
 
 

 
Abstract—This paper analyses the structural changes in 

education sector since the introduction of liberalization policy in 
India. This paper explains how the so-called non-profit trusts and 
societies appropriated the liberalization policy and enhanced 
themselves as new capitalist class in higher education sector. Over 
the decades, the policy witnessed the role of private sector in terms 
of maintaining market equilibrium. The state also witnessed the 
incompatibility of the private sector in inculcating the values of 
social justice. The most important consequence of the policy is to 
witness the rise of new capitalist class and academic capitalism. 
When the state came to realize that it no longer cope up with 
market demands, it opens the entry of private sector in higher 
education. Concessions and tax exemptions were provided to the 
trusts and societies to establish higher education institutions. There 
is a basic difference between western countries and India in 
providing higher education by the trusts and societies. In western 
countries the big business houses contributed their surplus 
revenues to promote higher education and research as a 
complementary service to society and nation. In India, several 
entrepreneurs came up with business motive using education 
sector. Over the period, they accumulated wealth at the cost of 
students and concessions from the government. Four major results 
can now be identified: production of manpower in view of market 
demands; reduction of standards in higher education; bypassing the 
values of social justice; and the rise of new capitalist class from the 
business of education. This paper tries to substantiate these issues 
with the inputs from case studies. 
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I. INTRODUCTION 

HE trends of globalization and liberalization have an 
impact on the higher education sector in India. Until the 

introduction of liberalization policy, there is no conception 
for the emergence of academic capitalism. The entry of 
private sector in higher education witnessed the skillful 
appropriation of state policy and concessions. Over the 
decades, several entrepreneurs came up with business 
motive using education sector. Businessmen, politicians, 
teachers, and actors are increasingly involved in this 
business of education. Over the period, they accumulated 
wealth from the fees paid by the students and concessions 
from the government. Four major results can now be 
identified: production of manpower in view of market 
demands; reduction of standards in higher education; 
bypassing the values of social justice; and the rise of new 
capitalist class and academic capitalism.  
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II. LIBERALIZATION AND NEW CAPITALISM 
Late capitalism has its own survival mechanism in 

developing countries as well. Its also provides an 
opportunity to form new capitalist class. The state remains a 
concrete source for the emergence of the new class. The 
relevance of class elements was expounded by Marx as “the 
advance of capitalist production develops a working class 
which by education, tradition and habit looks upon the 
requirements of that mode of production as self-evident 
natural laws” [1]. 

Liberalization paves the way for comprehensive private 
partnership in education sector. In developing countries, 
state remains the largest provider of social welfare. The 
public investment is largely initiated by the state. The newly 
emerged capitalist class needs the support of the state in 
providing social services. While the capitalist class is well 
ahead in appropriating the market mechanism, the social 
sector remains the exclusive sphere of state. In the pre-
liberalization era, education sector was seen as committed 
social welfare and free from market values. On the contrary, 
the introduction of liberalization brings the education into 
the fold of market. The state is also increasingly disinvesting 
its resources in order to offer responsible place for the 
private sector. Public investment was deemed unaffordable; 
privatization was proclaimed inevitable; and, efforts to build 
both social and physical infrastructure were ridiculed as 
obsolete and ineffective. In support of corporate interests, 
national, provincial or state and local governments have 
promoted neoliberal development strategies that emphasize 
the invisible hand of an unrestricted market rather than the 
stabilizing hand of the state as a regulator of the economy 
and society [2].  

Liberalization served to displace the concept of education 
as the social provision of basic needs and human rights in 
favour of viewing education as just another commodity in 
the marketplace. As a result, the delivery of high quality 
educational services has become more problematic, with the 
burden of adjustment shifted from the state to the individual 
in the form of increasing fees and decreasing services. The 
process also involves capitalist relations of production in the 
academy. Students are viewed as clients when they are 
admitted and as products when they graduate and seek 
employment.  

Higher education in the hands of private sector generates 
new values and perceptions. The private sector cannot go 
beyond its profit and competitive spirit. It skillfully gives up 
the conventional and cultural studies. It designs courses for 
market demands. The trend is to go beyond the values of 
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welfare state. Through trusts and societies, the private 
institutions are able to get tax exemptions and other 
concessions from the state. These trusts and societies 
accumulate enormous wealth in course of time. In fact, these 
surplus revenues are generated from the fees paid by the 
students. In maintaining the market equilibrium, the private 
sector fails to bring social justice and quality of education. 
The ambiguities of policy and the rent seeking activities of 
the officials and academicians sustain the degeneration of 
higher education while coping up with globalization forces. 

