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ABSTRACT :

Although the education sector in general receives finances from both the governmental and the non-governmental sectors, it is important to underscore the dominant
role of the government in respect of its financing. The intervention of the state in matters of its financing is necessary not only because of the motivations of the
private sector (which places greater emphasis on immediate returns from investment) but also due to the very nature and characteristics of education. Recognised
as a ‘public merit good’, its other characteristics impinging on investment considerations by the government include: (i) consumer ignorance, (ii) technical
economies of scale, (iii) externalities in production and consumption, (iv) inherent imperfections in the market like absence of credit market institutions for financing
education, etc
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Introduction:

Education is a basic component of human capital. It captures capability of acquiring knowledge, communication and participation in community life.
Quality of economic and social well being is systematically built on strong foundation of education. It is a key to increase economic efficiency and social
consistency and it increases the overall productivity and intellectual flexibility of the labour force. By increasing the value and efficiency of labour, it
helps to raise the poor from poverty. The aggregate effect of human capital has been the subject matter of an active debate in growth theory. The neo-
classical growth models particularly Solow (1957) explained differences in per capita income between nations and regions through differences in
productivity. This productivity of a labour has causal relation with educational opportunities. Stevens and Weale (2003) did not find conclusive evidence
to propose that the returns to education are very different from returns to physical capital. But they observed that education is needed as a means of
allowing countries to make good use of available technology and come to a conclusion that education plays a role in facilitating the best practice of
technology. Knowledge of technology depends on investment on education in particular and investment on human capital in general. Education has both
the intrinsic and instrumental values; it is desirable not only for individuals but also for the society as a whole (Sen, 1999). Education is a major
determinant of differences in productivity; in addition basic education produces greater social benefits than private benefits. As education level increases
from elementary to higher level, private benefits will be greater than social benefits. This indicates greater investment in the elementary level is more
significant as it is the foundation for the subsequent higher levels of education. It was observed that one year increase in the primary schooling of the
workforce would raise output by 23 per cent (Lee, 1995). Further, the rate of return to primary education is greater than rate of return to higher education
(Psacharopolous, 1973). Education has the characteristic of both consumption good as well as capital good. It is also a way to diminish the inequality,
improve the productivity. Furthermore, it has positive relationship with standard of living, productivity and negative relation with poverty and fertility
(Todaro, 1972). Elementary education distributes larger positive externalities to the society, Nerlove (1972) and other economists considered education
as pure public good and Levin (1987) and others contended that education as a merit good. But market mechanisms do not operate more efficiently with
respect to public and merit goods. This applies to education also, where market fails in the valuation of education leading to inefficient allocation of
resources. This characteristic has been used to justify the rationale for public intervention in provision and financing of education. The United Nations
Organization (UNO) also assured that ‘Everyone has the right to education. Education shall be free at least in the elementary level and fundamental
stages. Technical and professional and higher education shall be generally accessible to all on the basis of merit (UNO, 1990). This declaration reiterates
the fact that human beings should have desire and enjoy the education opportunity. The concept of National Education System in India implies that up to
a given level, all students irrespective of caste, sex or location, have access to education of a comparable quality. Education sector in India is receiving
significant share under social sector in all five year plans and budgets. It was also included in the ‘“National Programme of Minimum Needs’ in five year
plans of the central government. Besides, Government of India (GOI) has appointed committees and commissions to deal with different issues related to
education policy and financing of education. Most of these committees and policies have strongly recommended that the government should enhance the
public spending on education to six per cent of the national income and at least half of this share should be spent on elementary education (Tilak, 1999).
However, the state and central governments are not been allocating six per cent of national income to education. Cost of primary education matters in
India. Higher cost reduces the probability of children attending school which negatively affects the achievement of national goals. According to
Mukhopadhyay (2006) to achieve better national goals, the government should provide free tuition for primary education and it should also borne other
costs 3 i.e. cost of travelling, school fee and others. Targeted subsidies are very useful in improving enrolment at the school level for achieving crucial
goal of Universal Elementary Education (UEE) which means 100 per cent enrolment and retention of children with schooling facilities in all habitation.
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Several programmes namely Operation Black Board (OBB), District Primary Education Programme (DPEP), Mid Day Meals (MDM) and others have
been introduced in India for the achievement of UEE. Sarva Shiksha Abhiyan (SSA) is one among such programmes and it has been introduced as the
flagship programme by the Ministry of Human Resource Development (MHRD), GOI during 2001-02 with an objective of achieving UEE. At the
operational level it aims at harmonizing the central government initiatives in school education with the efforts of the state governments. Despite several
efforts there is an inter-state gap in achievement in literacy level, pupil-teacher ratio, inadequate finance and quality of education. Education inequality
is increasing between developed and developing states. According to the recent publications of MHRD and Selected Educational Statistics (SES) it is
observed that the country has made significant progress in education in general and elementary education in particular. There is a significant improvement
in institutions, teachers and students at elementary education. Number of recognized educational institutions of the primary education increased from
209.7 lakh in 1950- 51 to 832.2 lakh during 2009-10 period. The upper primary schools increased from 13.6 lakh in to 367.7 lakh during same period. In
terms of enrolment, the overall admission at the elementary level was 223 lakh in 1950-51 period and it attained to 1950 lakh in 2009-10. The Gross
Enrolment Ratio (GER) of elementary education is increased from 32.1 per cent in 1950-51 to 102.5 per cent in 2009-10 and the dropout rate is
significantly decreased from 78.3 per cent to 42.4 per cent during the same period. The Gender Parity Index (GPI), which is the ratio of male students to
female students, is improved from a low level of 0.38 during 1950-51 increased to 0.97 in 2009-10. The Pupil Teacher Ratio (PTR) is one of the indicators
which represent the quality of education. PTR at primary school increased from 24 to 42 and at upper primary school from 20 to 34 between 1950-51 and
2009-10. The quality of learning at elementary level in India is very low. In 2008, the proportion of children in Standard |11 who could read a Standard |
text was under 50 4 per cent. A child in Standard 11 has to learn to do two digit subtractions, but the proportion of children in government schools who
can even recognize numbers up to 100 correctly was near 50 per cent over the last four years (ASER, 2012). According to Muralidharan (2012) increasing
inputs to primary education are unlikely to change the trajectory of student learning in a meaningful way unless accompanied by significant changes in
pedagogy and improvements in governance. Despite several attempts to achieve UEE, still majority of the states have not achieved this objective. A huge
number of children are still out of school and above half of them dropout before completing the elementary level. The government has observed that the
UEE may be too big task for a single institution to deliver. Therefore, Village Education Committees (VECs), Non-Government Organizations (NGOs),
community organizations, private education providers, local bodies and parents have been promoted to supplement efforts of the government. Along with
International agencies like World Bank (WB), United Nations International Children Education Fund (UNICEF), United Nations Educational, Scientific
and Cultural Organization (UNESCO) and Asian Development Bank (ADB) and other several countries are providing education aid for achieving UEE.
The decline in allocation of funds to education due to Structural Adjustment Programmes (SAP) following economic reforms and lack of political will
are the major obstacles towards achieving UEE. The sources of funds for education include central and state government budget allocations, aid from
international agencies, and mobilization of funds from local Non-Government Organizations (NGOs) and village level education committees. The funds
from last two agencies are marginal. It is suggested that the collection of education cess from those who are getting benefitted was suggested to augment
the financial resource for funding elementary education. However, government should strengthen decentralization system for mobilizing additional
resources to fulfil this gap. The present research attempts to estimate the efficiency of education spending across different states and the transparency and
accountability issues at the school level in Karnataka with an objective to identity the factors influencing these efficiency and accountability.

