Chapter-5
An analysis of the Expenditures of the M.S. University of Baroda
Section 1
5.01 Introduction
“Higher Education in India has received enormous financial support from
both the Central and the State Governments. At the start of the Planning process
in 1950, the total allocation for higher education was only Rs.170 millioﬁ which -
has now gone beyond Rs.90,000 million. This impressive increase is offset to
some extent by the rise in prices and rise in the number of students entering higher
education. An analysis of government expenditure on higher education shows a
real annual growth rate of 7.5% in the 1950s, 11%in the 1960s, 3.4%, in the
1970s, and 7.3% in the 1980s” (NIEPA, 2005). While it is important to examine
and address the problems related to sourcing of external finances, and of income
generated within the faculties, the more important aspect concerns how efficiently

the finances are utilized, and what magnitudes of expenditure are incurred.
(Panchamukhi, 1977)

“Since budget resources are limited, and such resources as are available,
need to be allocated to expanding primary education, it is important to recognise
that the universities must make greater efforts to supplement resources from the
government” (Government of India, 2001, 2002-2007). Yet another fact is that the
government and UGC are finding it increasingly difficult to even sustain- the
current level of funding to the institutions of higher education. Managing the
present financial liabilities of the universities, especially the state universities, is
in utter chaos. In the eighth plan itself financially self-supporting higher education
has been advocated for the “expansion of higher education in an equitable and
cost-effective manner, in the process, making the higher education systerﬁ

financially self-supporting” (Government of India, 1992)

.. The approach paper to the Ninth Five-year Plan says, “emphasis will be .
placed on consolidation and optimal utilization of the existing infrastructufe

through institutional networking and through Open University system. Grants-in-
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aid will be linked to performance criteria to improve quality and inject
accountability. Fees will be restructured on unit cost criteria and paying capacity
of the beneficiaries. Additional resources will be generated by involving industry
and commerce and through contribution from community” (Government of India,
1997). In the 11" plan, the centre envisages an outlay of about 30 percent for
higher education (including Technical Education). Even at such investment levels
UNESCO puts India among the lowest spender on education per student in the
world. (Vaidya, S. 2009) '

The detailed analysis of the University revenues in chapter four provides
the background against which expenditures should be examined. The pattern of
expenditure is more revealing of an institution’s scheme of priorities, and
efficiency in resource management than the pattern of revenue. This chapter
presents an analysis of the growth of expenditure under various heads. The
chapter has six sections. Section one deals with general aspects related to
expenditure, section two deals with trends in the plan and non-plan expenditure.
section three deals with on capital and revenue account expenditure. Section four
examines recurring an non-recurring heads of expenditure. Section five attempts
at examining the cost of education in terms of private cost and social cost Section
six deals with the forecasting of Non-plan revenue expenditures for a period of
eight years and conclusions. The forecasting of expenditure might perhaps
facilitate understanding of the relationship between heads of revenue and
expenditure for management of university’s revenue. It will also help clarify the
burden of over-expenditures so that it is effectively reduced by using the

University’s limited finances.
Section 11

University is a spending and not an earning institution and such a
magnitude and structure of the total expenditure of the University over a period of
time- gives -an indication- of its' growth and dynamism. However, the rise in
expenditure dué’ to inflation may erode the real growth of the University and may
not depict any dynamism (Gﬁpta Arti, 2005).
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Total Expenditures of The M.S. University increased more than 11 fold
during the study period. It increased from Rs.420.90 lakhs in 1980-81 to
Rs.1730.94 lakhs in 1990-91; it further increased to Rs. 7418.67 lakhs in 2006-07.
The rate of growth during the period 1980-81-1990-91 has been 15% per annum.
Though inbabsolute terms, the expenditure has increased but when one looks at the
growth, the trend has been Atowards decline and during the period 1990-91 to
2006-07, the rate of growth declined to 10% per annum. The scenario changes
significantly when one looks at these figures at constant price. The compound
annual rate of growth at constant price which was 8.27% per annum during the
pre reform period declined to 2.86% per annum. This means that the growth of
expenditure of the imiversity have declined to almost one third, a significant

decrease.