Liberalization is also resulted in capitalistic spirit in 
academics. Academic capitalism is understood as an 
institutional and professorial market or market-like efforts to 
secure external moneys [3]. Academic capitalism 
encompasses an array of institutional traits and behaviors 
oriented around entrepreneurial and other capitalistic 
actions, motivated by an ever increasing demand to seek out 
and secure resources in response to economic and political 
forces. The importance as well as the side-effects of 
regulatory measures is also discussed in by scholars [4]. 
    

III. THE CASE OF INDIA 
Studies on Indian political economy with its class nature 

were carried out even before the introduction of 
liberalization [5]. Reforms, policy failures, rent-seeking 
attitudes were also given attention [6]. The political 
economy of higher education needs to be studied in depth 
after the arrival of liberalization [7]. India has a rich history 
of system of education. In early days, teachers set up 
residential schools called gurukulam in their own homes. 
Students were to live with the teacher and his family. During 
the rule of Mauryan dynasty in the third and second century 
BC India flourished with the establishment of institutions of 
learning. Nalanda became famous for the Buddhist 
University where several religious conclaves were held. 
During the medieval period, Persian rulers established 
institutions. The dual traditions of Sanskrit and Farsi 
education were kept alive till the colonization of India by 
the British. The British established schools to teach English 
and the sciences. In 1857 three universities were established 
in three metropolitan cities, Bombay, Calcutta and Madras 
following Oxford or Cambridge as models. After 
independence, the higher education remains primarily the 
responsibility of the state. Philanthropy and charity from the 
private sector were instrumental in setting the foundations of 
the Indian higher education system in the early years of the 
20th century. This trend is becoming rare now. In response 
to global trends and liberalization process, private 
partnership in higher education was welcomed. The concept 
of deemed universities was also contemplated [8].  

A. Policy Issues 
The policy for the development of higher education has 

been mainly governed by the National policy on Education 
of 1986 and its Program of Action introduced in 1992. They 
were based on the two reports namely, the University 
Education Commission Report of 1948-49, popularly known 
as Radhakrishnan Commission, and the Education 
Commission Report of 1964-66, popularly known as 
Kothari Commission. The University Grants Commission is 
a statutory organization established by the Act of Parliament 
in 1956 for the coordination, determination and maintenance 
of standards of university education. Apart from providing 

grants to Universities and Colleges, the Commission also 
advises the Central and State Governments on the measures 
which are necessary for the development of higher 
education. 

Analysis of the past Five Year Plans indicates that, there 
have been continuous efforts to strengthen the base by 
developing infrastructure, improving the quality through 
several programs and schemes, introducing reforms in 
content and evaluation and encouraging generation of 
knowledge through research. The focus of Fifth Plan was on 
infrastructure development, the sixth plan onwards the focus 
shifted to consolidation and quality improvement. The 
Seventh Plan laid emphasis on research and academic 
developments.  It was from this plan onward that the 
development centers of excellence and area study programs 
got special attention. From the Eighth Plan onward, the need 
for differential funding was recognized. Under this plan, it 
was envisaged that the developing departments would be 
provided necessary funds to bring up their facilities and 
activities to an optimum level for their teaching and general 
research programmes. The Ninth Plan aimed at gearing the 
system of higher education to meet the challenges arising 
out of the major social, economic and technological 
changes. The focus of Tenth Plan was aimed at quality and 
relevance of higher education, research and development, 
management in financing and the use of the new information 
and communication technologies. The Tenth Plan provided 
the basis for higher education in the 21st century [9]. 

Higher education needs to be viewed as a long-term 
social investment for the promotion of economic growth, 
cultural development, social cohesion, equity and justice. 
The Government has so far decided that no more 
institutions, except those set up by Government of India, 
will be provided the plan or non-plan grant by the UGC and 
hence, majority of the ‘Deemed to be Universities’ are 
working, in a way, as self-financing institutions. 