Conceptual Framework of the Study :

Finance is commonly referred to providing funds for commercial activities. But public financing or public expenditure is referred to the expenses incurred
by the government for maintenance of government responsibilities and stimulate welfare of the society. Financing is an economic activity of the
government to provide and manage necessary resources for satisfying the needs of the people. Education is an important determinant of human
development and human welfare. In this regard it is considered as a public good, which produces wide variety of positive externalities and social
advantages to the society. Some of the arguments justifying the government intervention in education are

1. Elementary education is recognized as a pure public good (Vaizey 1962). It distributes larger positive externalities to society, which have
direct and indirect impact on the development of the nation.

2. Due to ignorance of people about the value of the education creating human capital there may be a short fall of private expenditure on education
and this has to be supported by government institutions (Musgrave, 1959) and Levin,1987).

3. Education is advocated on the grounds of providing equality of opportunity. Ensuring equality of opportunity in education to everyone
irrespective of their social and economic background is considered as an important function of the modern state (Blaug and Woodhall, 1979)

4.  Due to imperfect market and asymmetric information in developing and developed economies poor people still consider education as a
consumption rather than investment (Arrow, 1993).

5. Market mechanism is determined by the demand for and supply of the private goods. But education is a public good, in nature and the marginal
cost of an additional education unit is zero leading to market failure (Colclough, 1996). Therefore in the context of market failure state has to
intervene.

