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HumAan CarPiTAL
FoORMATION IN INDIA

After siudying this chapte:s, the learners will understand

¢ the cong=pis of Human Rescurcs, Human Capital Formation and Hoamam
Development

. the iinks betweeninvestment in human capitel. sconomic growth and
humarn development

. the need for fovernmment spending oneducation and-health

. the efateof Indias educatiopsi attsiment.
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“... the witdom af expending public and private funds on education s yot to be |
measnred by Its direet fmdis aloge, [t will be profitable as a mere lBvestment,
ro give the masses of people moell greater opporianities thag they can generally
avail fBemselves of, For by thils means many, who sould bave died nnknown,
are:enalited fo get the stant nessied for hringing ont thedr Infeat abilift=s",

Alfred Marshall

4.1 IsrooocTios

Think of cne factor thot bhas made =
great- difference 1o the evolution of
manking, Perbaps it is human
eapacity tc store and trapsmit
amowledge which they have been doing
throudh comversation. through songds
and throudh slabemate lectures, Buot
numans spon-foand ont that we noeed
a good deal of faining and skill ta do
things efficiently. We know that the
Isbour skill of an edncated persan is
mere than that of am uneducated
person and henee the former s ghle

Fij. 4.1 Ad=gur=r= ﬂ’uu:l:ummn-:-':;m._?:r' i=
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.nntﬁqua.mgf
Icmafﬁn-w avie that fas

to generate more Imeome then the latter
and bis ar her contribution o economic
growth is, consequently, mare,
Eduration is sought ot ooly gs it
confers higher carming capacity on
people but.also for its other highly
valued benefits: it gres one = better
=arinl standing and prnde; i1 enables
ome to make betier choices in Hfs; ®
provides knowledge to inderstand the
chandes taking plare in society: it lsg
stigtulates fmdovations. Moreover,
the availahijlity of edneated: labonr
foree facihitates adantation of new
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techknologies. Economists have sty=ssed
the need for expanding educational
opportunities 1m a oaticn 85 it
scecelerates the development protess.

4.2 Woar 15 Homtaxy CarrTar?

Jaost as 3 conntry can: fiirn pivsiczl
resources like land into vhysical
capital like factories; sanilarly, it can
=/lse turn human sescurces like
nursss. fermers. teachers, students
intn Bumesn eapiis] ke engdlineess and
doctors. Socisties mesd sufficient
human capital in the first placs—in
the form of competent peoplewho have
them=elves been edurated and rained
&= professars and ather professionals,
lo other words, we need good humsn
capitzal to mroduce pther human capital
{say. nurses. farmers. teachers,
doctors, endmeers,.. ). Lhis means that
we need investment m hurzat capital
to produsce more hutnan capital put of
hnman resgurces:

Letizs nnderstand a Hittls more of

whist Imimisen capiis] means Gy posing.

the followires guestions *

fil What sr= the sourres of iman
capitai?

i} Is thers any r=lation ' befv=en
human capital =nid sconomic
growth of 2 conntry?

fiiif is the formstien of haman
capital inked to peoples all-round
development ar; as it is now called,
human development?

[ivi What role can the govermment
play in human capital fonmation
“in Trdia?

4.3 Soumrces oF Humax Carrrac

Investment in education is considered
as one of the man sources of human
capitat. There are seversl other soirees
aswell Investmentsin health, on-the-
job training, migration and informe=tion
are the other sources of human capitzl
formation.

Why do vour parsnfis sperrd
money oo sducation? Spending on

Work This Out
5 Identfy and collees the dara
from three familles frem
différent sivata || yere poor
(] middis elas=s and (1i1)
affiunant Study  ths
expendiinre pattern of the
fah:ﬁj_eg on ‘ednication of

education by individuals is similar to
spending on capital geods By
l‘_'El]lpiﬂ._:‘:iEﬁ- with the uEEjEEttiT of
Intreasing future profits over a period
of ime. Likewizse, indwiduals invest
in sducation with the objective of
mereasing their uture moeome

Like education, heslth is also
considered as an important input for
the developiment of a natinn 2s'murch
asit is important for the development

Who can work better—a sick
pEr=om or A persan with ssund health?
A sick lzhourer without decess to
medica]| farilifiss s compelied to
absiain from work and there is loss of
productivity. Hence, expenditure oo
heaith is an mpertant scurce aof

human capital formation.