B. Growth of Higher Education 
India has the largest number of higher education 

institutions in the world. There were 20 Universities and 500 
Colleges at the time of Independence in 1947. At present, 
there are 504 Universities and university-level institutions - 
243 State Universities, 53 State Private Universities, 40 
Central Universities, 130 Deemed Universities, 33 
institutions of national importance established under Acts of 
Parliament five Institutions established under various State 
legislations. In addition, there are 25,951 Colleges including 
around 2,565 Women Colleges. Out of 25,951 Colleges, 
7,362 Colleges (28 per cent) have been recognized under 
Section 2 (f) and 5,997 Colleges (23 per cent) under Section 
12-B of the UGC Act, 1956. At the beginning of the 
academic year 2009-2010, the total number of students 
enrolled, in the formal system, in the Universities and 
Colleges has been reported at 136.42 lakhs - 16.69 lakhs 
(12.24 per cent) in University Departments and 119.73 lakhs 
(87.76 per cent) in affiliated colleges [10]. 

 
C. Towards Globalization 
Many developed countries see it as an opportunity to 

expand its educational services. The advent of globalization 
ensures that educational services will be progressively 
commercialized, privatized, and capitalized. Many British 
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Universities have franchised operations and deals with other 
colleges and universities outside the U.K. University 
Schools of Education generate income through 
consultancies that have advised countries like Chile, Poland, 
and Romania on how to restructure the school system. 
 

TABLE I 
TYPOLOGY AND GROWTH TRENDS OF HIGHER EDUCATION 

INSTITUTIONS 
Type  No of 

institutions 
No of students Growth 

trends 
Government 
Universities  

240 1,000,000 Not growing 

Private 
Universities 

7 10,000 Emerging on 
The scene 

Deemed 
Universities 
(aided) 

38 40,000 Growing slowly 

Deemed 
Universities 
(unaided) 

63 60,000 Growing rapidly 

Government 
Colleges  

4,225 2,750,000 Not growing 

Private 
Colleges 
(aided) 

5,750 3,450,000 Not growing 

Private 
Colleges 
(unaided) 

7,650 3,150,000 Growing rapidly 

Foreign 
Institutions 

150 8,000 Emerging 

Total 18,123 10,468,000  
 
Source: Pawan Agarwal, 2006 [11]. 
 

In India, the IITs, and IIMs have now been well and 
widely accepted. Doctors trained in India have been the 
backbone of the British Medical Service for many decades. 
Indian scientists have found positions of importance in 
research laboratories of the US and other developed 
countries. Of about 140,000 graduates of IIT so far, roughly 
40,000 have gone to the US. They have been given the 
credit of creating 150,000 jobs and $80 billion in market 
capitalization [12]. 

In India both public and private institutions have their 
span of action in higher education sector. In 2000-01, of the 
13,072 higher education institutions, 42 per cent were 
privately owned and run catering to 37 per cent of students 
enrolled into Higher education, that is, approximately 3.1 
million out of total 8.4 million. It is also likely that most of 
the growth in the rapidly expanding higher education sector 
took place in private unaided college or in self-financing 
institutions. Since grant-in-aid is becoming difficult, the 
state has granted recognition to private institutions in large 
scale. Almost 50 per cent of the higher education in India is 
imparted through private institutions without any 
government aid. 

In order to evaluate performance of an institution and 
bring about a measure of accountability a mechanism of 
accreditation has been developed by UGC. The National 
Accreditation and Assessment Council (NAAC) carries out 
periodic assessment of universities and colleges. Similarly, 
for technical education AICTE has established its own 
accreditation mechanism for its institutions through the 
National Board of Accreditation (NBA). 

D. Deemed Universities 

Prior to independence, several private autonomous 
institutions of higher education were developed in India. 
The Education Commission headed by Dr Radhakrishnan 
recommended in 1948 that these institutions should be 
recognized appropriately. Accordingly, the Government of 
India made a provision under the UGC Act of 1956, Section 
3, to recognize some deemed institutions to be universities. 
The objective was as follows: “If institutions which for 
historical or other reasons were not universities, yet were 
doing the work of high standard in specialized academic 
fields comparable to that done at a university then the 
granting to these institutions the status of universities would 
enable them to further contribute to the cause of higher 
education thereby mutually enriching the institution and the 
university system.” To qualify for being a deemed university 
it was required that, “the institution should generally be 
engaged in teaching programs and conducting research in 
chosen fields of specialization which were innovative and of 
very high academic standards at the Master’s and research 
levels. It should also have a greater interface with society 
through extramural extension and field-action related 
programs.” In recent years there has been a significant 
growth of deemed universities. From 1956 to 1990, 29 
institutions were recognized as deemed universities. But 
after 1990, there have been 63 new deemed universities. 
Currently, 130 universities enjoys the privilege as deemed 
universities. Besides, thousands of private colleges are 
functioning. 