6.  Public expenditure on education played an important role in improving the education indicators in many developing countries (Gupta et al
1999; Mehrotra,1998)

Efficiency

Efficiency is one of the main indicators to determine how the public resources are utilized for the development of the society. The concept of efficiency
is about the relationship between inputs and outputs. Farrell (1957) advocated the concept of productive efficiency, ‘it is important to know how far a
given industry can be expected to increase its output by simply increasing its efficiency. The input-output ratio is widely used to measure efficiency in
the system. However, compared to productivity measurement, the efficiency concept incorporates the idea of the production possibility frontier, which
indicates feasible output levels given the scale of education operation. The greater the output for a given input or the lower the input for a given output is
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the ways to achieve the efficiency. In educational system efficiency can be achieved through controlling and monitoring the educational resources into
better educational outcomes. A distinction can be made between technical efficiency and allocative efficiency. Technical efficiency gains are a movement
towards the production possibility frontier. However, each point of technical efficiency does not make economic sense. It is captured by allocative
efficiency. Allocative efficiency reflects the link between the optimal combination of inputs taking into account costs and benefits and the output achieved.
Therefore, assessing allocative efficiency in the public expenditure on education requires the measurement of the inputs and outputs entering into the
educational activities. Indicators of educational inputs under SSA are teachers salary, expenditure on civil works, teachers grant, school management
grant, and school development grant, supply of free text books, teacher training and teaching learning equipment. The indicators of educational outcomes
have increased in enrolment rate, completion rate, learning achievement levels and gender parity in educational attainment. This efficiency score helps
to measure the performance of educational outcomes across the states. Further it also helps to understand the possible factors influencing on technical
efficiency.

Accountability and Transparency

Accountability refers to an institutional relationship, which enables successful service delivery by giving interdependent actors the proper incentives. The
World Development Report (WDR, 2004) identifies four sets of actors in a service delivery scenario: the clients / beneficiaries, the politicians / policy
makers, the providing organizations, and the frontline providers. Ideally, these sets of actors are linked in relationships of power and accountability:
citizens should be able to exercise voice over politicians. Policy makers should have contacts with organizational providers. Organizations should manage
frontline providers, and clients should be able to exercise client power through interactions with frontline providers. Weaknesses in any of this relationship
or in the capacity of the actors can result in service failures. In another way, accountability is broadly defined as the obligation of those who holds power
to take responsibility for their behavior and actions (Malena et al. 2004). Fundamentally the term accountability summarizes five main elements;
delegation, financing, performance, information on performance and enforceability. Inter-linkages among the five core elements of accountability are
called as transparency. Transparency is defined as ‘the degree of which information is available to outsiders that enables them to make informed decisions
or to assess the information made by insiders (Florini, 2007). The links between the two are said to be fashioned along two axes — transparency of
information is instrumental for demanding accountability because without information individuals cannot know the excess of resource being committed
by the state and wastage of resource. Further transparency of information is also seen as a significant for motivating citizens to exercise voice power.
Voice power is defined as the capacity of citizens to pressurize the frontline officials in ensuring effective delivery of services (Goetz and Gaventa, 2001).
The role of transparency in strengthening the voice of the community has been occupied special emphasis. It is assumed that access to information
mobilizes citizens for collective action and this in turn strengthens the incentive structure of frontline providers. The greater transparency leads greater
accountability. In fact, accountability and transparency are inseparable. Moreover accountability is a form of transparency. Transparency leads people to
look at results and this leads to accountability. 8 There are many factors which determine the success or failure of any government programme. Among
them accountability and transparency are two main determinants. Information on accountability and transparency mobilizes the community and improves
the awareness among the citizens to ask for their rights. This indeed positively and significantly affects the welfare of the society.

Process of Fund Flows to Elementary Education in India

The flow chart shows the flow of financial resources to elementary education at various stages. It explains the interconnectivity and dependence among

the various financial stakeholders (Tilak, 2005). The interconnectivity and dependence will be studied through the variables such as allocation through

plans, allocations to various programmes under different budgets, amount spent and the outcomes. Public financing of elementary education includes

central, state and local government expenditure in order to provide educational infrastructure.

Public and private expenditure are the two main financial sources of education.

Public expenditure comes from the expenditure of central government, state government, local government and foreign aid, which is distributed through

the Centrally Sponsored Schemes (CSS). Private sources include private contribution, NGOs, household expenditure etc.,

The central government expenditure comes from plan allocation, annual— budgets and foreign aid. Expenditure under Five Year Plans is classified into
two parts
1. Plan expenditure and 2. Non-Plan expenditure and the expenditure in the budget is divided as 1. Revenue budget 2.Capital budget.