INDHAN ECONOMIC DEVFLOFATFENT
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The zmount of money
spent on preventive
medicine [vaceimation).
curative medicine
[medical intervention
durnng illness). soeial
medicine (spresc of
health literacy] and
provision of clean
drnlond water-and good sanitation
are the varnious forms of health
expenditures. Health sexpendituse
directly mncreases the suppiv of heslthy
fabour force:-and 15, thuas. a source of
bumsn capital
__  formation

Firms spend on
giving on-the-

+  job-training ic

- - ». . their warkers.
A )

This may take

different forms:
ane, the workers may be ramed n-the
firm itsel under the superasion of-a
skilled worken twe. the workers may
be sent for offcompus trawmng. In both
thess cases firms nour S0me EXpeERsEs.

Firmswill, thus, msist that the workers:

saould work for-a specific period of
time, after their on-the-job traimng,
durng which it can recover the bensfits
of the enhanced productivity owing to
the traming. Expenditure regarding on-
the-job trainmng i5-& source of human
capitel fommabtonas the reurz of such
expenditure an the form of enhanced
fabour preduchvity is more than the
costof it

People migrale in ssarch of Jobs
that fetrh them bigher salaries than
whet they mey get in thewr mabve

HOMAN CATHTAr FiERMATION IN INTL4

pleres. Unemplovment is the reason for
the Tural-uroen migration in- Indis,
Technically guslified persens: like
engineers and doctors, migratetc other
couniries because of higher salaries
that they may gek In surh counimes.
Migration iz both these eases invelves
caost of fransport. ngher cost of ving
m the migrated places and psychic
costs of ltving In & strangde socig-
culbiers! setup, The enbaneed earmngs
i the new place outweigh the costs of
migration: henee, expenditure on
mugration 1s . alse & souree of human
capitsl formation:

Peeple spend to -Ecguire
information relating to the labour
market and other markets like
edurcaton-and -health,. For essmple.
people wantto know the level of salaries
assaciated with vanous types of Jebs.
whether the sducational instihations
provide the nght type of employable
slells and at whot cost: This mfarmation
s mecessary to make decisicos
Egarting mvestments I vnan capits!
as well as for efficient utihsation of the
acguired human- capital stock:
Expenditure incurred for acguinng
mfermation relating to the labour
market and other markets is also a
sgurce of human capitsl formation.
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Box4.1: Physical and Human Capltal

-Both the forme of caplal formation are gutcomes of carecious Investmens declsione

fmmgmmmﬂ%%mﬂzmﬂimiw
dinthisreard Thosngeprensur poksezsas Imowi=dls to caleiliis fl= svpestsdrates
TERUID W & Tenge of invesoments and .hgﬂrd&naﬂvi!mdﬁwh}thunﬂﬂfﬁe
trvestments should be mads mﬁﬁrﬂﬂp#mm uiiuﬂﬂcmneq""thﬂ
de&m—meMmm
and rechmieal process, &Mﬂpandmehmmﬁﬂfmmnhmmmm
fn one’s Hite when she/he s umaliie to dacife whether frwould marximiss fer ‘his eamings:
Children are giveny diffevent types of schoea] eduscation ond health cars factitries by thelr
parenis and the =iy T.iup-&:r.'. echirators and socisy infhenes the dacelone
mmmmmagwmmmumm
j===] }Esﬁatﬂﬁﬂhmanmpm&lrmﬂmatﬂﬂ_iagehdm theaiready
formed human capitat ar the schoo] l=vel Ih.mmmpfml.ﬂmaﬂmiipﬂm‘vamﬂ
process and panily & coneriony decision of the posseser of the hiiman

}mkngw-th_xthemﬂ:dnphvﬂ:;iﬂpmlﬂfahm nmm;m;uﬂaﬂm
thie place where i 1s ased: whereas. 3 busidives, who possesses the mowisdige and
=hilite o drive the bus, should e presentwhen the bus is nsed for transportation of
people and matériols. Finesteal capiral is tangihle and can be eastly sold in the market
lke =y orher commmcdicy Human copitalie intangihles it e sndeganonaly bullrin the
By and rivind of ire sEner Hm&mﬁtal&muﬂdmﬂmmmﬂmr th= e=rvices
- f@hmmﬁ@m]ﬂﬂhmﬂmmmmmmmdm
hiuman capital to be presentin the place of producton. The physical capital is
Rp:&mhmﬂmmmuﬂmymmfﬁmmm

The twa forme of eavitra] diffier f1s Evme af melliie across spacs. Fhvsieal canital =
complstel mistille berssen colmeTles sncess for somse artificlal basds restietions. Human
capital snot perdectiy mohifle betwiéen couniriésas mosement i3 resoricted e radonalit
and enlmre Therefore, physical capiral frmnation can be hufk even through tmperts,
mMmMﬂﬂﬁmumﬂdﬂﬁsmmﬂmm
in conomancs with the nutareof the sdcisty and sconemy and ssnenditurs by the
=tzte and the ndbddagts.

