status and Opportunity’

(Narayan, 2000).

Within the literature no single account of globalisation has acquired the status

of orthodoxy rather competing theories vie for dominance in a ‘clash of

globalizations’ (Held & McGrew, 2002; Hoffman, 2007). At one end of the

spectrum, ‘hyperglobalists’ predict a borderless world in which globalisation is

based on technological advances which facilitate rapid convergence in

economic and political organisation and in culture, and in which an

increasingly redundant national economy is superseded by a single global

economy dominated by transnational companies (Green, p9, 2007; cf. Reich,

1991). Analysis of the 100 most powerful global economic entities lends

support to this perspective revealing 51 are multinational corporations (Kuper,
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p227, 2008). At the other end of the spectrum are the ‘sceptics’ who argue that

globalisation has been oversold and that its historical and theoretical

significance has been exaggerated (Stiglitz, 2007). Some even assert that the

rapidity of the return to ‘normality’ and a significantly de-globalised world

following the 9/11 terrorist attacks, and the subsequent War on Terror,

demonstrates the intellectual bankruptcy of globalisation as a description,

explanation and ideology of world order and that it never actually existed

(Rosenberg cited in Held et al, p2, 2007).

The transformationalist school emerges as the near-consensus position

recognising the executive power of the nation-state, both in its own right but

also through its capacity to exert control in supra-national institutions, and also

that globalisation remains far more institutionally entrenched than the sceptics

realise and how, alongside cultural particularism, it is undermining the nation

state (Green, p10, 2007; Held & McGrew, p4, 2007). The transformationalists

recognise that we are in an increasingly interconnected world which can be

mapped through financial indicators such as patterns of global trade (Fig. 4.1)

and communication (Fig 4.2) that have been facilitated by the revolution in ICT

(Held, p243, 2010). Accordingly, globalisation will be defined as:

“..a shift or transformation in the scale of human organization that
links distant communities and expands the reach of power relations
across the world’s regions [which] can be mapped by examining the
expanding scale, growing magnitude, speeding up and deepening
impact of transcontinental flows and patterns of social interaction.”

Held (p1, 2004)
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Figure 4.1: Predicted growth in Global Trade Flows (Ernst & Young, p41, 2011)

Figure 4.2: Global Communication Flows (Butler, 2010)

Irrespective of the precise nature and institutional architecture of globalisation,

there are a series of ‘deep drivers’ that will continue to operate for the

foreseeable future including the global ICT revolution; global markets in the

knowledge economy; and economic migration (Held, p243, 2010). These

particular ‘drivers’, representing technology and information dissemination, can

be thought of as pre-requisites for a knowledge economy which the World

Bank (p2, 2003) explains is predicated upon four pillars, including an

‘educated and skilled population to create, share, and use knowledge’.
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Knowledge economy discourses are synonymous with competitiveness

agendas and the expansion of post-primary education: in order to create,

acquire, disseminate and employ the relevant knowledge for effective

economic growth a knowledge economy must be able to draw on higher

education in engineering and science, and higher-level teaching and research

(Robertson et al, p117, 2007). The level of education a country’s citizens

receive therefore has a critical role in determining the extent to which it can

benefit from globalisation as this dictates its ability to participate in the

profound technological changes, technology transfer and information

revolution which characterise it; new technological advances are clearly of little

value to countries that have very few skilled workers who know how to use

them (Becker, 2008).

Competition among states for resources (natural and human) has exacerbated

as the principles of the market are increasingly prevalent in dictating policy

and practise in education (Kumar, p3, 2004). Carnoy (p59, 1999) explains:

“… globalization enters the education sector on an ideological

horse, and its effects on education and the production of

knowledge are largely a product of that financially driven, free-

market ideology, not of a clear conception for improving education.”

By specialising in a particular area in which they enjoy a comparative

advantage, globalisation enables HEIs to realise an increase in the quality of

education (Berstein, cited in Kumar, 2004; cf. WTO, 2011). Specialising in

professional education in ICT, engineering, medicine and management has

enabled India's elite Institutions to capitalise on the emerging global

knowledge economy and enjoy considerable growth (Sharma, 2011; Section

6.2 p28).

In summary, Globalisation Theory predicts a decreased role for the state and

asserts that commercial pressures will enter the arena of public service

provision and that, ungoverned by national borders, market forces will become

paramount (cf. Lall, 2012). Where states were once masters of the markets,

now it is the market which, on many critical issues, is the master over the

government of states that are now characterised as fragmented policy-making

arenas permeated by transnational networks and domestic forces (Strange,
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cited in Held & McGraw, p16/100, 2002). The principle research question,

therefore, seeks to investigate the extent to which the market for HE in India

has been subject to globalisation, and whether its liberalisation and de facto

privatisation which has led to considerable expansion (through private

institutions) has been able to contribute to the country’s economic

development as it strives to establish a foothold in the global knowledge

economy.
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GDP Per capita & Tertiary enrolment
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5.0 STATISTICAL ANALYSIS

This section will present macro-level economic data extracted from the World

dataBank (World Bank, 2012) to investigate the extent to which the

relationship between HE and economic development is borne out statistically.

