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EDUCATION CESS - THE NEED OF THE HOUR
P. Sri Sudha M.L. (PhD) **

The strength and stability of a country is measured in terms of their literate people who contribute to the development and the well being of the country. Since Independence, Government of India is working hard to provide education to all the citizens of India. Article 21 A of Constitution of India says “The State shall provide free and compulsory education to all children of the age of six to fourteen years in such manner as the State may, by law, determine.” To give a boost to primary education in the country and in conformity with the Common Minimum Programme of the UPA, the Government in the year 2004 decided to levy an Education Cess of two per cent on Income Tax, Corporation Tax, Excise and Customs Duty and Service Tax. The new Cess was expected to yield about Rs 4,000-5,000 crore (Rs 40-50 billion) per annum and the entire amount will be earmarked for education (popularly known as Sarva Sikha Abhiyan) including provision of nutritious cooked mid-day meal. The Education Cess will be a 2 per cent surcharge on the total payable tax, and not 2 per cent of total income. In the year 2007 Additional 1% Secondary and Higher Education Cess was imposed to help fund new seats in higher education that are required to implement the 27% reservation of seats for other backward classes. “It has been introduced to fund secondary and higher education as well as for the expansion of capacity by 54% for reservation for socially and educationally backward classes.” Between 2004 and January 2009 the Government had collected Rs.23, 889.83 Cr as 2% Education Cess and 1 % Secondary Education Cess.
Prarambhik Shiksha Kosh 

Following the imposition of the Education Cess @ 2% on all major Central Taxes through the Finance (No. 2) Act, 2004, Prarambhik Shiksha Kosh (PSK) has been established with effect from 14.11.2005 as a dedicated non-lapsable fund to receive the proceeds of the Cess. Though the Cess was imposed in 2004, it was only in November 2005 that the Prarambhik Shiksha Kosh was constituted.
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Since budgetary allocation was not fixed at the 2004-05 level, what happened in real terms was that once the outlay for Sarva Shiksha Abhiyan and mid day meal was approved by the Planning Commission, the finance ministry deducted the projected Cess amount to determine the budgetary support. 

The funds in the Kosh are utilized exclusively for Sarva Shiksha Abhiyan and National Programme for Nutrional Support to Primary Education (NP-NSPE) MDM.
Decline in Governments Contribution towards Education:


The Education Cess is rapidly outstripping the Budget allocations for primary education with the latter getting smaller and smaller each year with the allocation for this year even less than 2004-05 when there was no Cess. A comparison with allocations made before the 2 per cent primary education Cess was introduced in the Budget of 2004-05 shows how the funds have been falling ever since. The Budget allocations for primary education last year, according to the revised estimates, was Rs 18,439 crore, of this, mid-day meal Programme and Sarva Siksha Abhiyan account for Rs 11,128 crore. The latter amount was fully paid by the primary education Cess of Rs 12,998 crore. So, the Government’s contribution for primary education in 2007-08 was Rs 5,441 crore.

In the 2008-09 Budget, the share of Cess in the primary education allocation of  Rs 19,777 crore is Rs 14,844 crore. If allocations for primary education before the introduction of Cess are considered, then the figures are higher. In 2003-04, the Government’s revised estimate for primary education was Rs 5,219 Cr. In the following year when Cess was introduced, the government spent just Rs 2,317 crore. In 2005-06, the amount spent on primary education other than the Cess remained low at Rs 4,244 crore. In the 2008-09 Budget, the allocation minus the Cess is just Rs 4,933 crore, much lower than what the government spent five years ago.

Cess Pool:

	Year
	Revised Estimate for Primary Education
	2%Education Cess allocated to PSK
	Govt. allocation minus Cess

	2003-04
	5219
	No Cess
	5219

	2004-05
	7227
	4910
	2317

	2005-06
	11219
	6975
	4244

	2006-07
	15370
	8186
	7184

	2007-08
	18439
	12998
	5441

	2008-09 BE
	19777
	14884
	4933


Source: All figures in crores (data compiled from Union budget Document 2003-04 to 2008-09)

Besides this we can see lot of amount collected in the Cess pool was unspent in the last fiscal year. According to data from the ministry of human resource development, which oversees education programmes, the Centre and State Governments released 55% of the funds for Sarva Shiksha Abhiyaan (SSA) in 2005-06. But data available for last fiscal year, through November, shows that only 39% of the funds had been released. In the last fiscal year, the tax yielded Rs11, 000 crore for SSA. The reason why much of it remains unspent, even though it gets rolled over, it is because states need to spend Rs25 for every Rs75 that the Center gives. Relatively poor states, such as Bihar, Jharkhand, Uttar Pradesh and West Bengal have had trouble allocating such funds and actually make requests for less money than the Centre can give. Ironically, many of these states have the highest number of out-of-school children, meaning the SSA is primarily aimed at such states. Bureaucratic hurdles are also to blame for the funds not being utilized. “In states like Bihar, red tape is a problem,” M.A.A. Fatmi, minister of state for human resource development, had earlier told. HRD officials maintain they expect fund utilization will speed up as the last fiscal year draws to a close. The number of out-of-school children in India has fallen to 70 lakh in March 2006 from about 1.34 crore in July 2005, according to numbers compiled by states. The starting figure was compiled in a joint study by the Government Of India and independent market research agency Indian Market Research Bureau. Observers say the lack of funding for government schools has forced children to remain uneducated, or resort to low-quality private schools. A study by Pratham, an NGO tracking rural education, showed a shift towards private education across the country. While 16.3% of rural children were in private schools in 2005, the number increased to 18.8% in 2006.
Private Schools Outpace Public Schools In Student Enrollment:

As far as our primary education is concerned, the less said the better, it is in terrible shape (especially in government schools). A study by Pratham, an NGO tracking rural education, showed a shift towards private education across the country. While 16.3% of rural children were in private schools in 2005, the number increased to 18.8% in 2006.


Maharashtra and Tamil Nadu - where the student population in private schools exceeded that in public schools for the first time in 2007-08. The most recent data released by the Central government reveals that between 2002-03 and 2007-08, state Governments constructed and started a total of 1.49 lakh schools across the country, and boasted increased enrolment. But the reality was strikingly different – the student population kept dwindling in public institutes.

Regarding secondary and higher education the lesser elite institutions have even lesser focus on genuine research, practical academia, project-based assessments, holistic classroom participation and discussion. A review conducted by a well known research firm outlined that many multinationals feel that less than 20% of the graduate pool in India has what can be termed as globally acceptable skills and knowledge, to successfully enter the corporate market. This means that almost 80% of the graduating pool does not graduate with the kind of skills, knowledge and educational empowerment that a degree is meant to impart. It is not a blame game here. As Indians, we need to realize that a chain’s only as strong as the weakest link. The country will be far more productive if the majority of the graduates get an average level quality (by global standards) of education, as compared to a tiny minority getting top class education (and that is top class by Indian standards, not to global standards). 

Reasons:


Some, including a section of teachers, blame the mid-day meal scheme for turning the primary schools into soup kitchens; others point to the misuse of funds and corruption; still others blame ‘politics’ infecting the whole system. The loudest responses often have a middle-class, even elitist, slant and an entrenched cynicism about the state-run education system. That has translated into a drift away from state-funded to private schools. The phenomenon is not restricted to urban areas; ASER 2008 notes that 22.5 per cent of children go to private schools and the proportion is growing. This will force us to raise a question has the government failed to provide quality education to the country’s children? 
Here are some recent figures released by FICCI on the terrible shortage of people that India will face in the coming five years … some hard numbers:

· Biotechnology sector: 80 percent shortfall of doctorate and post doctorate scientists. 

· Food proCessing sector: 65 per cent shortfall of refrigeration mechanics, electrician’s etc. 70 percent shortfall of food safety personnel. 

· Health sector: Shortage of 5 lakh (half a million) doctors – in particular anesthetists, radiologists, gynecologists and surgeons (particularly neurosurgeons). Also, a shortage of 10 lakh (1 million) nurses. 

· IT sector: Shortage of 5 lakhs (half a million) engineers. 

· Education sector: Faculty shortage of 25-40 percent. 

· Banking and Finance sector: 50-80 percent personnel shortage. 

· Aviation sector: Severe shortage of pilots. 

· Textile sector: Will create 10 lakhs (1 million) jobs in the next few years due to rapid expansion. 

· Pharma sector: Severe shortage of top pharma scientists as research expenditure by pharma companies has quadrupled in the last 5 years. Thus there is a shortage of middle-level and junior scientists too. This has made salaries of top pharma scientists rise to US levels. 

· Semi-skilled and skilled labour: The shortage of factory workers and construction labourers is already being felt across industries.

Before Parting…….
Education Cess continues to be imposed from 2004-2009 but its utilization is unclear. There is no accountability about how the education Cess has been used. The irony is that none of the ministry either Ministry of Finance or HRD is coming out with any clear figure. The total amount of Cess collected seems to vary, depending on where the information is being given. Because of poor quality of public education, 27% of Indian children are privately educated. Recently Nandan Neelkani icon of Indian IT Industry in his book “Imaging India” has expressed a view that India is a very young country, 50% of the country is aged 27 and less. There is a lot of potential for student’s school, undergraduate, graduate. If we use this window in a wise manner within no time we can reach global standards in education. According to the United Nations Educational, Scientific and Cultural Organization (UNESCO), India has the lowest public expenditure on higher education per student in the world. [For perspective, countries spending the most of their GDP were Israel (5.11%), Sweden (4.27%), Japan (3.11%), S. Korea (2.91%), USA (2.67%), Germany (2.64%) and France (2.27%). Among other countries, China spent (1.23%), Russia (1.24%) and Brazil (1.04%) and U.K. (1.88%), India (0.8%)]

As such Government of India should increase its allocations towards education along with education Cess. The government unfortunately seems keener on reserving quotas for more and more sections of the population, rather than increasing the quality of the education system as a whole. 
______x________