5.02 Plan and Non-plan Expenditure

The financial support to the university can be understood in terms of
trends in the plan and non-plan components. This can be useful in setting up the
directions for further development. Plan éxpenditure is incurred on the
development whereas non-plan expenditure on the maintenance. As the table
shows that plan exi)enditure as proportion of total expenditure has been low and
also declining over the years whereas .the non-plan expenditure has been
increasing over the years. This large share of non-plan expenditure indicates that
much of the expenditure is incurred on maintenance and salaries and the low and
steadily declining trend in the plan expenditure is an indication that the

universities have still to receive support for expansion and improvement.
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Table 5.01
Plan and Non-plan Expenditure as % of total Expenditure

Growth
index of
non-plan
years Plan | Non-plan exp.
1980-81 16.44 83.56 100
1981-92 14.39 85.61 117.04
1982-83 18.82 81.18 129.40
1983-84 16.31 83.69 152.88
1987-88 23.65 76.35 237.83
1988-89 20.00 80.00 282.63
1989-90 13.58 86.42 368.19
1990-91 12.02 87.98 411.24
1991-92 10.30 89.70 434.70
1992-93 11.79 88.21 468.24
1993-94 12.49 87.51 534.24
1994-95 12.24 87.76 584.24
1995-96 9.27 90.73 - 661.00
1996-97 13.20 86.80 733.68
- 1997-98 9.03 90.97 736.80
1998-99 10.93 89.07 939.59
1999-00 12.01 87.99 1073.38
2000-01 10.96 89.04 1493.44
2001-02 13.58 86.42 1255.50
2002-03 13.92 86.08 1253.64
2003-04 13.25 86.75 1314.88
2004-05 13.43 86.57 1159.44
2005-06 18.27 81.73 1401.53
2006-07 15.72 84.28 1762.53

Note: The Growth Index has been calculated with given below formula.
Growth Index = Present Year/Base Year*100
Base year: 1980-81=100

The plan expenditure was as low as 9.2% during 1995-96 whereas the
share of non-plan expendituré was around 90%. This also means and the flow of
funds for development purposes is gradually declining .A decline in the plan
expenditure retards growth of the university which may affect the overall growth.

-of the university in the long run. A sharp increase in the non-plan expenditure is
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also reflected in the growth index which has increased to 1762.53 during 2006-07
compared to 411 during the early 1990s and 100 during 1980-81.

An attempt is now made here to understand the non-plan expenditure by

sub heads. This is shown in the following table.

Table 5.02
Heads of expenditure (non- plan revenue account %) (1980-81 to 2006-07)
Faculties
University , Students' | Universit
General Institute Maintenanc | Welfare y
Administratio | & other | Examinatio | e ofFixed | Activitie | Auxiliary
Years n Facilities | n Charges Assets S Services
1980-81 3.81 76.80 2.61 1.81 11.39 3.59
1981-82 3.54 75.32 297 1.86 . 12.47 3.84
1982-83 3.64 74.73 2.43 4.05 11.28 3.88
1983-84 3.86 73.76 2.89 5.85 9.68 3.96
1984-85 3.90 75.01 1.93 5.12 9.99 4.05
1985-86 3.75 76.70 1.88 5.01 8.97 3.70
1986-87 3.89 74.84 1.57 5.94 10.08 3.68
1987-88 4.62 72.60 1.86 6.58 10.82 3.52
1988-89 4,28 74.64 2.28 5.30 10.26 3.24
1989-
90(RE) 3.79 76.77 1.80 4.84 9.27 3.53
1990- .
91(RE) 4.72 74.06 2.87 5.07 9.97 3.30
1991-92 4.57 74.58 1.62 5.43 9.98 3.82
1992-93 4.33 72.77 2.60 5.85 10.91 3.53
1993-94 4.04 71.87 3.40 7.04 10.20 3.44
1994-95 4.11 73.67 3.04 579 10.17 3.22
1995-96 4.22 73.99 . 2.46 5.65 10.45 3.23
1996-97 4.08 73.81 228 6.25 10.46 3.11
1997-98 4.10 74.60 2.50 4.84 10.83 3.14
1998-99 5.82 71.98 1.88 5.76 11.31 3.24
1999-00 4.49 76.80 187 | 484 9.60 2.40
2000-01 3.34 83.87 1.02 { - 3.04 - 6.98 1.75
2001-02 3.89 79.47 1.53 3.84 9.04 2.24
2002-03 3.91 77.09 3.73 3.71 9.34 2.22
2003-04 3.89 77.56 3.51 3.95 9.13 1.96
- 1.2004-05 3.89 76.32 3.88 5.02 9.03 _ 1.86
2005-06 4.03 _76.61 3.84 - 424 9.36 1.92
2006- _
1 07(RE) 3.82 79.92 212 3.75 8.32 2.06
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Notes: Others heads included sub heads like dead stock and equipments, pension,
visiting professors, and computer centre etc., which are inconsistent during
entire two decades.