Beth forms of capizal deprectste with time bur the nanme of depreciatdon diffss
between the tvo, Continusiis tse of thaching lrads to deprectation and change of
M@mamammmmu&mmwmﬁ
placewith egeing bit é5n berediced, to alargesxtent throligh calsinious ivesomets
i educanion. heslth. #tc. This Invesmment afso facflitates the human capital o cope
with change in technology wiich is not the case with physteal eapizal

Matinre of benefite fowing from hymsn capial sye differers from that of physieal
capital Human eapits! bersfis not ey the onner but ales the soctsiv in geseral This
is £alled extarnal benefit An sducdted person can sffectit=ly takes part in a demorrade
process and contribute o the sorio-economic progress of anation. A healthy person.
hmﬂmmmmﬂ&mﬂcﬂﬂm@mdﬁﬁm
andeniremics Human eapital creates both privaie and soctal bensilte wissrese phy=ieal
capital crest=s only privatebenefit. That le, banefits from & capital good fow to these
=ho poy-the price for the prodies st semvices produeces e it

m
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Thoe concept of physical eapitel 1s
the base for conceptualising human
capital, There srz some smmlanities
between the two forms of capital; there
a1 some sizilkind diszimilerities s
well See Box L.1

Human Capital and Economic
Growth; Who eontnbutes more to
natinnal meame— g worksrm 3 fackyy
o1& software professional? We hkoow
that the labour skill of an educated
persen--is meore than that of an
rnedncated person and that the foomer
denerstes Tnore income than the lather,
Economic growth means the incregse
in-Teal nabtional income of 2 country;
natnrally, the contribution of the
ecucaisd person o ecopomic growth
is mare than that of an illiterate person.
If a bealthy persom could preovide

>

-~ Laok at Fig. 4.2
amdl discuss,

[=] What are the advanisges of
having proper ‘classroom’?

(bl Tiewor think the children
golng to this schol are
recsiving quiaiity educstion”

(e} “‘]:‘1:: theze schools do Dot
Iave fldings?

uninterrupted iabsur supply for a
longer penoa of bme. then heslth s
alss an mmportant factor for economic
growih. Thus. bothr education and
health, alond with many other {actors
hke on-the-job trammng. job market
information and migration, increassan

Fig. 4.2 Cre=tieg mnnen oapit=(- & schood e g mn in meloe =hin prempicss in Dalhd

HOMAN CATHTAr FiERMATION IN INTL4
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individual's
eapaniiy,

This-enheaneed produchivity of
buman Beings-or human capital
eoniributes substantaily noet enly
towards increasing labour
produchbvity but slse stimuiates
innovatioss and czeetes ability 1o
shsork new technologies. Education
provides knowledsge to understand
ehanges -in society .ang scientific
adrvancemenis, thus, facilitate
inventions snd innevations. Sonilacly.
the aveilzbility of edocsted labour
force facilitztes-adaptation to mew
technnlogies:

Empinrs! evidence to prove that
increase in buman ezpital causes
economic growih-is mther nebulous.
This may be because of measurement
problems, For swxample, eduecating
measured in terms of yvears of
srhogling. feacher-pupil ratis. andg
senreghnent rates m=y oot reflect the
guality of edurstion, health s=rvices
measiiTed in menetary terms. Life
expeciancy and mortality Tates may
notreflect the true heslth statiisof the
Ppeopis 1o 3 country, Using the
indicators menbonsd above, an
analysis of improvement in education
#nd hiealth sectors and. srowih 1o 22l

INCOomE gSEOETEING

p=r capita infome in bath developing.