One of the central tenets emerging from the earlier sections is that a

significant tertiary education sector is required for a country to participate

effectively and competitively in an increasingly globalised knowledge economy

(Tilak, p58, 2007; Boutrolle, 2006). The extent to which HE in India has helped

to contribute to economic development, since the neoliberal economic reforms

of the early 1990’s, is modelled here through the GER for tertiary education,

as a proxy for HE, and GDP per capita, as a proxy for economic development.

Fig 5.1: GDP Per capita and Tertiary enrolment over time

Fig. 5.1 illustrates a statistically significant relationship between the gross

tertiary enrolment rate and GDP per capita that, when subjected to regression

analysis, reveals a relatively high explanatory power with a value of R-

squared3 of 0.9. Whilst this does confirm a significant positive correlation

between tertiary enrolment and GDP per capita, it cannot be interpreted as

causation whereby the increase in tertiary enrolment leads directly to an

3
The coefficient of determination (R-squared) explains the proportion of variance between two

variables accounted for by a regression model. This makes it a useful measure of success in

predicting the dependent variable from the independent variable (Nagelkerke, p691, 1991).
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Tertiary Enrolment vs GDP per capita

R2 = 0.8984
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increase in GDP per capita: it could be that as GDP increases so too does

public spending on education generally, or that there is reciprocal causation

whereby increased economic growth leads to increased expenditure on higher

education which stimulates increased economic growth.

Fig 5.2: Regression Analysis - GDP Per capita & Tertiary enrolment

To investigate the role of HE per se in contributing to economic development,

figure 5.3 represents a benchmark comparison between GDP per capita and

school enrolment amongst all sectors of education. After relatively stagnant

growth until 1997 there is a universal increase in all enrolment rates, but it is

the growth in enrolment amongst HE, in particular, which appears most closely

correlated to GDP per capita growth.
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Technolgical Evolution
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Fig 5.3: School enrolment growth by sector

Figure 5.4 charts the proliferation and mass-market consumption of

exogenous high-technology communications since the reforms of the early

1990’s. Again, after an initial stagnant period, the growth in mass market

communications technology appears to be correlated with that of HE

enrolment rates with both increasing markedly from the late 1990’s.

Fig 5.4: Exogenous Technological Evolution



23

Technology & Innovation

75%

175%

275%

375%

475%

575%

675%

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012

In
d

e
x

e
d

g
ro

w
th

1
9

9
0

=
1

0
0

0%

500%

1000%

1500%

2000%

2500%

3000%

H
ig

h
-t

e
c

h
/
S

e
rv

ic
e

E
x

p
o

rt
s

GDP per capita
School enrolment, tertiary
Patent applications, residents
Trade in services (% of GDP)

High-technology exports
Service exports (BoP, current US$)

Fig 5.5: Technological innovation

Figure 5.5 provides an insight into the role of HE in fostering technological

innovation within the Indian economy itself. It charts the increase in key

variables that can be considered proxies for technological progress such as

patent applications (representing university based R&D) and high-technology

exports (representing the application of graduate skills to the real economy).

As HE enrolment has increased, so too has the number of patent applications,

the value of service exports, the value of high-technology exports, the value of

trade in services, and GDP per capita. Whilst this relationship appears robust

over the period (until the existential shock of the global financial crisis), it is

only the correlation between these variables, as opposed to causation, that

can be inferred at this stage.

One of the assumptions that underlies the rationale for a developed HE

system in India in order to promote economic development is that highly

skilled students (such as engineers, computer scientists and doctors) continue

to reside in India after graduation; the extent to which the economy stands to

benefit is, otherwise, questionable (section 6.4, p38). It is, therefore, important

to consider the effect of migration over the period both at a general level,

through net migration (Fig. 5.6), but also specifically through emigration rates

amongst professionals, which can modelled through the emigration rates

amongst those educated to a tertiary level (Fig. 5.7).
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Fig 5.6: Net migration

Figure 5.6 shows that, over the period, net migration has increased from

almost zero to an outflow of approximately 3 million citizens. Whilst the data

for the emigration rate amongst tertiary educated is less robust and migration

from graduates at elite institutions has historically been high, the economic

reforms led to an increase in emigration rates amongst the tertiary educated of

around 50% between 1990 and 2000 after which point they started to decline

(World Bank, 2012; OECD, 2008).

Fig 5.7: Tertiary educated emigration rate
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The composite Human Development Index (HDI) goes beyond purely

economic measures of development and introduces a role for well-being

(UNDP, 2012). In so doing it is possible to incorporate some of the crucial

externalities, within a social sphere, that result from investment in HE which

may not necessarily be captured by economic data (Thomson, p3, 2008;

World Bank, pxxi, 2002). Figure 5.8 shows a strong positive correlation

between the expansion of HE and HDI that yields an R-squared value of 0.9

(Appendix F, p61).