RE: Revised Budgeted Estimates

5.03 Expenditure on Faculties/Institutions and Students’ Welfare
activities

Table 5.02 shows trends of expenditure under non plan revenue account
during 1980-81 to 2006-07 by sub-heads. As is shown in the table under the non-
plan revenue account, expenditure on faculties and institutions constitutes one of
the leading head of expenditure. This includes full provision for vacant posts,
normal provision for higher grade, scale to the teachers and non-teaching
employees of the University, annual increments on salary to the staff, revision of
dearness allowances, as well as revision of pay-scale to the employees, and
provision for expenditure on contingencies, printing, stationary, etc. This head

constitutes the highest share in the total expenditure.

Nearly two-third of the expenditure is incurred under this head. The other
important head is the studenté’ welfare activities. This inéludes,
(1) Games and éports,
(2) Hansa Mehta Library and Sir Sayajirac Memorial Library, and
(3) Halls of Residence.

On an average university spends around 78% on these two heads. Hence,
one can say that the major expenditure by the university is incurred on the
faculties and students’ welfare activities. However, therc; have been fluctuations;
and expenditure on faculties has ranged between nearly 84% and 71% over the
period of 27 years (1980-81-2006-07). Similarly, expenditure on Students’
welfare activities also shows fluctuations and has been lowest at 6.98% and

highest at 12.47% being on an average 9.97 % during the entire study period.
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Expenditure on Faculties and Institutes increased more than eighteén fold
during the study period. It increased from Rs. 310.95 lakhs in 1980-81 to
Rs.1241.62 lakhs in 1990-91. It further increased to Rs. 5759.30 lakhs in 2006-07.
OThe Compound Annual Growth Rate on expenditure on Faculties and Institutes

and other Faculties has been 15% per annum during pre-reform period.

Similarly, expenditure on Students” Welfare Activities increased more than |
13 folds during the entire study period. It increased from Rs._46.12 lakhs in 1980-
81 to Rs.167.17 lakhs in 1990-91; it further increased to Rs. 599.61 lakhs in 2006-
07. The Compound annual growth rate of Expenditures on Students’ Welfare

Activities has been 14 % ﬁer annum during pre reform period.

However, the growth of expenditure under both these heads saw a
declining trend during the post reform period to 10% per annum on faculties and
other institutions and to 9% per annum on students’ welfare activities during the

period from 1990-91 to 2006-07.

When one looks at these figures at constant price, it is clear that growth of
expenditure on faculties and institutions declined sharply and the compound
annual rate of growih was almost half from 7.9% to 3.5% during the period 1980-
81/1990-91 and 1990-91/2006-07 respectively. A much more significant decline
has been observed in the expenditure (constant price) on students’ welfare
activities declining to 1.7% per annum during the 1990-91 to 2006-07 from
11.03% per annum during the 1980s. This means that both the faculties and the
students’ welfare activities are badly affected due to resource crunch. Further,

these are not just two heads that are hit.
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5.04 University General Administration

University General Administration includes Expenditures such as salaries
of Vice-Chancellor, Pro-Vice-Chancellor, Officers, Clerks and Technicians,
Temporary Staff, Encashment of Leave, L.T.C etc. The trends in the University’s
pattern of expenditure during the years 1980-81 to 2006-07 show that the
expenditure under this head increased considerably during the past 27 years. The
expenditure increased from Rs. 15.43 lakhs in 1980-81 to Rs.79.19 lakhs in 1990-
91 and further to Rs. 275.02 lakhs in 2006-07. On An average, general
Administration constituted 4.09% as proportion of tofal expenditure during the
enﬁre period of 1980-81 to 2006-07. The Compound Annual Growth Rate of
expenditure on University Géneral Administration has been 18% per annum in pre
reform period of 1980-81 to 1990-91. However, there has been a decline in the
growth of expenditure under this head being as well to 9% per annum during the
period of 1990-91 to 2006-07..In fact at constant price this decline has been
tremendous when the growth rate has declined ffom 13.4% per annum during the
1980s to 1. 79% during the entire period 1990-91 to 2006-07. In fact, at constant
price there has been a decline in the expenditure on general administration even in

absolute terms during the early and late 1990s.

5.05 Examination Charges

Expenditure on examination includes payment of remuneration to the
examiners, factotums, peons and proof readers, as well as payment for
reassessment work, press bills, stationary, and travelling allowance to the
examiners. On an average Examination charges constituted 2.46% shares in the

total expenditures.