The bulk of tax revenue is collected by the centre while the states have main— responsibility of maintaining and developing the education
sector. A part of the resource gap of the state government is met through transfer mandated by the Finance Commission from central
government to the states. States also receive funds from the Planning Commission; directly in the form of central assistance to states and
indirectly through the central ministries in the form of CSS.

Research Issues

The review of literature in the second chapter reveals that the government could not able to provide basic educational infrastructure to schools to a large
extent. SSA came as flagship programme to take care of this aspect and provide accessibility to education to all the children. Large amount of funds was
allocated for this programme. The implementation of the programmes raised several issues to be addressed. They are;

1. Can government invest sufficient share to elementary education in order to achieve elusive goal of UEE?

2. Can this existing pattern of allocation reduce inter-state variation in education attainment? How SSA programme has made effort to reduce the
Financing of elementary education Public expenditure Five Year Plans Budget Others Central expenditure

1. Plan expenditure 2. Non-Plan expenditure Private expenditure
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1. Revenue expenditure

2. Capital expenditure State expenditure Local government expenditure State budget Local government budget « Household expenditure

* Private educational institutions

* NGOs

* Religious institutions

* Trustees

« Others 1. Foreign Aid

2. Other ministries expenditure 10 interstate disparity in terms of expenditure or allocation on elementary education?

3. Is there a trade-off between equity and efficiency in allocations of educational funds under SSA?

4. What is the relationship between educational expenditure and educational outcomes?

5. Can decentralization play an important role in ensuring accountability and to undertake proper monitoring, especially involving the community?
6. Can government improve the outcomes of elementary education through increasing the accountability, transparency and increase the efficiency of the
resource utilization in the system

Statement of the Problem

Elementary education is the basic foundation of all levels of education. It faces both inter-sector and intra-sector competition in budget allocation for
funds (Pandit, 1972). Bottlenecks in the public provisioning of education, inadequacy in spending, malfunctioning of schools, and huge deficit in the
education sector are identified as main factors responsible for the delay in India’s progress towards UEE (Jha, 2007). After the introduction of SSA, the
funds flow is increased considerably. But the utilization of these funds is a question to be addressed in order to understand the efficiency of the system.
Given the scarcity of resources it is obligatory on the part of the government to improve the efficiency of resources. Along with improvement in
transparency, accountability ensuring community participation to achieve the goal of UEE. In this context this present study attempts to measure the
efficiency of public spending on elementary education across different states in the country after the introduction of SSA. The study has policy relevance
as it mainly concentrates on understanding the efficiency of the resources spent on elementary education, efficiency of the existing institutions in ensuring
accountability and transparency in the utilization of funds.

Obijectives of the Study :

The overall objective of this study is to estimate the efficiency of the existing system of financing of elementary education with a focus on SSA. The
supporting objectives are

1. To analyze the trends in public expenditure on elementary education during 20 years i.e. from 1990-91 to 2010-11.

To study the interstate variation in financing of elementary education in India.

To examine the relationship between expenditure and outcomes of elementary education.

To identify the factors responsible for differential outcomes in elementary education.

To analyze the technical efficiency of financing of elementary education under SSA.

To understand the accountability and transparency issues at the school level in sample districts.

@ g~ w N

CONCLUSION :

Education is a basic component of human capital. In recent a remarkable share of funds is being allocated to increase the educational opportunities in
India. After the introduction of SSA, the funds flow has increased considerably. But the utilization of these funds is a question to be addressed in order
to understand the efficiency of the system. Given the scarcity of resources it is obligatory on the part of the government to improve the efficiency of
resources along with improvement in transparency, accountability and ensuring community participation to achieve the goal of UEE. An attempt is made
in the present study to analyze the trends in public expenditure on elementary education at the macro level and transparency and accountability issues at
the micro level. The important objective of this research is to analyze inter-state variation in expenditure on education, educational outcomes and identify
the factors responsible for the differential performance. The study also estimated the efficiency of various states in utilization of funds released under
SSA. The overall objective of this study is to estimate the efficiency of the existing system of financing of elementary education with a focus on SSA.
The supporting objectives are

1. To analyze the trends in public expenditure on elementary education during 20 years i.e. from 1990-91 to 2010-11.

To study the interstate variation in financing of elementary education in India

To examine the relationship between expenditure and outcomes of elementary education.

To identify the factors responsible for differential outcomes in elementary education.

To analyze the technical efficiency of financing of elementary education under SSA.

To understand the accountability and transparency issues at the school level in sample districts.
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