The issue of private sector initiative in education sector 
has been a matter of great controversy and debate in India. 
Of late the Government’s record in provisioning of higher 
education has been dismal. The southern states of 
Karnataka, Andhra Pradesh, Tamil Nadu and Kerala, 
however, allowed private institution to come up, especially 
in engineering and medical disciplines. Out of 252 
engineering colleges in Tamil Nadu only 14 were run by 
government. In Andhra Pradesh this figure was 250 and 18. 
In Karnataka 125 and 1 while in Kerala 220 and 11 
respectively. As a result out of 818 engineering colleges in 
these four southern states only 5 per cent were run by state 
and the rest were unaided private institutions [13]. With 
private unaided education providing nearly half of the 
higher education in the state, it has been proved that there is 
considerable paying capacity within the Indian middle-class 
resumably, because of the high value attached to higher 
education. Further, it may be stated that India continues to 
lead the world in the number of students studying abroad. 
 

IV. MARKET, MERIT AND SOCIAL JUSTICE 
The private initiatives in education sector have to tackle 

several issues of global and national importance. The private 
sector fosters the perception on the line of an entrepreneur. 
It has to cope up with the global as well as national market. 
It no more sustains the values of the government institutions 
as they are getting aid from the government. Since the cost 
of infrastructure and services are high, private institutions 
charge more fees. The demand for such services is also on 
the increase as the upper income group wants professional 
degrees. Merit and social justice are incompatible with the 
cliental network between the private institutions and the 
upper income groups. On the contrary, the government 
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institutions have to comply with merit and social justice as 
set by policies as well as court verdicts. Coping with market 
forces would ultimately led to the emergence of new class of 
capitalistic nature. In other words, the state promotes two 
incompatible systems. It promotes private sector institutions 
to cope up with market forces on the one hand, and it 
maintains rigid structure which does not comply with 
market forces. However, the question of regulation threatens 
the very existence of such private institutions.      

 
V. REGULATION OVER DEEMED UNIVERSITIES 

During January 2010, the government of India announced 
to withdraw the recognition of 44 deemed universities. 
These institutions have 1,19,363 students at graduate and 
post-graduate levels in addition to 2,124 research students. 
Besides, they have an estimated 74,808 students in distance 
education. The recommendation to withdraw recognition has 
come from a review committee composed of P. N. Tandon, 
Goverdhan Mehta, M. Anandakrishnan, Mrinal Miri, and 
Sunil Kumar. The reason behind this effort was in relation to 
the direction of the Supreme Court over a petition filed by 
Viplav Sharma relating to ambiguity in the guidelines in 
connection with scrutinizing applications from institutions 
seeking declaration by the Central Government as 
institutions deemed to be universities.  

The committee report divides the status of 126 institutes 
into three categories. The report said 38 institutes justify 
with their achievements, performance and potential to 
continue as deemed universities while 44 were found to be 
deficient in some aspects which need to be rectified over a 
three-year period. The work of the last category of 44 
institutes was termed neither on past performance nor on 
their promise for the future fit to retain their status as 
deemed universities. 

The committee was bold enough to reveal its findings. It 
says, “Aberrations found in the functioning of the 44 
institutes are undesirable management architecture of 
families rather than professionals running them; violation of 
principles and guidelines of excellence in teaching and 
research or innovations and engaged in thoughtless 
introduction of unrelated programmes and proliferation of 
degrees; very little evidence of noticeable efforts in regard 
to emerging areas of knowledge; little evidence of 
commitment towards research or ability to draw institutional 
or principal investigator-based research funding on 
competitive terms, UG and PG level programmes 
fragmented with concocted nomenclatures, abuse of 
freedom and flexibility in matters of admission and fee 
structure. Many institutions which attained deemed 
university status from being a college increased their intake 
capacity disproportionately and in some cases exponentially 
in relation to the qualified faculty strength and other 
academic infrastructure” [14]. 