Among the major factors contributing to the increasirig growth of
expenditure on examination costs are growth in student enrolment, increase in
students taking examinations, expansion of new departments, new professional
- courses, changes in the examination system, higher cost of stationary and printing,
_increase in exam-allowance to non-teaching staff, and travelling allowance to

examiners. Examination charges increased fifteen fblds,during the entire study
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period. It increased from Rs. 10.55 lakhs to Rs. 48.06 lakhs in 1990-91; it further
increased to Rs. 152.75 lakhs in 2006-07. It may also be noted that examination
charges have suddenly increased from 2002-03. This may be due to revision of the
examination remuneration. The compound annual growth rate of expenditure of
examination charges has been 16% per annum during the period of 1980-81 to

1990-91 while this growth rate decreased to 12 % per annum during the period

1990-91 and onwards till 2006-07. A look at these figures at constant price also
shows a similar pattern aé in case of general administration whereby the
expenditure on exams at constant price declined even in absolute terms during
some of the years and the rate of growth has slightly declined from around 6%
during the 1980s to 5% per annum during the period 1990-91 to 2006-07.
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5.06 Maintenance of Fixed Assets
Under the head of expenditure on Maintenance of fixed assets, there are
four sub-heads:
1. Maintenance of buildings and Roads
2. Maintenance of gardens

3. University guesthouse
4. C.C. Mehta General Education Centre

The maintenance of the buildings, roads, gardens and other buildings has
priority in view of the fact that the University has acquired a constellation of old
buildings from the former Baroda State, which constitute a huge capital base and
require UGC assistance for the considerable maintenance that is needed to keep

them in good condition. (Jena, S.1..1983)

Expenditures on Maintenance of Fixed Assets increased from Rs.7.3 lakhs
in 1980-81 to Rs.84.99 lakhs in 1990-91, it has further increased to Rs. 270.42
lakhs in 2006-07. On an average, expenditure on Maintenance of Fixed Assefs
has been 4.83% in the total expenditures. The Compound Annual Growth Rate of
expenditure on Maintenance of Fixed Assets has been 28% during the 1980s

whereas this has declined to 7% during the 1990s and 2001 onwards.
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Table 5.05
Heads of Maintenance of fixed assets
(as % of total Maintenance of fixed assets during 1980-81 to 2006-07)

Maintenance

of Building | Maintenance | Uni. Guest C.C
Years & Roads of Gardens House Mehta
1980-81 79.28 14.48 6.24 -
1981-82 81.33 12.49 6.18 -
1982-83 83.49 13.79 2.72 -
1983-84 88.35 9.60 2.05 -
1984-85 87.53 10.30 2.16 -
1985-86 88.01 9.93 2.06 -
1986-87 89.95 8.18 1.87 -
1987-88 89.52 8.49 1.99 -
1988-89 88.73 9.09 2.18 ]
1989-90(RE) 88.37 9.60 2.03 -
1990-91(RE) '89.09 9.02 1.89 -
1991-92 84.81 7.81 1.92 5.46
1992-93 86.52 6.47 1.96 5.05
1993-94 89.37 4.98 1.61 4.04
1994-95 87.16 5.98 1.82 5.04
1995-96 85.93 6.51 2.03 5.54
1996-97 88.63 4.95 1.87 4.55
1997-98 _ 84.10 6.38 2.70 6.82
1998-99 84.14 6.36 2.47 7.03
1999-00 82.43 6.47 2.09 9.00
2000-01 79.87 7.80 2.24 10.09
2001-02 79.87 7.32 2.50 10.32
2002-03 79.20 .7.35 2.86 10.60
2003-04 78.62 7.21 2.53 11.63
2004-05 84.79 547 220 7.54
2005-06 82.37 6.60 1.56 9.46
2006-07 RE 79.32 7.14 2.91 10.62

Note: - Not started

RE: Revised Budgeted Estimates
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Share of Maintenance of Buildings and Roads Expenditure to total
Maintenance of Fixed Assets expenditures has been fluctuating during the entire
period of 27 years. On an average expenditure of Maintenance of Buildings and
Roads as proportion of total expenditure on maintenance of Fixed Assets has been

84.84 % during the period of study where as that on maintenance of being 8.14%.