#nd develgpsd eounizies shows-that
there is comergence i the measures
of human capital but ne sign of
comverdence of per capita real income.
In cther words. the Muanso capiisl
growth in developing esuntriss hes
been faster but the growih of per éapita
real income has net been that fast
Thers are reasons to belicve that the

6}
[ B

Fig. 43 mmmﬁima

causality bebwreen human espital and
economic growth flews in either
direstions. [hab s, higher mcome
causes building of high level ef human
capifal and vies vers=. thatis, high level
of buman capital eauses growth of
income,

Indis recognised the importanee of
bumsn capital in- economic growth
long ago: The Seventh Five Year Flan
EEVS. T HUMman [ESoUrces deveiopiment
(read human capital) has neces=anly
to be sssigoned a key role 1o any
development strategy. particulariy in
& country with -z large populztion:
Teained and educated on sound lines,
= large populstion can- itself become
=0 asset in accelerating econmomic
growih snd in ensurng socel change
in desed direchions,”

It is diffizilt to establish a relation of
cause and effect from the growth of
human capital {(education and heaith)
to economic growth but we canseem

INTVLAN ECOMOMIC DEVELOGPAFENT
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TEEIE 41
Salzet Indicators of Dévelopmeént In Eduoation and Heallh Sectors

Particebars 1851 191 ES91 | 2001 | B0I&IF
Heal Pee Capita Ineome i Rs) 7.652 11T 15,748 00s TT.ESD
Condes Desrh 251 128 8] - ] &3
E=tr [P 1 000 Fopulstemd
Infars Motality Fate 145 110 80 <3 83
Eafe ! i Yl T2 241 =1 R E3.9 &7
=t (i Ye=rs|

Fermals 8.2 =T &8 GE.B Fil
| Literscy Eate it 16,67 43,57 5291 6320 76

Spurce: Eponnmie Surrerforysrimss pears, Mintehpad Finsnre NatEnel Seatvetina] (e Afinfesse

Tabled. 1 'that these sedos havegrown
sinultaneously. Growth fn each sector
Frooably has reinforeed the growth of
‘e¥eIy other sectot.

The Natomsl Educatica Pollcy
2020 stztes that the world is

undergoing rapld changes in the

]ﬂ]ﬁﬁ-‘iﬂﬂ:_;__'e iendsespe. With varicus
dramatic sciemntific and techsological
advances, such as thetise of big data,
machine learming. and artificial
intelligfence, many unskilled jobs
worldwide may be taken orez by
machines, wiiile the need for a skdlled

workforce; particulariy invelving
mathematics, computer science. and
datz =cience, in conjunction with
multidisciplinary abilities across the
gricpness and socisl sciendes. znd
bumanities, will be increasingly in
greater demand. With climate change.
increasing pallution, and depleting
satural resources; thers will be &
sireshle-shift in how we meet the world's
energy. water, food, and sanitation
aceds, again resulting in the need for
new skilled labaur, particularly in
biology. chemistry, ohysics,
agriculture climate science;, and
sncizl srcisnce. The growing
emergence of-=pideamics and
pandemiecs will alsa eall for
collaborative research ininfectious
gisesgse mEnagemmsat and
gevelogment of varceinss and ths
resultant soeial issvies-heightens
the need for multidisciplinary
lestning. There will be=a growing
geinand for humanities and artas
India moi=s towards becoming g

Fig. 44 Job oo hand: nu’u.ma:s Iodig into 5 geveloped country as well as

L:::E;lwl':fgt:um:lm'r

BHINAN CATITAL FiEEHAHi;:}J i i

i
i

2EZ4-25



Box-4,2: Indfa as a Enowledge Economy

The Indian softwars Indusiry hae besn showing an tmpressive record =y the
past teo decades. Entreprensurs, biresucrats and politicians are now advaneing
visws about how Indiz con trareform ftssl fnto o knowisdge-bassd economy by
using informadon echnolegy (1)) There have been some Instances of villagers
nsing e-mat] which are clied as examples of such tansformation Likewiss, e-
governance (e balng prolected s< the way of the fiiure The value of IT Sepends
greatiy an the existng i=vel of soonamic development Do vou think IT — bassd
services in rural sreas will lead to Humsn developmentT Discuss

amcnyg the three lorgest scanomies in
the world, This policy vision sugiests
how human capital fermstion (o India
will move: its-sconomy to & higher
growth trajectory based on knowledge
Iend=came.