Fig 5.8: Higher Education and the Human Development Index (World Bank, 2012; UNDP, 2012)

In summary, the statistical analysis shows that per capita GDP is closely

correlated with the expansion of HE and metrics of indigenous technological

innovation, such as the number of patents filed and high-technology exports,

which are assumed to be proxies for the application of the skills learned in HE

to the Indian economy through highly-skilled professionals.
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6.0 DISCUSSION

6.1 FIRST PRINCIPLES: Mapping the HE Landscape

As India itself is a land of oddities, puzzles, and paradoxes, so too is its HE

system; this section will seek to reconcile its growth, shown to be positively

correlated with economic development in the statistical analysis, with the

seemingly contradictory decrease in government spending that was illustrated

in the literature review (Agarwal, p453, 2009).

The paradox of increased provision and reduced government expenditure can

be explained by recognising an increased role for alternative sources of

provision through the de facto privatisation of Indian HE (Kapur & Mehta, p2,

2007). Privatisation is the process of moving from public to private ownership,

financing and/or control; within the Indian HE system there are myriad different

institutions reflecting characteristics from across this spectrum from wholly

public to wholly private (Agarwal, p14, 2006). Figure 6.1 provides a broad

overview of the different types and the mechanisms through which the private

sector can exercise influence. The third component of privatisation (control) is

not explicitly included as it can be further partitioned into administrative control

(contingent on financial control) and academic control (contingent on whether

a particular institution has the ability to confer degrees) (Agarwal, p14, 2006).

Figure 6.1: Typology of public and private institutions (Adapted from Agarwal, p68, 2009)
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Table 6.2: Typology and growth trends of HEIs (Agarwal, p14, 2006)

The publically financed institutions (including government universities and

colleges, and aided-Private colleges) are experiencing little, if any, growth and

capacity is constrained to 7 million, rather it is wholly private institutions

(principally unaided-Private Colleges and Deemed Universities) in which the

most rapid growth is being experienced (Table 6.2). This analysis provides

additional insight into the spectrum of privatisation and, allied to figure 6.1, is

indicative of how understanding the public/ private dichotomy within the

financing and ownership of HEIs, and the extent to which control is

administrative or academic, is fundamental to studying the dynamics of the

Indian HE system (Agarwal, p14, 2006).

Critics point out that far from being a systematic reliance on market valuations

of professions predicated on Globalisation Theory, or a financing scheme to

maximise growth, this ‘privatisation’ owes more to a lacuna in strategy and

financial exhaustion (Carnoy, p20, 2006). Kapur & Mehta (p2, 2007) explain

that privatisation is not part of a comprehensive program of education reform,

and that many of the private initiatives remain hostage to the discretionary

actions of the state arguing that HE expansion through the private sector
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emerged due to the state’s fiscal exhaustion, the search for new patronage,

and a desire to ameliorate the reservation conundrum4. The HE system finds

itself in a state of paralysis caught between, on the one hand, over-regulation

by the state and, on the other, discretionary privatisation that is unable to

mobilise private capital in reproductive ways, which can result in a deadweight

loss5 (Kapur & Mehta, p2, 2007).

6.2 MARKET FORCES: The role of the private sector

Against a backdrop of decreasing government expenditure on HE during the

1990’s (Fig. 6.6, p34) there was, however, a revolution taking place as the

number of HEIs proliferated driven by growth in private institutions and

professional education in particular (Table. 6.3). The public/ quasi-public

nature of HE was being challenged by those who sought to reclassify it as a

private/ non-merit good and introduce the user fees principle (Nambissan &

Lall, p15, 2011). As the Indian government considered its HE system

sufficiently developed and the unmet demand not economically viable, private

resources were increasingly being called upon to bridge the capacity gap;

through its provision of professional education, the private sector introduced

an occupational focus and dynamism to the hitherto moribund sector which

has helped to expand access and develop a workforce with the necessary

skills to compete effectively in the knowledge economy (Tilak, p51, 2007;

Agarwal, p47, 2006).

4
Scheduled Castes and Tribes are allocated a proportion of university places (UGC, p2, 2013)

5
HEIs including Private Universities constitute the largest advertising spending category in the

print media which itself has the largest share of the Indian advertising market (Kapur & Mehta,

p7, 2007)
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Table 6.3: Growth of Professional Higher Education Institutions (Agarwal, p47, 2006)

The relative share of the private and public sectors in the total number of HE

institutions is represented graphically in figure 6.4 which emphasises the

extent to which the private sector continues to dominate the provision of the

professional education.