5.07 University Auxiliary Service

The University works on long-term publication program, for producing a
series of standard works in the different disciplines. These éxpenses are covered
under auxiliary services and relate to expenses on:
1. University press
2. University stationary unit

3. Publication-sales unit

Expenditures on Auxiliary Services increased more than 10 times during
the study period. The Compound Annual Growth on expenditure of Auxiliary
Services has been 14 % per annum during pre reforms and 6 % per annum during.
% share of Auxiliary services to total expenditures ranged from 1.75 to 4.05. On
average the share of auxiliary services has been 3.09% in total expenditures. At
constant price the expenditure under this had grew at a rate of nearly 6% per
annum during the 1980s Which declined to nearly -1% during the period 1990-91
to 2006-07. This is also shown in the table 5.05 whereby during some of the years,

the expenditure under this head has declined in absolute terms also.

As is clear from the above table that the non-plan expenditure of the
university under vatious sub heads has grown considerably over the years.
However, this growth has not been consistent being high during the pre reform
period and low since the 1990s. This general slow down in the growth of
expenditure is general in nature and wide spread right from expenditure on
faculties/institutions, general administration, student welfare activities, to even

auxiliary services. The decline in the growth of expenditure on faculties is bound
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to impact the quality of education and research, the two important functions of the

universities.
Section II1

5.08 Capital and Revenue account

_ Table 5.06
Non-plan Capital and Revenue Expenditure at current and constant prices
(as % of total non-plan expenditure)

Years Capital | Revenue
1980-81 34.29 65.71
1981-92 32,99 67.01
1982-83 27.53 7247
1983-84 32.26 67.74
1984-85 31.66 68.34
1985-86 35.02 64.98
1986-87 34.98 65.02
1987-88 33.59 66.41
1988-89 26.94 73.06
1989-90 27.71 72.29
1990-91 126.13 73.87
1991-92 25.44 7456
1992-93 24.36 75.64
1993-94 0.00 100.00
1994-95 . 9.52 90.48
1995-96 6.83 93.17
1996-97 5.39 94.61
1997-98 - 6.39 93.61
1998-99 3.92 96.08
1999-00 1331 86.69
2000-01 2.96 97.04
12001-02 1.58 98.42
2002-03 4.94 95.06
2003-04 4.69 9531
2004-05 4.58 95.42
2005-06 444 95.56
2006-07 3.57 96.43
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In the budget framework, resources flow from government in two forms —
in the revenue account of the budget and the capital account. While in the revenue
account budget the share of education sector is reasonably large, in the capital
budget the share of education is infinitesimally small, the net result being pushing
down the share of education in the total budget. But most researchers, planners,
and general official documents confine to revenue budget only and give the
impression that larger allocations are being made for education in the budgets. In
both central and states budgets révenuc expenditure on education is substantial,
and the capital expenditure forms a very small magnitude (Tilak J.B.G.2003).
However, in terms of growth of the infrastructure development of the university

system, such an analysis becomes imperative.

Above table summarizes the Non-plan Revenue and Capital expenditure
during the period of 27 years from 1980-81 to 2006-07. It has already been seen
in the previous chapter that the financial resources from the government are

declining.

So far as the revenue ‘aécount of the university is concerned, it has
increased by more than fourteen folds during the period of study in absolute
terms. It increased from Rs. 392.69 lakhs during 1980-81 to 1487.30 lakhs during
1990-91, further it increased to 5677.46 lakhs in 2006-07.however,

The Capital receipts have increased 23 folds during the period of study,
capital account increased during 1980-81 to 1990-91, it increased from Rs. 238.29
lakhs in 1980-81 to 612.29 lakhs in 1990-91. Then capital account decreased to
70% and reached to Rs. 184.50 lakhs during 2006-07. In poSt reform period .
capital revenue decreased drastically. Share of capital and revenue receipts as
percentage of total non-plan during 1980-81 has been 38% and 62% respectively,
while after post reform period scenario has changed and remained only 3%and
97% respectively during 2006-07. It shows after a decline in the share of capital

receipts by source of finance.
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Expenditure on capital account and revenue account had been 38% and
62% respectively during 1980-81. Over the years the scenario has changed and
the share of capital and revenue account changed to 3% and 97% respectively
during the 1990s to 2006-07. This is also a reflection on the restrain in building of

infrastructure necessary for the growth of a higher education system.