4.4 Humax Carvar ann Humas
DEvELOPMENT

Th= two Brns sonmnd similsay out there
= & clear distinction beiwsen Hrenms.
Human capital considers sducation
and headlth a5 a means tg fAcrrease
labonr produchtvity. Human
d=velopment is based on ths idea that
sducation and health are integr=l to
humisn well-being bersuse only when
people have the ability to read and
write and the ability to lead = long
and healthy Iife. they
will b= zbie tc make other choices
which thev value., Human capital
tr=sis homa=n beings 55 38 means o
an end; the end being the increase
in productivity, In this view, anoy
Investmmentin education and heslih is
unmoductsve if it does not enh=nce
coipst of goods and s=mvices. Im the
Tmman development perspective.

htirman Beings are ends i themselves.
Humsén welfare should b= incr=ased
through mvestments in education and
heaith evenif surh imestmentsdo oot
resplt Ao higher Iabour productivity.
Theretors, basic sducation: and hasic
heaith are Important in themseives.
frTespective of their contribution to
Iabour productwty. In such a vi=w,
every indimrhie] hess mght bo o=t Basic
eduestion’snd Yasic hesith oa1e, thad
is, svery individual ha= & right te be
{it=rats and lead a healthy lifs,

%—“" 5 Work This Out

I a con=trncton wWirksr,

mald-=eivant, dhedl or 2

In=rhcnl hiz 3h=cnit=d

hers=iffhimself for long dus

o i1l heakth, find out how &
hax afferted harfhie

{i} jok =ccuriiy
(§) wags/salare

Whar could he the possibie
reaspnsT

INDHAN ECONOMIC DEVFLOFATFENT
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4.5 Btate oF Humany CariTai

Formatron ™ Ixpia
Ies this section vwe e goind o amalyss
humsan capitd! formation I India. We
have -already learnt that human

capital formation iz the outcome

of inveStinents in sducation, health,
on-the-job training, migration and
information. Of theses education and
health gre very importent sotirces of
human ezgital formation. We know
that India is 3 federal countzv with a

union government, state dovemineonts”

and local _g-zvemmfnté Mirnicigal
Corporaticns, Municipalities and
Villege Fanchayats). The Constitution
of India mentions the functons to
be carried out by esch level of
govermment. Accordimgly, expendi-
tmres om botheducation and heslthare

to becarmmed out simultsneousty by alk

the three Sers of the government.
Analysis of health sector is teken-up
in Chapter 8; hence, we will analyse
oniy, the educzbon secterhers,

o you koew who takes care of
education and healthan Indisa7? S=lore
we take uptheanahmsof theeducation
sector in India. we will ook intg the
need or gorernment intesyventian i
education and heglth sectors. We do
nndersiand that education and health
cate services create Doth private and
social benefits and this is the reason
for the existence of both private and
publicinstitnons in the edurationand

health service markets. Expenditures

on education andg hezlth make
substantial long-term impact and they
cannot e easily reverssd; hence,
govenmentintervention s essential For

HOMAN CATHTAr FiERMATION IN INTL4

IOSiBnce, onoe & .nild s admitied to =
school or health care gentre whese the
reguired serviees-2re not provided;
before the decision is taken to shift the
child tg anothermsutubon, substant:al
amount of damage would have besn
done. Moregver, Individual consnmers
of thess services do not have complets
information about the quslity of
services and their costs. In this
sitization, the providers of education
and health services acquire monopely
power and are Imvelved in exploitation.
The rele of govermment in this sithation
s to ensure that the private providers of
the=se services adhizre e e slandards
stpnlzted by the government and
chsrge the correct price.

in India, the ministries af
echication atthe union ansd state level.
departments of education snd rasons
organisztons liks National Conncil of
Eduecational Research and Training
NCERT), University Grants Coormssion
[UGE) and AH Indiz Council of
Terhnical Edneation (AICTE) farilitate
Fistitoticns which come under the
education sector. Similarly, the
ministrizs of health at the union and
stats level departments cf Health and
varicus orianisations like Nationsl
Mediea]l Cemmission and Inmdian
Council for Medics]l REessarch {[ICHMR])
thHe hesith sector,

In & developing country lik=s India;
with a large section of the pepulation
ing Below thes poveriy line, m=ny
people cammot afford o acoess basic
education and health csze facllibes:
Mozreover, 8 substantis]l Sectico
of India's populetion cennot afford