Fig 6.4: Private/ Public share of total number of Professional HEIs (Agarwal, p48, 2006)
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The World Bank (p15, 2008) notes the dearth of Indian government initiatives

in the field of HE that have received national and international recognition, but

does recognise that the decision to introduce a greater role for the private

sector has been a success. In the early days of Independence, Indian HE

policy envisioned public schools of excellence in technology and science and,

although the private sector has played an increasingly important role, this

initial strategy appears to have paid off rich dividends as the world class

(government funded) Institutes of Technology and Management, at the

vanguard of professional education, have earned a high international

reputation (Kaul, p15, 2006; World Bank, p15, 2008). The private sector has

played a significant role in the IT sector, in particular, where private IT

institutes benefit from having ‘deemed university’ status conferred upon them

whilst public IT institutes benefit through ensuring active industry involvement

in governance in an effective Public Private Initiative (PPI) (World Bank, p15,

2008). As an institution established entirely by the private sector, the Indian

School of Business at Hyderabad is another example of how opening up the

professional education sector to large scale private investment and permitting

returns to investments through tuition fees can also be successful (World

Bank, p15, 2008). By enabling world class Institutes to operate fairly

autonomously whilst receiving Grants-in-Aid through the Universities Grants

Commission (UGC), PPI’s have played an important contribution to economic

development not only through foreign exchange revenue but also through the

1.6 million job opportunities for engineers which can be directly attributable to

the private sector (Carpentier et al, p146, 2011).

Whilst the first ‘wave of globalisation’ during the 1990’s saw companies

establish borderless value chains in India, these were limited to low-skilled,

low-value work with the bulk of the high value activities (including R&D,

design, marketing and finance) remaining anchored to the home base

principally due to the lack of supply of skilled labour from other national

education systems (Brown et al, p8, 2008a). In today’s ‘second wave of

globalisation’ advances in ICT, improvements in quality standards,

internationally mobile R&D, and growth in the global supply of skilled labour

through the expansion of HE in developing countries has enabled multinational

corporations to develop global webs of low, medium and high skilled labour
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that transcend national borders in which, increasingly, a growing proportion of

high value work is completed in low-cost countries such as India (Brown et al,

p8, 2008a). A catalyst for this shift has been the concept of ‘Digital Taylorism’

in which knowledge can be translated into software prescripts through

extraction, codification and digitalisation which enable it to be transmitted and

manipulated by others regardless of location (Brown et al, p138, 2008b). The

Indian government is clearly cognisant of this innovation and its ability to

enable India to move up the value chain as a senior official notes:

“…the Chinese have a great advantage when it’s mass production.

We will not be able to compete with them… but increasingly every

item is requiring innovation and embedded software. That is our

skills advantage, we are moving up the value chain in

manufacturing”

Senior Indian Government Official (Brown et al, p135, 2008b)

The emerging global economy has forced nations to adapt their systems of HE

to confront the changing global realities; the introduction of a greater role for

the private sector has widely been accepted as critical to India’s emergence in

the global economy and with increased demand, upbeat private providers are

keen to expand (Agarwal, pxix, 2009). The evolution of HE is now more

sensitively aligned with the requirements of business and market forces as

HEIs have economic incentives to provide students with the courses they

demand contingent on employment opportunities in the economy. This

represents a more effective synergy between industry, government, the

educational system, R&D environment and the consumer which the

Knowledge Commission cited as an area for development (NKC, p16, 2009).

Looking further ahead, regulating the private sector will hold the key to HE

expansion if India is to develop graduates equipped to succeed in the new

global skills race and outsmart other national economies in the knowledge

wars of the future (Nambissan & Lall, p4, 2011; Brown et al, p4, 2008a).
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6.3 CHARTING THE NEXUS: HE and Economic Development

The statistical analysis of the relationship between per capita GDP and tertiary

enrolment over the period since the economic reforms in the early 1990’s has

shown strong positive correlation (Fig. 5.2, p21). Indeed, across all education

sectors the expansion of HE specifically has been most closely correlated with

GDP per capita growth (Fig. 5.3, p22). At first glance, this would appear to

support the research completed in developing countries in Asia by Boutrolle

(2003) which shows that only the number of graduates of tertiary education

has a positive and significant contribution to economic growth, and, more

generally, that tertiary education exercises a direct influence on national

productivity (World Bank, pxx, 2002).

Although the correlation between HE enrolment rates and GDP per capita over

the period is robust, it is sensible to remain circumspect about the causal

nature of this relationship. Knowledge alone does not necessarily precipitate

economic transformation, and, moreover, there is no guarantee of a positive

return on investment in HE or its products such as R&D; numerous countries

have made considerable investments in science and technology in particular

without reaping the rewards (World Bank, p24, 2002). Ceteris paribus,

investing uniquely in HE does not necessarily guarantee economic growth as

other precipitant factors (such as government policies, business practices and

cultural norms) are also required to catalyse potential productivity increases

associated with education (Agarwal, p170, 2009). Investment in HE, especially

with respect to scientific and technological knowledge, is therefore most likely

to maximise its contribution towards economic development when it is

considered as part of a complex system of institutions and practises termed a

National Innovation System (NIS) (World Bank, p24, 2002).
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Using this system as a framework, the following education production function

can be generated whereby policy makers seek to maximise the impact of

knowledge creation on economic development (KMax) by ensuring that the

composite effect of precipitant factors (R + I + C + χ) increases the

investment in HE by a multiple greater than one:

KMax = HE (R + I + C + χ)    

KMax Contribution of knowledge to economic development

HE Investment in HE

R Regulatory and macroeconomic framework

I Innovative firms and networks of enterprise

C Digital Communication Infrastructure

χ Exogenous factors (access to global knowledge base, market

conditions conducive to innovation, global economic landscape)

In this model, whilst there is no policy prescription for exactly how a country

establishes a knowledge-based economy, the role for the government in terms

of education is axiomatic; establish specialist institutions, develop a regulatory

and tax environment that rewards investment in high-tech initiatives and foster

a culture of creativity (Stiglitz, 2001). Failure to address these precipitant

factors would yield a composite multiplier function (R + I + C + χ) of less than

one which would minimise the impact of investment in HE. The following

section uses macroeconomic data, taken principally from the World dataBank,

to proxy how each of these factors has evolved since the economic

liberalisations of the 1990’s (World Bank, 2012).



34

GDP Per capita & Tertiary enrolment

0

200

400

600

800

1,000

1,200

1,400

1,600

1990 1994 1998 2002 2006 2010

G
D

P
P

e
r

c
a

p
it
a

(c
u

rr
e

n
t

$
U

S
)

4

6

8

10

12

14

16

18

20

T
e

rt
ia

ry
e

n
ro

lm
e

n
t

(%
g

ro
s
s

)

GDP per capita (current US$)

School enrolment, tertiary (% gross)

KMax Contribution of knowledge to economic development

Fig 6.5: Maximising investment in HE

HE Investment in Higher Education Institutions

Fig 6.6: Investment in HE (World Bank, p9, 2008)
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R Regulatory and macroeconomic framework

Fig 6.7: Regulatory environment - Business Freedom (Heritage Foundation, 2013)

Fig 6.8: Macroeconomy
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Technolgical Evolution
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C Digital Communication Infrastructure

Fig 6.10: Digital Communication Infrastructure
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χ Exogenous factors

Fig 6.11 Exogenous Factors – Global Markets (NASDAQ, 2013)

The globalised context which predicates the model, emerging as result of

increased trade, investment and the removal of restrictions on capital and

labour, has led countries such as India to reorientate their HE systems away

from inward looking policies towards those that make them globally

competitive (Agarwal, pxxv, p2009). In India, there has been a quantum leap

in investment in Higher Technical Education in the 11th FYP which, in spite of

rhetoric about the traditional moral, civic and intellectual gains of university,

has been driven with the aim of developing a workforce for a technology-

driven knowledge economy (Agarwal, p166, 2009).

Whilst India has the potential to evolve from an outsourcing hub to a repository

of talent and emerge as a frontrunner in the global knowledge economy, it

appears that the precipitant factors (R + I + C + χ) have not been addressed:

the massive expansion of HE has been chaotic and unplanned and investment

in material and intellectual resources has not been commensurate with the

dramatic increase in the number of institutions (Agarwal, p189/p29, 2009;

World Bank, p24, 2002). Consequently, the UGC laments that in spite of the

manifold increase in institutional capacity and enrolment since independence,

HE is still relatively poor by international comparison (Thorat, pvii, 2008).
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6.4 POST-BRAIN DRAIN: From Threat to Opportunity?

The Buddhist University at Nalanda in India was established in 450AD and

flourished as a religious HE establishment with a learning community

comprised of over ten thousand students and two thousand faculty members

drawn from across Eurasia; continental and intercontinental student and

faculty mobility is nothing new (Hershock, p23, 2012). From a theoretical

perspective the benefits of migration have not always been recognised; the

migration optimists of the 1950’s and 60’s gave way to the migration

pessimists of the 1970’s predicated on dependency theory and brain drain. A

less polarised perspective was adopted by the New Economics of Labour

Migration in the 1990’s which grounded current perspectives on migration and

remittances as a livelihood strategy of co-insurance and risk-spreading as

opposed to a response to destitution or absolute poverty (de Haas, 2007).

This section will seek to explore the effects of emigration to establish whether

the notion of a brain drain, whereby students, academics and highly skilled

individuals in which the state has invested hugely move overseas, can be said

to be deleterious or, conversely, given today’s borderless knowledge economy

whether emigration can be seen as an opportunity.

Fig 6.12: Net migration (World Bank, 2012)
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Figure 6.12 illustrates that, for the duration of the period, net migration in India

has been negative and currently shows a net outflow of 3 million people6.

Additional analysis of the emigration rate of tertiary educated individuals in

Figure 6.13, however, appears to peak in 2000 after which point it declines.