Section IV

5.12 Recurring and Non-recurring Expenditure .‘

In case of education, includirig higher education, plan expenditure are
relatively of small size and there has been an increase in the non-plan
expenditures for the maintenance of gigantic system recognized as the
world”(Joshi M. 1998)

Plan expenditure is for the development scheme financed By the University
Grant Commission and/or State Government and Research and other schemes
financed by central government The financial estimates of the plan development
schemes and research and other schemes is divided into two parts
(a)  Development schemes-recurring expenditure

(b)  Development schemes-non recurring expenditure

The recurring expenditure increased more thanr 6 times from Rs.45.76 lakhs
during 1980-81 to Rs. 788.60 lakhs during 1990-91 further increased to Rs.306.47
lakhs during 2006-07.
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Table 5.07
Recurring and Non-Recurring expenditures (as % of total expenditure)
(1980-81 to 2006-07)

Years Recurring expenditure Non-recurring expenditures
Current Constant Price | Current Constant
Price Price Price
1980-81 60.10 3990 | ..
1981-82 68.91 3109 ...
1982-83 5339 | ... 4661 | ...
1983-84 6472 | ... 3528 | ...
1987-88 7455 | ... 2545 | ...
1988-89 63.82 63.82 36.18 36.18
1989-90 61.88 61.88 38.12 38.12
1990-91 68.15 68.15 31.85 31.85
1991-92 64.02 64.02 35.98 35.98
1992-93 60.13 60.13 39.87 39.87
1993-94 78.63 78.63 21.37 21.37
1994-95 65.75 65.75 34.51 34.25
1995-96 65.71 74.84 22.09 25.16
1996-97 56.15 66.64 28.11 33.36
1997-98 43.21 54.72 35.76 45.28
1998-99 65.86 66.68 32.91 33.32
1999-00 51.55 53.17 45.41 46.83
2000-01 52.54 65.71 2741 34.29
2001-02 51.42 54.46 42.99 45.54
2002-03 51.75 56.01 40.64 43.99
2003-04 58.24 62.78 34.53 37.22
2004-05 45.78 55.64 36.52 44.36
2005-06 48.80 47.54 51.20 52.46
2006-07 57.82 62.37 34.89 37.63

Note : ... Not Applicable

148



€0's Heyd



As is shown in the table and the chart, the recurring expenditure has been
higher than the non-recurring expenditure through the whole period though there
are fluctuations in the share of both the recurring and ‘the non-recurring
expenditure, at current price and also at constant price. The share of recurring
expenditure declined sharply during the late 1990s. This might have been due to a

freeze on new appointments and therefore impacting the salary of the staff.

Table 5.08 '
Non-Recurring expenditure by Heads -
(as % of total non-recurring expenditure) 1980-81 to 2006-07

Years Books | Purchase of | Buildings
& Equipments
| Journals
1980-81 6.57 32.6 60.85
1981-82 7.58 26.8 65.60
1982-83 7.59 74.2 18.24
1983-84 11.63 59.9 28.43
1987-88 6.20 54.7 39.09
1988-89 16.40 43.6 40.05
1989-90 18.81 60.9 20.33
1990-91 6.38 67.9 25.70
1991-92 24.72 50.6 24,72
1992-93 18.36 47.0 34.66
1993-94 14.94 27.8 57.22
1994-95 20.59 394 40.82
11995-96 22.82 34.8 42.34
11996-97 27.42 31.0 41.60
1997-98 6.66 66.7 26.67
1998-99 26.78 45.3 27.92
1999-00 | 9.39 48.0 42.62
2000-01 14.82 56.3 28.86
2001-02 8.72 53.0 38.29
2002-03 .1.01 80.0 18.99
2003-04 2.76 74.5 22.70
2004-05 8.98 55.6 35.53
2005-06 4.92 31.8 63.25
2006-07 582 | 710 23.22
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heads of the non recurring expenditure are books and Jjourrg

equipments etc. and maintenance of buildings.

s

The table shows that in The M.S. University of Baroda the expx ure n
books and journals increased more than 9 folds during the period of study. It
increased from Rs.3.3 lakhs during 1980-81 to Rs. 6.5 lakhs in 1990-91. It further
increased to 31.41 lakhs during 2006-07. The expenditure under the head
purchase of equipment increased by more than 23times. It increased from Rs.
16.38 lakhs during 1980-81 to Rs.69.25 lakhs during 1990-91. It further increased
to Rs. 383.27 lakhs during 2006-07. The share of expenditure under this head has
increased considerably over the years whereas the share of expenditure on books
has significantly declined, in fact, reaching as low as nearly 1% during 2002-03.
Though this has been increasing of late, still has not been able to reach even up to
the level of expenditure on books during the 1990s. This is bound to affect the
quality of education particularly in the general streams. The fact that the share of
expenditure on purchase of equipments has increased in the non-recurring
expenditure reflects growing emphasis on the science streams rather than general

streams like Arts and commerce.

