CHAPTER T

INTRODUCTION

‘The Economics of Education is a branch of economics",
says Prof. Mark Blaug.l‘ "It deals fundamentally with the
impact of education on such phenomena as the occupational
structure of the labour force, the recruitment and promotion
practices of employers.... and, most general of all, the
prospects of economic gfewth". Acguisition of education in
a modern economy provides opportunities for individuals to
invest in themselves. Public educational expenditure, by
and large, is a reflection of individual choices. And indivi-
dual decisions are profoundly influenced by expected economic
returns. This opens the door both to an economic analysis of
the private demand for education and the formulation of

1. Blaug Mark, An Introduction EQ the Economics of Education
~ Allen Lane, The Penquin Press, London 1970



economic criteria for the collective provision of educational-
facilities. It is this insight that has inspired the present
writer to analyse the economic aspects of Higher Education in
the state of Tamil Nadu, Indiaz.

ECONOMICS OF EDUCATION

Economists have long been aware of human resources
development. Adam smith stressed the importance of education
at various points in the "Wealth of Nations". Alfred Marshall
said, "the most valuable of capital is that-invested in human
beings". Present-day economists like Theodore Schultz, Gary
Becker; F. Harbison, C.A. Myers and others have opened the
way for the incorporation of investment in education. in to the
main-stream of economic analysise. '

Theodore W. Schultz2 says: "The economic value of
education depends predominantly on the demand for and supply
of schooling approached as an investment. In economics, it
has long been. known that people are an important part of the
wealth of nations.... The philosopher economist, Adam Smith,
boldly included all the acguired and useful abilities of all
the inhabitants of a country as a part of capital, and he
gave the right reasons for doing so.... Iriving PFisher,
more than a half-century ago laid the analytical foundation:
for an all-inclusive concept of capital including both man
and material objects.... To the extent that schooling incr-
eases the future earnings of the student, it has the attri-
butes of an investment. But the human capital thus created
cannot be sold as can non-human capital. The contribution
of most education is multi-dimensional, in serving at one
and the same time social, political and other purposes.
Those and other differences between the educational establish-

2. Schultz, T.W. The Economic” value of Education,
New York, 1963.
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ment and a conventional industry do not, however, preclude

the application of economic analysis to education although

these differences must be taken into account, by economists
in their studies of education".

Investment includes two conditions:

1. The expenditure must not be made to satisfy an imme-
diate want, and

2. The expenditure must yield return.

Expenditure on education is to a very large degree in
the nature of- investment as the two conditions are present.
Education is pursued not eonly to satisfy cultural wants but
also out of economic considerations. It improves the capa=-
bilities of people and thereby enhances their future earn-~
ings. The investment formed by education may be divided into

two parts:.
a) a future -consumption component, and
b) a future earnings component.

As an enduring consumer component, education is the
source of future utilitlies. This part of education, says
Prof. Alba Lerner, is “investment". Education for skills
and knowledge, useful for economic endeavour, adds Prof.
schultz, is "investment in future earnings“3. Higher Educate
ion, with which this study is concerned, has the earnings
component as a larger part of the returns.

EDUCATION AND ECONOMIC GROWTH

Recent literature in the economics of education reveals
that.almost all less-developed countries suffer from: persistent
under -~ investment in primary education, hand in hand with

3. 8chultz, Tei., Ibidem2



persistent over investment in higher education. Ever
since 1950 or thereabouts, higher education has been
the fastest growing part of the educational system the
world over, especially in the developing ceuntries{
whether measured in terms of enrolment or in terms of
financial outlay.4

"Education is a good investment", says Ce.A. Moser.5
"However, it is the lower educational levels that exhibit
the highest returns. On these criteria, university educat-
ion is only marginally a "good investment". -~ Of course{
the private returns to all levels of education are much
higher than the social ones. When the returns are viewed
across countries, the pattern is that less developed '
countries enjoy higher returns te educational investment
than more advanced countries®.

Table I - 1 shows the contribution of education to
economic growth of selected countries.

The table shows that the contribution of secondary
and primary education to economic growth in India is almost
4% and 3 times, respectively higher than that of higher
education. And yet, the rate of growth of higher education
in India is much faster than that of secondary and primery
education. No wonder one often hears the comment that
the Ingian eduéationgl system is "top heavy and bottom
weak".

4. Blaugh Mark - Education and the Employment Problem in

developing countries, Allen Lane,
The Penguin Press, London.

5. From the foreword by C.A. Moser in George Psacharopaulos's
Returns to Educatien — An International _
Comparison - New York, Elsevier Publishing
Company, 1973.