22425



to reech super specially hesith care
and higher education. Furthermors.
when basic edurabion and heslth care
15 considered =5 a nght of the cibzens,
then it is essential that the government
should provide education and heaith
services fres of cost for the desesving
eifizens -and these from the soswmly
oppressed classes, Both, the union
56 skate governments. have been
stepping up expenditures in the
egucation secter over the years m
arder to fulfil the ebjective of attamning
esnt percent hiterscy and consdersbly
inerease the average educaticnal
asttminment of Indisns:

N

# identifr the ohjectives and
fanotans of NCERT. UGC,
AICTE =nd W

4.6 Encanoxy Secron 15 Isnia

Growth in Government Expenditure

on Educatlion: Dc vou Enow how

muchk the governmernt spends on
educativn? This-expenditire by the
goverizment s expressed m tvo wEVs
il) ‘as a percentage of 'toial govermmnent
expenditure’ [ii) as & 'percentade of
Gioss Damestc Product [GDHF),

The pescentage of ‘education
expenditure of total govermment
expenditurs’ indlcates ths lmportanes
of educstion in the scheme of
things beifore the govermment The
percentade of 'education expEnditnre
of GDP '=xpresses how much of
people’s income 15 being commnitted th

the development of sducation in
the country. During: 1952-2013
education expenditure as percentags
of totzl governiment sxpenditure
increased from 7.82 to 15.7 snd as
perTentage of GDP moedsed from
0.52% to 4£.13. Thrvughout this period
the mcresass n edueaticn expendibsre
has mot been uniform and thers Has
besn irregular fdseand fail. To this i
we include the private expenditure
incurred by individusia and by
philanthropic institutons. the toial
eduecation 2xpenditnre should be
much higher.

Element=ry eduration takes a major
share of total edication expendihne
and 'the share of the higher/tertiary
gducation (institutions of higher
unjversities]is the least. Though onan
average, the government spends less
on tertiary education. ‘sxpenditure per
stndent’ in terfary education §s higher
than that of elementary. Thos does ot
miezn that Enancal resources should be
transferred from tertiary education to
elementary education. &s we expand
schicol edncetion. we nesd moze
teachers who are tramed in the higher
educetional msHtutions: thessiore,
expendittire on all Isveis of ediication
should be incregased.

In 201£-15, ths pe=r eapita puklic
exgenditure on-elementary eduestion
differs ronsiderably seross siates from
as high as Rs 34,651 in Himachal
Fradesh toas Iow as E5 4088 Blhat
This leads to differences In educational
opporidnites and attamments aoooss
states.

INDHAN ECONOMIC DEVFLOFATFENT
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Fig. 4.5 Iovesimment i edisnstiens! mirastrisciime e inerta his

Onecanunderstand the inadequscy

of the-expenditiire pn edueation ifwe

compare it with the desired level of
ediirationsrnenditure asrecommended

by the various commissions. The

Ediication Commigssion [[988-665] hed

recommended that ot least B pereent of

GDP be spent on sducstion 5035 to
make'a noticeable rate of grewth in

educational achievements. The Tepas

Mezjumdar Committes. appoint=d by
the Goveropment'of Indix in 1999,

estimated an expenditnrs ofaround Rs-

1.87 lakh crors over 10 years [1998-

45 to 2006-07] to bring =11
Indizn ehildren-in the .sfe
group of B8-14 years under
the purview ef schogl
edurabion. Compared tothis
desaed level sf education
expenditure of around 6 per
cent of GDP. the current leve!
of a littie over 4 pereent has
een guite inadeguate. In
principle, agesi Dfﬁptrcent
needs to be reached—this
hasbesn accepted @=a must
for the coming vears. In 2008,
the Goveronment of Indiz enacted the
Right of Children 4o Free and
Compulsary Education Act to make
free education = hundamental nght of
all ehildren 1 the sge group of B-14
¥Ears.