Section V

5.13 Cost of Higher Education

When higher education is an investment and there are higher private
returns, it is imperative to understand the contribution of the individuals and
households to the total cost of higher education. This issue becomes all the more
important in the wake of financial stringency on the part of government. Such an
exercise becomes important in the policy making as well. An attempt is made here
in this section to calculate the total cost per student in the university. An attempt is
also made to examine the private and social cost per student. This however. is

only a very broad exercise.
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~ Table 5.09
Per student Private, Total and Social cost of Student during
1980-81 to 2005-06

Social Pvt. | Social

Private Total Cost/Student | Cost as | Cost

Cost/ Cost / -=(Private %of | as%

Student | Student | Cost- Total | Total of
Years Cost) Cost | Total
1980-81 589.30 | 1607.19 1017.90 36.67 | 63.33
1981-82 RE 51541 | 1425.93 910.52 36.15 | 63.85
1982-83 572.17 | 1797.14 122497 31.84 | 68.16
1983-84(RE) | 814.66 | 2269.55 1454.89 3590 | 64.10
1984-85 604.67 | 2531.92 1927.25 23.88 | 76.12
1985-86 304.51 2339.2 2034.69 13.02 | 86.98
1986-87 385.86 | 2588.54 2202.67 14.91 | 85.09
1987-88 466.60 | 3056.79 | 2590.19 15.26 | 84.74
1988-89 42937 | 3512.10 3082.73 12.23 | 87.77
1989-90 424.64 | 4429.96 4005.32 9.59 90.41
1990-91 44139 | 3449.01 3007.62 12.80 | 87.20
1991-92 362.43 | 3112.34 274991 11.64 | 88.36
1992-93 441.13 | 3268.29 2827.16 13.50 | 86.50
1993-94 43643 | 3987.49 3551.07 10.94 | 89.06
1994-95 398.07 | 3990.88 3592.81 9.97 90.03
1995-96 559.06 | 4779.68 4220.61 11.70 .| 88.30
1996-97 548.15 | 5144.17 4596.02 10.66 | 89.34
1997-98 674.00 | 5352.08 4678.08 12.59 | 87.41
1998-99 670.55 | 6506.48 5835.94 10.31 | 89.69
1999-00 638.30 | 8006.58 7368.27 -7.97 92.03
2000-01 601.14 | 10657.48 10056.33 564 | 94.36
2001-02 853.30 | 8941.76 8088.46 9.54 90.46
2002-03 819.58 8198.2 7378.63 10.00 [ 90.00
2003-04 101233 | 9360.8 8348.47 10.81 | 89.19
2004-05 1205.58 | 9626.5 8420.92 12.52 | 87.48
2005-06 127427 | 9207.74 7933.47 13.84 | 86.16

Note: Private cost= Total Receipts from fee/ Number of students,
Total cost=Total Expenditure of faculties/Number
of students, Social cost = Total cost — Number of students

152



The private cost per students in the year 1980-81 was Rs.589 which
declined to Rs.515 in the year 1981-82. This initially increased during the mid-
eighties but then started declining. By the mid eighties it was as low as Rs. 304
per student. The year 2002-03 saw a surge and the private cost per student
‘increased to Rs.819. this has increased up to Rs. 1274 in the year 2005-06.

During the same time period the total cost per student increased from Rs.
1607 in 1980-81 to 10657 in the year 2000-01. There after it showed a fluctuating
trend and in the year 2005-06 it was 9207. The social cost per students increased
during the same time span. It was Rs. 1017 in the year 1980-81. It increased up to
Rs. 10000 in the year 2000-01. It was Rs. 7933 in 2005-06. '

Here it is noteworthy that the private cost of education per student has not
only been low but it is declining over the years. The pfivate cost per student
which was around 37% during the early 1980s declined to around 7% by 1999-
2000. This has slightly improved since then but has still been around only 13-14%
presently. On the other hand, the social cost has reached a level of around 86%
from nearly 63%. Hence, the contribution of households' and individuals to higher

* education has declined considerably.