6. Pandit, H.N. Measurement of Cost Productivity and Effi-
ciency of Education.




TABLE I~1 i

THE CONTRIBUTION OF EDUCATION TO ECONOMIC GROWTH
BY EDUCATIONAL LEVEL AND COUNTIRY

a— - e — fved

Percentage Contribution Totaz
Country by Bducational level gggt:i?gg;
Primary  Secondary Higher
1 2 3 4 5

United States 43 . 31 26 17.9
" Mexico 59 29 12 13.2
Venezuela 69 22 9 14.8
Colombia ' 54 39 7 24.5
Chile 56 34 10 11.4
Israel 46 36 18 4.7
India 35 53 12 34.4
Malaysia 43 49 8 14,7
The Philippines 18 50 32 10.8
south Korea ) 38 56 6 - 15.9
Nigeria 63 25 12 16.0
Ghana ‘ 37 49 14 23.2
Kenya - 38 50 12 12.4
AVERAGE 46 40 14 16.4

i
i
i
i
I

Source: George Psacharopoulose: Return to Education - An
International Comparison, New York, Elsevier
Sclentific Publishing Company, 1973.

Higher education in India in expensive. It is still
not within the easy reach of the poor and lower income brackets
of society. Why is there still over - investment in higher
education ? The question becomes all the more puzzling when
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one realizes that, even at the lowest estimates, 10 to
15% of university graduates is unemployed in India. Why
do students or their parents still persist in demanding
higher education?

In the language of Mark Blaugh, "it is too easy to
dismiss this demand as merely a search for status and
prestige in a society that places an irrational value on
paper qualifications. Actually secondary and higher N
education in India, still pay off handsomely to Indian
students in terms of future earnings, even after allowing
for the private costs of education and the possibility of
being unemployed for a considerable period of time.

This may partly explain. the demand for higher educat-
iom in India where continues Mark'Blangh. Yevery University
student in India effectively displaces 88 students in
primary education ina country where the drop-out-rate in
primary education is anywhere from 30 to 50%".8

OBJECTIVES

The present thesis is an attempt at evaluating the
economic factors that influence Higher Education, meaning
thereby Post—Matriculation'College Education.

In the first place{‘Higher Education is a very fast
growing sector, but as yet, only a small fraction of the
relevant age - group goes to attend the institutions of
higher education. The question, therefore, naturally
arises as to who goes to the college ? Secondly, Higher

7 - 8 N.C.E.R.T, New Delhi, 1969

Blaugh Mark - Education and the Employment P;gblem
- in developing countries, *biéﬁﬁ‘dbgduh‘4




Education is not homogeneous. Various courses of study
differ widely in their duration, expense, abilities
required and earnings prospects. How do difflerences in
economic background infiﬁéhée the choice of wvarious.
courses by the students is the next question. What are
the private and social costs of acquiring Higher Educat=~
ion ? How do students finance their eduéation ?

These and similar guestions are attempted to be
examined in the subsequent chapters of this thesis.:

Table II-2 presents the number of students in
Institutions of Higher Education per thousand of
population in the age - group 17-23, in the major states
of India in 1973 - 74. It can be seen from the Table
that only 3.4 percent of the persons in the age - group
17 -~ 23 were going to colleges and universities in
India in 1973-74. Tamil Nadu with 3.2 percent waé very
close to the All-India average. The highly elitist
nature of Higher Education in India comes out very clearly
from the Table. ’ ‘

NATURE AND AVAILABILITY OF DATA

.The present study is based on an analysis of data
available on Higher Education in India im general, and
in Tamil Nadu, in particular.

The data has been classified under two heads -
namely{

1. Primary Datas Collected personally by the investi-
gator through an on~the-spot study of selected colleges, and

-3
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2. Secondary Data: Drawn from published materials =
government, semi-govermment and private sources -~ and un-
published materials{ mainly Doctoral Theses.

For the collection of the Primary Data, the investi-
gator visited a cross=~section of the Arts, Science, Commerce,
Medical and Engineering Colleges in the state of Tamil Nadu.
A pilot study was carried out by the investigator with the
help of a carefully prepared ques&ionnaire containing open
questions.9

The questionnailre had four sections:

1) General Information, ,

2) Annual Private Expenditure on Higher Education,
3) Financing Education, and

4) Education and Family Background

Sixty five students. teelitubiiglo% of the total
number of Arts, Science and Commerce under-graduates. of the
selected colleges responded to the questionnaire. The sample
population was chosen 6n the basis of systematic4sampling.

The data of the pilot study was processed and tested.
Acecordingly, it was found that the questionnaire needed
certain modifications. The final questionnaire contained
pre-coded questiens,l0 as against the open guestions of the
pilot study.

The final survey on "The Socio-Economic status of
CQllége students of Tamil Nadu", was conducted in January =
March 1979. It was proposed to cover one percent of the ‘
under-graduates of the f£ive faculties of Arts, Science,
Commerce, Medicine and Engineering of the academic year 1978-79

9. Moser, C.A. and Kalton. G = survey Methods in Social Invest-
lgation, Chapter 13, Questionnaires, Published
by Heinemann Educational Books Ltd., 48 Charles
Street, London, and the English Languages Beok
Soeclety, 1976.