State has the moral responsibility in the growth of 
deemed universities over decades. Up to the year 1970, only 
7 institutions had been notified as deemed universities. 
Between 1970 and 1980, only 2 institutions were so 
declared. Between 1981 and 1990, 20 institutions were so 
notified. Between 1991and 2000, 36 institutions were 
granted the status of deemed university, and finally, between 
2001 and 2009, 87 institutions have been notified as 

institutions deemed to be university thereby bringing the 
total number of such institutions to 130. This unprecedented 
and uncontrolled growth, particularly of private institutions, 
in the field of engineering, medical sciences and business 
administration, many of which have acquired the status of 
deemed university, has created problems of equity, quality 
and covert or overt commercialization of education. In 
response to the decision of the government, the deemed 
universities have appealed before the Supreme Court. The 
final decision has yet to come. By the time the new 
regulations for deemed universities were introduced by the 
University Grants Commission in May 2010. 
 

VI. CASE STUDIES 
Case studies were conducted in 12 deemed universities 

out of 126. Respondents were drawn from trustees, faculties 
and students. Few members of various committees which 
inspected the institutions for recognition or accreditation 
were also interviewed. The original names of the 
respondents, institutions and locations are kept confidential 
for the sake of research ethics. Participant observation and 
personal interviews and interviews through mobile phones 
were applied to collect data. The case studies try to 
illuminate the rise of new capitalist class and academic 
capitalism in the era of liberalization; the rent-seeking 
activities and nexus among the trustees, politicians, 
bureaucrats and academics; and the qualifying syndrome of 
the students who are from upper income group and low 
education performance. The sample consisted of 24 trustees 
of the deemed universities, 30 faculties and 300 students. 6 
members were also interviewed who were involved in the 
process of approval or accreditation of the institutions.  

A. Case-1 
Krishnaswamy started his career as a small vendor in the 

southern part of India. In his childhood, poverty and 
illiteracy were the order of his family. In his business he was 
not much successful. Later, he entered into real-estate 
business. In course of time, the business of buying and 
selling of lands and buildings made him a decent living. He 
used to assist a minister in purchasing lands. The minister 
already runs a college in which all his family members are 
trustees and manage the institution. On the advice of the 
minister, Krishnaswamy formed a trust in order to establish 
a college of engineering. He bribed the officials wherever 
necessary to get affiliation. Over the years, he started several 
institutions and his progress was very fast. The minister 
could not make much expansion. Subsequently, he availed 
the opportunities offered by the University Grants 
Commission to make his institutions as a deemed university. 
By this, he was able to get out of the control of state 
government and multiple process of affiliation to various 
universities for his institutions. By attaining the status of the 
university, he himself is the chancellor. The irony is that in 
India, the governor is the ex-officio chancellor of a 
university. Though his institutions are able to escape from 
the control of the state government, the regulatory aspects of 
central governments and the statutory bodies put lot of 
pressures. Besides, the issue of accreditation demands much 
efforts and resources. Now and then he has to bribe heavily 
to get approval from the regulatory bodies. He has to satisfy 
the team consisted of politicians, bureaucrats and academics 
in this case. When he formed the non-profit education trust 
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in the year 1985, the asset was worth of $ 10,000. In 2010, 
the total assets of the trust increased to $ 200 million. The 
basic question is that how did he manage to accumulate such 
huge wealth. He does not have any other business except 
education. The main source of income is from the students 
who enrolled in medicine and engineering. In 25 years, a 
lower middle class proletariat has become a member of 
capitalist class. In fact, apart from assets, the trust has its 
own liabilities, loans from banks and wealthy individuals. 
The infrastructure he built over the decades was from the 
fees he received from students. Except in the initial years, 
the trust did not contribute anything to develop the 
infrastructure or salary of the teachers and other staffs. The 
conclusion drawn from this is that the rise of such kind of 
capitalist class is compatible with the policy of the 
government. 

B. Case-2 
Mahesh Gupta joined as faculties in a deemed university 

three years ago. He is a senior professor retired from a 
government institution after 30 years of service. He was 
member in various committees. He was offered a high salary 
for his involvement in getting approval from statutory 
bodies. He skillfully makes liaison between the university 
authority and the regulatory bodies. His main concern in the 
deemed university is to create records which are highly 
fictitious and manipulative. He knows the constraints of the 
trustees. The trustees divert the revenues received from 
students for their own well-being. They intend to show the 
necessary infrastructure as if it exists. In reality, in the veil 
of non-profit organization, they amass wealth in 
disproportionate measures. The role of the Mahesh Gupta is 
not only creating false records of acceptable standards, but 
also financial manipulation. Generally, the staffs are under-
paid and over-worked. As an appreciation, he was also 
promoted as vice-chancellor of the university. In this way he 
provides effective liaison between the board of management 
and the government. In other words, both the trustees and 
the members of the various statutory bodies were benefited 
through him. 