The figures for cost per student at constant price are much more revealing.
In fact, during the entire period from 1985-86 to 2005(—06, the private cost
declined at a compound annul rate of growth of 9% and social cost at a rate of 4%
per annum. This means that the decline in the private cost per student is much

sharper than the decline in the social cost.
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Table 5.10
Cost per student at constant price (1984-85=100)

Constant Price Constant Constant
Price "~ Price
Private Social Total

Years Cost/Student | Cost/Student | Cost/Student
1986-87 335.53 1915.37 2250.90
1987-88 370.32 2055.71 2426.02
1988-89 315.71 2266.71 2582.43
1989-90 292.86 2762.29 3055.15 -
1990-91 274.16 1868.09 2142.24
1991-92 198.05 1502.68 1700.73
1992-93 21838 1399.58 1617.96
1993-94 20205 1644.01 1846.06
1994-95 167.96 1515.95 1683.92
1995-96 215.85 1629.58 1845.43
1996-97 193.69 1624.03 1817.73
1997-98 223.18 1549.03 1772.21
1998-99 198.98 1731.73 1930.71
1999-00 181.34 2093.26 2274.60
2000-01 162.03 2710.60 2872.63
2001-02 218.79 2073.96 2292.76
2002-03 202.36 1821.88 2024.25
2003-04 241.03 1987.73 2228.76
2004-05 276.51 1931.40 2207.91
2005-06 » 279.45 - 1739.80 2019.24

Given the fact, that the resource flow from the government is on decline on
the one hand, and the contribution of the private households to the cost of
education is declining; it is the quality df educétion that seems to have suffered in
the process. The impact of this declining funds whether private or public and its

impact on education is a further area of research.
Section VI

5.14 Forecasting of total expenditure

As mentioned earlier, the forecasting of the expenditure aspect will be

useful in the management of the receipté and expenditures. The data source is the
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budget estimates of the university and data pertains to the period 1980-81 to
2006-07. To forecast the total expenditure up to 2015, a different combination of
forecasting models viz. linear model, Cochrane-Orcutt model, ARMA
[Autoregressive Moving Average Model], ARIMA [Autbregressive Integrated
Moving Average Model] has been used to find out the best suitable model which
has capacity to forecast with minimum margin of error. Out of -all those
combination it has been found that ARIMA' (0,1,0) fits best in explaining past
moment in total expenditure and has potential to forecast total expenditure up to
-2015. The result presented has been that of the best model only. SPSS 15 [Time

series: Expert modeler] has been used for forecasting.
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The above chart indicates that total expenditure has an increasing trend up
to 2001. Then after, it declines and again has an increasing trend. To capture this
trend of ups and down in the total expenditure as mentioned above ARIMA
(0,1,0) model has the capacity to explain past variations in total expenditure and

make proper forecast for total expenditure up to 2015.

Following is the model fit summary statistics.

Table 5.11
Model Statistics
Model Statistics
Model Fit statistics Ljung-Box Q(18)
Number of Stationary Number of

Model Predictors R-squared MAPE MaxAPE Statistics DF Sig. Qutliers
Total .
Expenditure-Model_1 1 918 8.044 30.680 50.494 18 000 3

As the above table shows, MAPE [Mean Absolute Percentage Error] is

- 8.044, indicating that if ARIMA (0,1,0) model is ﬁsed for forecasting, the Mean
" Absolute Percentage Error is about 8 percent. So, on an average this model has
capacity to forecast correctly up to 92 percent. Value of Stationary R? is 918
indicating that this model’ has very high (about 91%) explanatory power and
model is good fit. Ljung-Box Q (18) has significance value and is .000, indicating
that the residuals are white noise or having a random walk. Moreover, the data on
total eXpenditure exhibits 3 outliers during 1980-81 to 2006-07. ARIMA (0,1,0)

has capacity to incorporate all these 3 outliers at the time of forecasting.
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In the above graph one can see how best this model explains the past
moment (Red line is observed value, thin blue line is fit value and thick blue line

is forecast value). Graphically also we can see that the model is good fit.

Table 5.12
Forecasting of total expenditure (in Rs.)
with the help of ARIMA (0,1,0)

Year Total expenditure (in Rs.)
2008 633741884.2
2009 655654973.3
2010 677568062.4
2011 699481151.6
2012 721394240.7
2013  743307329.8
2014 765220418.9
2015 787133508.0

On an average, the total expenditure of the university is likely to grow at
the compounded annual rate of 2.75% per annum. This means that over the
coming years the expenditures of the university are likely to grow at a much lower
rate compared to even the 1990s. Whereas decline in expenditure is a positive
sign, it is important at the same time that the quality of education does not suffer

in the process to meet the challenges of globalisation and increasing competition.

5.16 Conclusion

~ In India, higher education is in deep financial strain with escalating costs
and increasing needsion the one hand, and shrinking budgetary resources, on the
other. “During the recent times, it has been recommended that while the
government should make a firm commitment to higher egiucation, institutions of
higher education ought to make efforts to raise their own resources by raising the -
fees level, encouraging private donations and by generating revenue through

consultancy and other activities.”
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