'10. Moser, C.A. and Kalton. G = ibidem9
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while our purpose was to investigate one percent of the
student population studying in the five faculties mentioned
above for the year 1978~79, in the first instance we had to
proceed with the process of drawing up of the sample on the
basis of 1975~-76 data because a complete faculty-wise,
management-wise, sex-wise, and stage-wise break-up of
university students was available for Tamil Nadu latest up
to 1975-76.

In 1975-76, there were 1,62,734 students excluding
(Pre-University and Pre~Professional Courses) studying in
the four Universities of Tamil Nadu. These four Univer-
sities have their territorial jurisdiction spread over the
fifteen Revenue Districts of the state.

of the 1,62,734 University students, 90% (1,46,544)
were in wnder-graduate courses apd 1% (16,190) in Post- -
graduate and Research Courses. Table number I-3 gives the
Faculty-wise and Degree-wise, break-up of University
students of Tamil Nadu during 1975-76.

For the sake of greater efficiency and easy access-
ibility, it was proposed to limit the survey to the under-
graduates of the five faculties of Arts, science'and
Commerce (General Education) and Engineering and Medicine
(Professional Education), as these five faculties constituted
94¢3% (1,38,230) of the total number of under-graduates
(1,46,544) or 85% of the total number of University students
(1,62,734) in 1975-76. -

As the sample population has to represent the whole,

- it was of prime importance to choose the most representative
group of students from each faculty. Ip was, therefore,,
decided to select the sample population from the Second Year
arts, Science and Commerce, and the Third Year Engineering

ey 9
10. Moser, C.A. and Kalton. G - ikidem
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.and Medical sStudents, since these being in the nmiddle of .
their course of studies, would be best suited to represent
their individual faculties.

Sex~wise, the 1,38,230 Undergraduates of the above
five Faculties were divided into 73% (1,00,000) men and
27% (37.43@) women. The survey was expected to cover 1%
of the undergraduates, that is, 1,380, in the ratio of 73% (1007)
men and 27% (373) women.

Course-wise Break-up of Colleges:

Table I-4 gives the break-up of Arts, Science and
Commerce, and Engiﬁeering and Medical Colleges in Tamil
Nadu in 1975-76, according to the Type of Management and
nature of college, whether for men or women. There vere
189 General Education Colleges. Of this, 51 were Govern-
ment and 138 Private (aided) Colleges, 137 were men's and
52 women's colleges. In Tamil Nadu, Government men's
colleges admit also women students, while Private men's
colleges usually do not admit women.

As for the Professional Colleges, there were 8 Engi-
neering Colleges (Government 4, Private 3 and Autonomous
10 and 9 Medical Colleges (Government 8, and Private 1).
All the 17 Professional Colleges are co-educational oo lleges.

While selecting the Colleges for the Sample Survey,
the investigator has tried to give due weightage to the
rural-urban location, the type of management and men-women
status of colleges and the male-~female ratio of enrolment
of students. oOn this basis, seventeen (17) colleges -
eleven (1ll) Arts, Science and Commerce, three (3) Engineer=-
ing and three (3) Medical wer@ selected for the Sample
survey. The sample survey covered £en (10) out of the
fifteen (15) Revenue Districts of the State. The Districts
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covered by the Survey are: Madras, Chingleput, North Arcoet,
Salem, Coimbatore, Nilgiris, Madural, Tirunelveii, Ramnad
and Tiruchirapallie.

-

The Method of Selection of the Sample Survey

The total number of undergraduates in the five faculties
of Ar;s} Science, Commerce, Engineering and Medicine in 1975-76
was 1,38,230. Faculty-wise they were divided as follows:

— o o e — s e s e st s S o e

Arts, Science and Commerce 1,118,063

Engineering 11,468
Medical ’ : 8,699

e s e e e o s g e e o

(For details please see Table No.I=-3)

Taking one percent of these faculties we have: 1,180, 115 and
87, respectively. These respective figures had to be selected
systematically from the seventeen colleges chosen for the
sample survey. The faculty-wise-enrolment of these colleges
in 1975~76 was as follows:

TABLE I-5
ENROLMENT IN SELECTED COLLEGES
1975-76.-
Number of .
Total
Colleges Types of Colleges
selected Enrolment
11 Arts, Science and Commerce , 15,278
) Colleges ’ ,
3 Engineering Colleges 4,551
3 : Medical Colleges 4,049

Total 17 23,878

ot e et

e

e e sy et ———

= Il




;ze determine, the exact percentage of enrolment‘that
had to be selected from the sample Survey College, the invest-
igator calculated the total number required for the sample
survey from each Faculty, namely, 1,180, 115 and 87 respect-
ively, vis-a-vis the total enrolment in the five faculties of
the selected colleges in 1975-76. Thus we have :