Fig 6.13: Tertiary educated emigration rate (World Bank, 2012; OECD, 2008)

With the exception of the elite quasi-autonomous Indian Institutes, the

inadequate provision and indifferent quality of the vast majority of HEIs in India

has precipitated an increase in migration of students seeking refuge in the

sanctuary of a prestigious foreign degree and the concomitant opportunities

that ensue, and is indicative of a structurally formidable volume of

internationally mobile students (Nambissan & Lall, p17, 2011; Hershock, p23,

2012). In a sense there is a perfect storm as state-funding for HE in developed

countries is diminishing and universities seek new sources of income to

maintain existing levels of expenditure and complete international research so

Indian middle classes, attracted by high wage opportunities post graduation,

look to world markets for an international experience in order to become global

citizens (Agarwal, p16, 2009; Nambissan & Lall, p17, 2011).

Pathak (p164, 2010) argues that India is one of the countries most adversely

impacted by talent migration and is suffering a huge toll in terms of economic

and human resource losses. With the government investing up to $100,000 on

6
Although net migration is close to zero at the start of the period, there was considerable

‘Brain Drain’ during the 1970’s which gave rise to the ‘Migration Pessimists’ (de Haas, 2007)
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medical training for each Indian Doctor and 59,000 Indian Doctors working in

and contributing to the economies of the United States, United Kingdom and

Canada, India cannot afford such an exodus of talent described by the UN

Secretary General as a ‘valuable gift’ to advanced countries (Mullan,

p381/387, 2006; Pathak, p165, 2010).

If figure 6.12 is interpreted to show an exodus of professional graduates from

the Indian Institutes in the 1990’s through push factors (unable to secure

employment in India) and/or pull factors (wage opportunities in developed

economies) it could be expected that such a ‘brain drain’ would deprive the

economy of its most talented pool of labour and the government of a return on

its investment in their HE (World Bank, p122, 2002). Figure 6.5 (p.34)

however, clearly demonstrates that GDP per capita is positively correlated with

HE enrolment and seemingly unaffected by the fluctuating rates of emigration

amongst skilled professionals illustrated in figure 6.13. This is because the

brain drain paradigm is a multifaceted phenomenon and there is intense

debate amongst development and migration economists about its impact

(World Bank, p122, 2002; Rizvi & Lingard, p180, 2010). Whilst the levels of

‘brain drain’ from India to OECD countries have declined over the past decade

(Fig. 6.13) it remains significant, however Bhagwati (2004) argues that, with its

population of more than a billion people and huge capacity to generate skilled

professionals at home and through education abroad, this outmigration of

professionals should be seen as an opportunity and not a threat (Rizvi &

Lingard, p180, 2010).

In a borderless world in which the concept of geographically separate entities

is outdated, people and ideas are able to move freely and the idea of losing

talent can be considered erroneous because a country’s talent-pool spread

globally can be re-conceptualised as a proxy for its wellbeing, contributing to

both its interests overseas and the domestic economy through the infusion of

funds and cutting edge ideas (Agarwal, p190, 2009). Highly skilled emigrants

are likely to improve their skills set in an international setting and act as

information conduits relaying this to their professional learning networks in

India through sophisticated electronic communication, which has made it

easier than ever for professional colleagues to stay in touch, and can be
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formalised through forging new institutional partnerships with universities and

private companies (World Bank, p123, 2002). Such international Diaspora

networks are spatially and temporally specific and challenge the assumption of

a one-to-one relationship between territory and citizenship (Rizvi & Lingard,

p181, 2010). This resonates with the emergence of a network society as the

appropriate instrument for a capitalist economy based on innovation,

globalisation and decentralised concentration, in which social structures and

activities are predicated upon electronically medicated flows of information

(Castells, p502, 2012; Hershock, p27, 2012).

Transformed by the larger-scale globalisation processes that have radically

affected both the provision and purposes of HE, the globalisation of HE itself

will increasingly be viewed as a process within which migration is both

promoted and legitimised (Hershock, p21, 2012; Neubauer, p2, 2012). In a

world in which technology is playing an ever-important role and capital mobility

itself is becoming the leading edge of contemporary globalisation, embracing

student migration as a basic strategy of knowledge capital development is

becoming commonplace even when large numbers of students remain

expatriates (Neubauer & Kuroda, p212, 2012). For every $1 that international

migrants send home in remittances, $2- $3 is created in new income in the

country of origin through the multiplier effect as the household incomes of

those in receipt of remittances increases and they, in turn, spend more on the

local economy (Taylor, p9, 2006).

Increasingly, educated émigrés are returning to India attracted by high-quality

housing, education and medical facilities in cosmopolitan cities that resonate

with their cultural roots – over 100,000 immigrants in Canada returned to India

last year (OIFC, 2012). India is now in an era of reverse brain drain; not only

are the ranks of highly skilled professionals being bolstered by the arrival of

emigrants and those educated outside India but current graduates from the

elite Indian Institutes are choosing to remain in India attracted by greater

opportunity such as the three-fold increase in headcount targeted by top

Global IT firms (Kaul, p16, 2006).
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In a global economy in which Western governments are no longer able to

protect domestic workers from the full force of international competition, all

countries are in a global skills race which pits schools, colleges, universities,

think-tanks, design centres and research laboratories on the front line in this

knowledge war in the search for competitive advantage to outsmart economic

rivals (Brown et al, p132, 2008b; p4, 2008a). Globalisation dictates that the

nations that succeed in this battle will be those who bring out the best in its

people and their potential wherever they are (Brown et al, p4, 2008a). Based

on the entirety of its talent pool (including the 30 million people living in 130

countries worldwide) India is perceived to be a frontrunner in the global

knowledge economy that is transforming itself from an outsourcing hub

(working power) into a repository of knowledge (brain power) that can feed the

global demand for skilled labour by attracting investment in sectors which

require a highly educated work force (Agarwal, 2009).