C. Case-3 
Rajesh Sharma is a professor of medicine. He was 

appointed to inspect the newly started medical college. He is 
completely new in this exercise. On of his colleague 
recommended his name to include in the committee of 
inspection. He was offered Rs. 2 lakhs to put his signature 
and the rest would be managed by his colleague. He did not 
know the under-dealings between the apex body and the 
medical college. The same kind of treatment happened to 
one of his friends. He is a professor of engineering. The 
whole story ran in fascinating scenario. He was wondered 
how he got a huge amount every time. His friend explained 
the reality to him. The institution, which supposed to get 
approval of statutory body, took a lead in preparing the list 
of members for the inspection. For that an amount was paid 
to the chairperson. Consequently, the team inspected the 
institution and it got favourable report. The rent-seeking 
behaviour of the institution is skillfully appropriated by the 
regulatory bodies. The private institutions normally seek 
approval through this method. The members of the 
committees cannot expect financial benefit from 

government institutions. This is always possible in private 
institutions.  

D. Case-4 
Venkatappa hails from landowning class in Vijayawada. 

His performance is below average in school. He has just 
passed out the higher secondary from a Christian missionary 
school. His parents want to see him as a physician. It is clear 
that he could not get admission in government institutions. 
His father approached a private medical college in Andhra 
Pradesh. One of its trust members demanded Rs. 35 lakhs 
for getting admission to MBBS. He went on searching other 
institutions which offered less than that amount. With the 
assistance of an intermediary, he was able to bargain for Rs. 
25 lakhs in a private medical college in Karnataka. In this 
way Venkatappa got admission to MBBS. After a week he 
came to know that the institution has no adequate 
infrastructure. Class rooms, labs and library are not well-
equipped. He informed the conditions to the principal of the 
college. The principal said, “Don’t bother about anything, 
just attend the class and appear in the exam, you will get 
degree.’ Later, along with some of his fellows, Venkatappa 
hesitantly demanded some facilities for his hostel. The 
warden immediately reacted with angry. He shouted, enough 
has been spent for medical council and officials…don’t ask 
anything.’      

VII. ANALYSIS AND FINDINGS 
Let us analyze the findings from the sample respondents. 

The assets of the 12 trusts that run several institutions 
achieved a tremendous growth over the decades. From 1985 
to 1990, the total assets of the trusts were Rs. 275 crores. In 
ten years the assets were doubled and in another ten years 
the value was increased to Rs. 7005 crores. Of course, the 
problem inflation might have increased the gross value of 
the assets. But, the implication was from where the money 
comes. Undoubtedly, the main source is the amount 
collected from the students. It is evident that these trusts 
could not attract public donation as in the case of charity or 
religious organizations. Kinship and family ties dominate in 
forming trusts or societies. One cannot distinguish between 
families and trusts in maintaining the assets of movable and 
immovable nature. The trusts are non-profit organization in 
its name sake only. In reality, they are skillfully doing 
business with education. They accumulate wealth every year 
out of their business and economics of education. The 
following table shows the emergence of new capitalist class 
in the field of education in the past 25 years. 

 Regulatory mechanism fosters rent seeking behaviour in 
these trusts. In the course accumulation of wealth, they had 
to convince, bribe or contribute to the power group. This 
power group consists of politicians, bureaucrats and 
academics. It was also increased from Rs. 7.28. crores to Rs. 
110.86 crores in 25 years. The trusts had to bribe the power 
group up to the mark of Rs. 110 crores in order to retain 
their assets of Rs. 7005 crores. The following table shows 
the amount paid to various people over decades. The power 
group who facilitated the trusts to accumulate wealth over 
decades implies the bureaucratic network and the rent 
seeking behaviour. Its attitude is very crucial in the 
accumulation process of wealth. The ‘approval team’ cannot 
make much money from government institutions.   
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TABLE II 
GROWTH OF ASSETS OF THE PRIVATE TRUSTS WHICH 