TABLE I-6
SAMPLE SIZE

Total Number propo-  Sample
Enrolment sed for the survey as
Name of Faculty in sample survey % of total
197576 - Enrolment
1 2 . 3 4
Arts, Science & 15,278 1,180 Te77
Commerce - .
Engineering 4,551 115 . 245
Medical ° ' 4,049 87 ' 3.1
Total ' 23,878 1,382 5.8

B T —— ot some e e vt st o ey £ e g st e s s g oy s

The detailed break-up of the colleges selected for the
sample sur&ey with their location, type of management and
number of students enrolled in 1975-76 compared to the propo-
sed and actual sample survey with their percentages are given
in Table No. I-7.

Table I-8 gives the details of the Sample Survey at a
glance. Against the proposed sample survey of 1382 (one
percent of 1,38,230), only 1274 (0.92%) undergraduates were
‘interviewed. Thus there has been a shortfall of 0.07%. While
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there has been a shortfall of 0.15% in Arts, Science and
Commerce Faculties, there was an excess of 0;3% and 0.4%
in the Engineering and Medical PFaculties, respectively. The
shortfall or excess is due to: '

1. in the case of the Arts, Science and Commerce Colleges,
some of the' selected students were either absent from
class on the day of the interview, or réturned the
gquestionnaires blank, and

2. in the case of the Professional Colleges, though origi-
nally it was proposed to limit the survey only to two
colleges mach from the Engineering and Medical facult-
ies, situated in the three big cities of Madras,

Maduraili and Coimbatore, in the course of the survey, it
was found necessary to include also colléges situated

in semi-urban areéé,‘in order to give a better represent-
ation to the different socio=-econemic groups pursuing
professional courses. ' aAccordingly, Government Engineerw
ing College, salem, and Chingleput Medical College,
Chingleput, were also included. The inclusion of these
two colleges increased the number of respondents from

the Engineering and Medical faculties.

" In 1975-76, the male~-female ratio of undergraduates was
73:27. In the Sample Survey the corresponding'ratio is 69:31
(874 men: 400 women).(a?he inerease in the femqle ratio is
due to the fact that:Colleges (for Men) in the Government
Arts-Science and Commerce, a certain percentage of women
stpdents also responded to the qhestionnaire. In the original
scheme of the Sample Survey, no provision was made for their
inclusion, and (b) in Medical Colleges, in the absence of a
male respondent/respondents in class, the next student/students
in alphabetical order was/were sent to f£ill in the questionn-
aire. 1In more cases than one, the replacement/s was/were
wmmen—students?

g
'



The Faculty-wise break-up of the students
enrclled in 1975-76 and the Sample Survey is given in
Table :NOa I"‘ge

The variation in the rFaculty=-wise percentage of
1975~76 and the Sample Survey is due to:

1. difference in the enrolment figures between 1975-76
and 1978-79+ The Sample Survey was conducted in
January-March 19279. The proposed Sample sSurvey
Data were based on the enrolment figures of 1975-76.
The actual Sample Surv8y was carried out on the

actual enrolment figures of 1978-79, and

24 in some of the selected colleges of General Edu-
cation, the number of Science Students was. larger
than that of the Arts sStudents.

Chapter sScheme;

Chapter one examines the role of Education in
Bconomic Development with special reference to Higher
Education and also presents the Objectives, Nature and
Availability of Data and the chapter scheme.

Chapter two discusses the growth of Higher Educat-

ion in Tamil Nadu.

Chapter three attempts at probing the trends in
public expenditure on Higher Education in Tamil Nadu.

Chaptex four is an attempt at analysing the socio-

economic factors aff8cting access to Higher Education.

Chapter five presents the private expenditure of

college students on Higher Educaticn.

Chapter six examines the financing of Higher
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Education.

Chapter seven is a study at evaluating the factor
cost of Higher Bducaticn in Tamil Nadu.

Chapter eight is an attempt at examining the private
rates of return to Higher Education in Tamil Nadu.

Chapter nine contains the summary and concluding
remarks of our studye.

Bibliography and appendices are given at the end.
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TABLE I=9
FACULTY-WISE - SAMPLE SURVEY
ENROLMENT AND PERCENTAGE (1975-76, AND 1978-79)

—

Degree Enrolment Jan.-March Jan=-March
Faculty Course Percentage 1979 sample 1979 sample
Enrolment {(1975=76) survey = survey -
Number Number Percentage
1 2 , 3 4 5
Arts 50,772 3647 314 2456
Cormmerce 17,539 12.7 183 14.4
Engineering 11,468 863 151 ) 11.8
Medicine 8,699 6.3 125 9.8

Total 138,230 100.0 1274 100.0