6.5 BEYOND GROWTH: A holistic perspective on HE

The role of HE in development is vital but it is also complex and dynamic:

investments in HE generate major externalities that are crucial for social

growth but may not necessarily be captured in economic data which

predicates this project (Thomson, p3, 2008; World Bank, pxxi, 2002). Poverty

is an important indicator and although Indian society is becoming increasingly

iniquitous in relative terms, measured using the Gini coefficient7, which is at

odds with the ‘equality of status and opportunity’ espoused by former Indian

President Dr Narayan (Kamat, p107, 2007), there is a statistically significant

inverse relationship between HE and poverty which suggests that lower

income groups would also benefit as absolute levels of poverty decrease over

time (World Bank, 2012; Tilak, p43, 2005). As HE enrolment increases, fertility

rates start to decline as families make informed decisions about how many

children to have, and women staying in education longer to complete HE

studies are likely to marry later which has the effect of reducing fertility rates

7
The Gini-coefficient is the most commonly used measure of inequality with values between 0

(complete equality) and 1 (complete inequality). The most recent data from the World Bank

show the Gini Coefficient has increased from 0.31 to 0.33 (World Bank, 2012; 2013a)
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(Tilak, p43, 2005; cf. World Bank, 2013b). Ceteris paribus, per capita

expenditure on education will increase which gives rise to the potential for a

more skilled work force in the longer run that can, in turn, promote economic

and human development (Tilak, p43, 2005).

Whilst poverty reduction and similar variables that are not captured by

economic data remain outside the scope of this investigation, it is worth

mentioning that measures such as the Human Development Index (HDI) which

incorporates well-being (a non-pecuniary variable) are also significantly

correlated with HE (UNDP, 2012; Fig. 5.8, p24). This could form the basis for

future research to show how the HE expansion in India is able to affect

processes of development (economic and human) both directly and indirectly

(Thomson, p3, 2008).
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7.0 EVALUATION

7.1 Shortcomings

The symbiotic nature of the relationship between HE and economic

development in India that has been explored in this research project is

expressed effectively in Figure 7.1.

Figure 7.1: Conceptual Framework (Bloom et al, p16, 2006)

The framework demonstrates not only the private (individual) and public

(societal) mechanisms through which benefits of HE are accrued but also

incorporates many of the other themes that have been explored. It reflects the

ability of the Indian economy to specialise in high technology areas such as

ICT and bio-technology that has been made possible through the prestigious

Indian Institutes; the role of the public sector in R&D; and also how HE can act

as a catalyst for wider development through poverty reduction. In this

framework, the dynamic interplay would suggest reciprocal causation between

HE and economic development (cf. King, p54, 2004). However, in spite of

detailed statistical analysis that reveals a high explanatory power for HE and

its correlation with economic growth (Fig. 5.1, p20) there is insufficient

evidence to confirm the causal nature of this relationship. Whilst there has
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been significant expansion of HE, it is only part of overall social and economic

policy and adopting a programme of mass HE expansion is not a panacea for

all ills (Patel, 1993). More detailed statistical analysis would be required to

confirm the existence of any causal relationship in order to exclude other

factors such as a declining dependency ratio (World Bank, 2012b).

7.2 Policy prescription and the Agenda-setting dichotomy

In the neo-liberal economic orthodoxy, policy-makers find themselves

confronted with an agenda-setting dichotomy. Governments want to promote

universities as instruments through which to generate national wealth by

embracing innovation and R&D to develop global market share in new

products and processes thus yielding greater employment in high-technology

jobs further up the production chain (King, p53, 2004). However, the economic

reforms prescribed to develop the Indian economy advocate a diminished role

for the state in HE (as the market is assumed to serve society most effectively)

and reclassifying HE from a public to quasi-public or even private good (Tilak,

p51, 2005). This redefinition combined with the introduction of the ‘user pays’

principle, was at the centre of education policy discourse which itself is now

increasingly subordinated to the supposed inevitabilities of globalisation and

international economic competition (Nambissan & Lall, p15/19, 2011; Ball,

2008).

Given the decreasing government expenditure on HE (Fig. 6.6, p34), using

universities as an economic instrument to promote India’s role in the

knowledge economy, and increasing access to a GER of 30% by 2020, in the

absence of extraneous actors, appear mutually exclusive goals (ToI, 2012).