PROMOTE HIGHER EDUCATION 
S. 
No 

Trusts Growth of Assets (Rupees in Crores) 
1985-1990 2000 2010 

1 Trust A 40 80 1250 
2 Trust B 38 78 950 
3 Trust C 35 74 765 
4 Trust D 32 68 588 
5 Trust E 28 60 658 
6 Trust F 24 52 754 
7 Trust G 22 48 657 
8 Trust H 18 43 346 
9 Trust I 15 34 338 
10 Trust J 10 28 259 
11 Trust K 8 22 236 
12 Trust L 5 16 204 
 Total  275 563 7005 
 

 
 

TABLE III 
AMOUNT PAID TO VARIOUS PERSONS FOR GETTING APPROVAL 
S. No Trusts Amount paid (bribing) in Crore Rupees 

1985-1990 1991-2000 2001-2010 
1 Trust A 1.00 2.00 14.50 
2 Trust B 0.95 2.00 12.55 
3 Trust C 0.85 2.00 10.20 
4 Trust D 0.75 1.80 10.10 
5 Trust E 0.66 1.68 9.48 
6 Trust F 0.50 1.54 10.20 
7 Trust G 0.48 1.45 9.88 
8 Trust H 0.56 1.55 8.70 
9 Trust I 0.40 1.25 8.34 
10 Trust J 0.40 1.25 5.26 
11 Trust K 0.40 1.20 5.45 
12 Trust L 0.33 1.10 5.20 
 Total 7.28 18.82 110.86 
 

The existence of private institutions provides a green 
opportunity for the bureaucrats and academics to make extra 
money. The following table shows the sample of events and 
the outcomes. 

 
  

TABLE IV 
MONEY OFFERED TO COMMITTEE MEMBERS 

S.No Members Amount Received (in Rupees) 
First event Second event Third event 

1 Member Z 75,000 150,000 400,000 
2 Member Y 75,000 150,000 400,000 
3 Member X 75,000 150,000 250,000 
4 Member W 50,000 125,000 250,000 
5 Member V 50,000 100,000 200,000 
6 Member U 50,000 100,000 200,000 
 
 

For the process of accumulating wealth, the upper income 
group and the non-resident Indians have contributed much. 
Besides, the tax exemptions and other concessions given by 
government paved a concrete way of retaining wealth. The 
sequence appears like that: demand exists for higher 
education – government liberalizes admission norms to 
private institutions – students who could not get admission 
due to low marks but have the capacity to pay more money 
if they get admission – private institutions appropriate this 
situation. The following table shows the amount paid by the 
students to various institutions during 2009-2010.  
  
 
 

 
 
 
 

TABLE V 
AMOUNT PAID BY THE STUDENTS TO GET ADMISSION TO 

MEDICINE AND ENGINEERING 
No of medical students who paid amount in Rupees 

18 – 22 lakhs 23 – 25 lakhs 26 - 30 lakhs 31 – 35 lakhs 
2 10 8 5 

No of engineering students who paid amount in Rupees 
1.5 – 2.5 

lakhs 
2.6 – 3.0 

lakhs 
3.1 – 3.5 lakhs 3.6 – 4.0 lakhs 

56 75 50 44 
 
 

VIII. CONCLUSION 
The new version of capitalism reveals how the state 

promotes and sustains a new capitalist class arising out of 
the business of higher education. Of course, the reason 
behind this trend would be the globalization on the one hand 
and the market demands on the other. The implication is 
whether market decides or the state decides in the 
emergence of new capitalist class in education sector. It 
appears that the market creates the condition and the state 
acts upon it. The consequences are both positive and 
negative aspects. The new capitalist class complements the 
efforts of the state in developing human resources. At the 
same time, it kills the spirit of merit and the value of social 
justice. The market and its competitive elements may 
consider the concept of merit to some extent but not social 
justice. But, the state very much needs the concept of social 
justice. The modern state not only protects the interest of the 
poor and weaker sections, but also fulfills the expectations 
of the upper income groups at the cost of merit and social 
justice. Two parallel system of governance exists in Indian 
higher education. One system owned by government which 
combines both merit and social justice irrespective of 
market forces. The other system groomed by the private 
sector with the sanction of government in which market has 
the major role devoid of merit and social justice. The 
business and the political economy of higher education in 
India sustain these trends in future as well till the state 
undertakes alternative measures.         
 