Government of Indis hzs =lso
started:-levying =2 2 per cent "education
c=ss’ on all Union taxes: The revenuss
from esducation cess has been
earmarked for spending on elementary
education. i addition to this, the
grreTnmentsanetansa large outisy for
the promotion of higher education and

-F
%f’ Work These Out
p NS

{i]. Primsre dropouts
[H) Clase WVl dropouts
[) EL'=;.55 X dropouts

to human capizal

}Fﬁpﬁ&msgsmdieazfﬁ]ﬁpﬂmﬁatdiﬂﬂemmh&fgtbgﬂng_m

Find gut the causes and discuss in the cla==,
# “School dropouts are gving way to child lshaur® Gizcuss how this 1s 3 loss
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TAHIE 4.2

Educational Attainment [ Indls

o | Pl 190 | AwE | SGii | 1F18
1 Arulr {ierecy Reee {perommnt of prople =ged 1555
1LI3=le gig | 8Bx| 7 B2
L2 Femsle a7e £34 = E GE
2. Primary Dm::p!:“._.m:ﬂ_l_rl:rﬂ:n:afrcbmaﬁ groti
23 Male 75 23 | f2 a3
22 Trmale Ei &0 | 8¢ 85
3, Touth ltmracr rote [per o=nt of peopie =g=d 154 to 24)
A1l 86 | 77| 20 o3
3.2 Fems=le e g2 20

new loan schemes for students to
pursus higher=ducation.

Educational Achlevements in
India: Generzliv, eduesatichal
achisvements in a couniry arp
indicated in terms
of adplt literacy level., primary
educztion completion rate and vouth
literacy rate. These statisties for the
iast two decades are given abovs in
Tabie 1 2,

4T Furore Prospects

Education for All — Still & Distant
Dream: Though literscy rates for both
— gdults a5 w=ll 2= vouth — have
fnecreased, still the absolute numbier
of Wliterates i India is g5 muxh as
India’s population was at the time of
mdependence. Is 1850, when the
Constitttion of India w=s passed by the
Constitivent Aszembly.itwas niegtedin
the Hbdrertive Principles of the

g, al.E Schonl dropoats give way o chifd Iaborr & fose mb:mm '—-';JE
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Eanshbiution that the govermment
saould provide fres gnd compulsory
education for all ehildren up to the age
of 14 years within 10 vears from the
commencement of the Censtitutien.
Had we achieved this. we would have
cent per cent hteracy by now.

Gender Equity — Better than Before:
The diferenices I hiteracy mtes betwesn
maies and femsles are narTowing
signifying a positive development in
dender equuiby; still- the need to promets

education fer women in ndia is

imminent fervanous reascns such as
Immoving sconorpic independencs snd
socieal status of women and alse
herause women eduncatiom makes. 3
fevourable impact on fertility rate and
health care of women and children,
Therefors, we cannot be complacent
ahont the noward movement I the
Hiempey Tates snd we have milesto go im
arhieving cent percentadult hiteracy

Fl, 4.7 Hgher Efucataur v talizes

Higher Education — a Few Takers:
TEe lodisn educiation pyismid is
steep, mdicating lesser and lesser
nummber of people reaching the higher
education level Moresyer, thelewel of

HOMAN CATHTAr FiERMATION IN INTL4

unemployment among edueated youth
isthe highest: As per N850 data inthe
year 2011-12 the gste of
nnemployment among youth males
who studisd gradusten =nd sbove in
murzlareaswas 19 pereent Therurban
counterparts had relatively less level of
nnEmpicymentzt i6pereent Themost
severely affected ones were youngner=al
female graduates as nearly 30 percent
ofthem azre unemploved. Incontrast o
this only about 3-6 percentof primary
leveleducated youthinrursland urban
areas were unemploved. Thesituation
s vet to Improve as indicsted by the
Periodic Labour Force Survey 2017-18.
Therefore, the goevernment should
moreasealiocabonforingbhereducatbon
and zlsoimprove the standard of higher
edumationinsEtntens. so that students
are unparied employable skllsin such
mstitutions. When compared to less
educated = large proportion ofeducsted
PEFSUNS are Bnempimyed. Whay?

4.8 Concuusion

The sponomic and spoial benefits of
hwmarn capits! formetion snd humisn
development srewell known, The wrion
and siztr govermments in Indiz have
cutlays for development af edueation
and health sectors. The spread of
education and health services across
different sectors of society shonid be
ensured =g 32 o sSmmiltaneously atisin
economic growih and equity, iIndiatas
& zirh stork of stiendifie #nd teckmicsi
mEnpowerin the world, Thenesd of fhe
hoir |5 io better it qualiatzely and
provide sucH ooniitons sc that thevy are
utilised in India

=i
e
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» Investments m:tﬂutaummmt hnnom Beingeints human copfial hunian
capital répresents snhanced labour productivity, which is 2n acguired ahility
and an sutcome of deliberate Imesiment decistons with an expectation that
it will Increase future incoms sources.