Private providers entered the market to bridge this capacity gap but the

opportunity cost of this ‘academic capitalism’ is that business and industry is

able to exercise greater influence in the content of the courses (King, p55,

2004). As Digital Taylorism proliferates at the macro-level driven by

multinational companies8, and the number of PPI’s in HE increases, its effects

8
For instance 80% of BMW’s are made to precise customer requirements from a range of

over 250 factory fitted options rendering each car uniquely similar (Brown et al, p136, 2008b)
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can be expected to filter down as students demand a personalised and

modularised university course more closely aligned with the needs of

employers (Brown et al, p12, 2008a). The government’s role has shifted from

one principally of provider to one in which its primary role is as a regulator in

which it seeks to structure the market to realise its policy outcomes of

increased provision and excellence in areas that will strengthen its market

share in higher-skilled production through the effective coordination of the

public and private sectors (Lall & Nambissan, p4, 2011; Agarwal, p457, 2009).

Such governance is likely to take the form of a mobius-strip neither beginning

nor culminating at any level or point in time and is indicative of the

strengthening global governance that is likely to be part of the trajectory of HE

change (Hershock, p30, 2012).



47

8.0 CONCLUSION

Globalisation Theory provides an economic rationale for expanding Indian HE,

through a greater role for the private sector and the reorientation of

government investment towards specialist Institutions, in order to develop a

workforce to capitalise on the emerging global knowledge economy (Held,

p243, 2010). However, the liberalisation and de facto privatisation of HE,

following the WTO’s education agenda, appears unplanned, chaotic and the

result of financial exhaustion rather than strategic structural reform (Carnoy,

p20, 2006). As the private sector increasingly bridges the capacity gap, the

state is also forced to address the market failure of inadequate provision at

private colleges by ensuring a system of independent quality assurance (Lall &

Nambissan, p4, 2011).

The Knowledge Commission reignited the policy debate surrounding the

strategic importance of HE as an instrument through which to achieve rapid

and inclusive growth and its recommendations have been incorporated into

the government’s 11th FYP (NKC, 2009). As a source of dynamism for the

economy which has laid the foundations for a knowledge society whilst

facilitating social progress and political democracy, HE has undoubtedly made

a significant contribution to India’s economic development which was qualified

through statistical analysis that revealed increased HE enrolment has a high

explanatory power for the correlated economic growth, even if additional

research is required to prove causation (NKC, p62, 2009; Fig. 6.5, p34).

HE is, however, a necessary but not sufficient condition for economic

development and is only part of overall socio-economic policy. To maximise

the effectiveness of investment in HE requires a long-term strategy across

government, industry and education which also addresses other precipitant

factors within the education production function (such as digital

communications infrastructure, innovation, and a business friendly regulatory

environment) in order to ensure that India is able to bring out the best in its

people and their potential wherever they are (Brown et al, p4, 2008a; p33).

Only by doing this will it maximise its contribution to economic development by

fulfilling its potential as a repository of talent that can feed the global demand

for skilled labour (Agarwal, p189, 2009).
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APPENDIX A

APPENDIX A: Growth of Colleges for General Education, Colleges for Professional
Education, and Universities during 1950-51 to 2004-2005 (World Bank, p2, 2008)
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APPENDIX B: Selecting Variables from World dataBank

(World Bank, 2012)
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APPENDIX C: Data exported into Excel file for analysis (World Bank, 2012)
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APPENDIX D

APPENDIX D: Get Data feature in World dataBank (World Bank, 2012)
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APPENDIX E

Gross Enrolment Ratio

Definition: Total enrolment in a specific level of education, regardless of age,

expressed as a percentage of the official school-age population corresponding

to the same level of education in given school-year.

Purpose: Gross Enrolment Ratio is widely used to show the general level of

participation in a given level of education. It indicates the capacity of the

education system to enrol students of a particular age-group. It is used as a

substitute indicator to net enrolment ratio (NER) when data on enrolment by

single years of age are not available. Furthermore, it can also be a

complementary indicator to NER by indicating the extent of over-aged and

under-aged enrolment.

Calculation method: Divide the number of pupils (or students) enrolled in a

given level of education regardless of age by the population of the age-group

which officially corresponds to the given level of education, and multiply the

result by 100.

Formula:

Where:

= Gross Enrolment Ratio at level of education h in school-year t.

= Enrolment at the level of education h in school-year t.

= Population in age-group a which officially corresponds to the level

of education h in school-year t.

APPENDIX E: Gross Enrolment Ratio (World Bank, 2012c)
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APPENDIX F

Regression Analysis

The coefficient of determination (R-squared) explains the proportion of

variance between two variables, here HE enrolment and the Human

Development Index (HDI), accounted for by a regression model. This makes it

a useful measure of success in predicting the dependent variable from the

independent variable (Nagelkerke, p691, 1991).

APPENDIX F: Regression Analysis: HE & HDI (World Bank, 2012; UNDP, 2012)