# myestments In education on-the-job matning. health migraton and
lnﬁgm:ﬂﬂnmﬂusmnmﬂm:minﬁqumiﬁnmﬂhn

# The concapt of physical capéitsl £ the hase for coneepritalising Higman eapleal
There are some simliaritizs 53 well 25 dissimifiarities between the two forms
of capital formation

7 Mmyvestment {n lnrman capiral formarion is considerad gs effiefent and growth
enhanring

# Human developmesnt is baesd an the ides fha: eicarinn snd health are-
wmmmmmmmwmﬁmm 3
reafl and write and the sbiltie to 12345 long and healihy Hfe will they be
Mtummmgmmmegwmt

» The percentage of expendituze on sducadon of the twial gevernment
expenditure indicates the imporances of educaton in the scheme of things
for the dovermment

{ EXERCISES

1. Wh=at a1 the Two major sources of human capital In 2 couniry”
What are the indicators of educatonal ackievement in s counay?
Whido' we obeerve regflonal differences i aduicadimal srtetnment

in infaf

£ Ering cut the differences betiwveen human saplal and human
development

5. How Is’humsn dsveispmant a hrodder term =5 eomparsd (6 hirman
capital?

6. What factors contrihute to human capital formation?
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How government organfestions facilirgts the functioning of schools
and hospitals in india?

Eduretion le corsidesd to be an imporisnt Input for the de=slspmas
of a nation How? ' ' '

%  Discucs the following as 3 source of human capiral formasden
it} Heslth infresrucre

() Expenditure ¢n migratian

10, Establish the nesd for acqutiing infemation reatng to Hedith and
educztion expenditurs Tor the effective utilization of humsn
TESOUTEES, )

f.u

11. How does imvestmant in human saphts! contribauts o growih?

12.  “ThHere'ls a dewnward rend in inequality world-wide with a ise In
the average educatnn lsveia” Comment.

3. Examine the role of educadon in the sconomic development of 3
nation

14 Explain how Investment In edwrsriay stimulafese eronomic srowth.
15. Brind out the need for en-theé-lob-training for a person

iEB. Trees the relaonship betwesn human espizal=and ecomomic growtdds
1T  Discuss the need for promoping woemen's educstion in India

18. Argus in favour afthe nead for different forme of government

180 What are the main problems of human capital formation in Indis?

2 Inoyour view, #5 it essendaldor the govemment o regulete the f=e
stmicfurs in eduestion =nd heatth care in=titadansT I 20, wis7

_.‘_.i"'* SUGGESTED ADIMTIONAL ACTIFITIES

1. identify how Humsn De=lopment Index is catculated What is the
postton of Indie: tn the Warld Human Bevelopmen: Index?

l:siﬁﬂl‘agﬁmgtﬁ'heab;ﬁwiaigebmdm}-m the near fqurs?
Dizrtee in e clsczroam

4 intarpret the data given in Tabje 4.2

A% an edvrcatsd person, whit will B2 your contribfion o the carizs
of educzdon? (Example Each one—isach ons

e

e
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Emnlisr the vasnious sources that provide informazion regerding
education, health and labour

B Head the annual teports of Unlon Mintaries of Educaiton and Haalrh
and Family welfsre and malke summariss Read the chapier an =oclal
‘sectar in the Fconomde Survett These can be downloaded from webkites

of the respartive Tinjon Govermmen: Xindstries

Books

Becren, Gaar 5. 18964 Aomon Cgpiisl Fnd Editon. Columbils. Tniversice
Prezs, New Yorle

Feemwas, FocHasn, 1976, The Overaducafed American Academtc Fress.
New York

Smostaiue, N5 so K Nassvowy ([Eds L F013. Human Capiesf snd Depslanrnent
— The Indisn Exparience Springer, New Dalhi

Government Reports

India Fimarn Development Heport 2001 Joteards Socia] Incluslon, Plav
ning Commission, Girermment of India.

Eduradonal Siatistics Ara @ance Minisay of Education: (for vardous: years|,

Annuz] Reporis, HI.H.IEII} af Fehurarsn Govarmment of India

Nadonal Education Foliéw 2020, Mintstry of Education, Govt. of Indla,
New Delhi

Websites

h‘u:p / /epatkizhals nif in
s educaton vie tn
www.cosenicin

WWW. LI in

www il snErin
wwwnesrnie tn

www finmin nie in

www mesplnicrin

hip: / /nrosngov in
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