REFERENCES 
[1] Karl Marx, Capital, Vol. I. Progress Publishers, Moscow, 1977, p. 

688 
[2] R.V. Barrett and D.E. Meaghan, “Postsecondary Education and the 

Ideology of Capitalist Production,” The Public Sector Innovation 
Journal, Volume 11(3), 2010. 

[3] Sheila A. Slaughter and L.L.Leslie, Academic Capitalism: Politics, 
Policies, and the Entrepreneurial University, Johns Hopkins 
University Press, Baltimore, MD, 1997; S.A. Slaughter and G. 
Rhoades, Academic capitalism and the new economy: Markets, 
state, and higher education, Baltimore, MD: The Johns Hopkins 
University Press, 2004; D. Bok, Universities in the Marketplace: 
The Commercialization of Higher Education, Princeton, N.J.: 
Princeton University Press, 2003; E. Gould, The University in a 
Corporate Culture, New Haven, Conn.: Yale University Press, 
2003; W. Readings, The University in Ruins, Cambridge, Mass.: 
Harvard University Press, 1996. 

[4] R.A. Posner, "The Social Costs of Monopoly and Regulation," 
Journal of Political Economy, 83, pp. 807-827, 1975; Anne O 
Krueger, “The Political Economy of the Rent-Seeking Society,” 
The American Economic Review, 64, pp. 291-303, 1974; C.K. 
Rowley, R. D. Tollison and G. Tullock, (eds.), The Political 
Economy of Rent-Seeking, Boston, MA: Kluwer Academic 
Publishers, 1988. 

World Academy of Science, Engineering and Technology
International Journal of Industrial and Systems Engineering

 Vol:5, No:1, 2011 

91International Scholarly and Scientific Research & Innovation 5(1) 2011 ISNI:0000000091950263

O
pe

n 
Sc

ie
nc

e 
In

de
x,

 I
nd

us
tr

ia
l a

nd
 S

ys
te

m
s 

E
ng

in
ee

ri
ng

 V
ol

:5
, N

o:
1,

 2
01

1 
pu

bl
ic

at
io

ns
.w

as
et

.o
rg

/1
59

68
.p

df



 
 

[5] P. Bardhan, The Political Economy of Development in India, 
Oxford: Basil Blackwell, 1984. 

[6] J. Dreze and Amartya Sen, India: Economic Development and 
Social Opportunity, Delhi: Oxford University Press, 1998; Sharif 
Mohammad and John Whalley, "Rent Seeking in India: Its Cost 
and Policy Significance," Kyklos, 37, pp. 387-413, 1984. 

[7] J.B.G. Tilak, “Higher Education in Trishanku,” Economic and 
Political Weekly, September 10, pp. 4029-4037, 2005; D. Kapur 
and P.B. Mehta, “Indian Higher Education Reform: From Half-
Baked Socialism to Half-Baked Capitalism,” Center for 
International Development, Harvard University, 2004. 

[8] S.N. Mukherjee, History of Education in India, Acharya Bool 
Depot, Baroda, 1966; J.P. Naik and N. Syed, A Student’s History 
of Education in India, Macmillan, New Delhi, 1974. 

[9] Planning Commission, Draft Report of Working Group on Higher 
Education, 11th Five Year Plan, Planning Commission, 
Government of India, New Delhi, 2007. 

[10] MHRD, Annual Report, 2009-2010, Ministry of Human Resource 
Development, Government of India, New Delhi; UGC, Higher 
Education in India: Issues, Concerns and New Directions, 
University Grants Commission, New Delhi, 2003.  

[11] Pawan Agarwal, “Higher Education in India: A Need for Change,” 
ICRIER Working Paper No. 179, New Delhi, 2006. 

[12] Sanat Kaul, “Higher Education in India: Seizing the Opportunity,” 
Working Paper No. 179, Indian Council for Research on 
International Economic Relations, New Delhi, 2006. 

[13] The Indian Express, 8 November 2005. 
[14] UGC, Report of the Committee for Review of Existing Institutions 

Deemed to be Universities, University Grants Commission, New 
Delhi, 2009. 

 
 

 
 
 

World Academy of Science, Engineering and Technology
International Journal of Industrial and Systems Engineering

 Vol:5, No:1, 2011 

92International Scholarly and Scientific Research & Innovation 5(1) 2011 ISNI:0000000091950263

O
pe

n 
Sc

ie
nc

e 
In

de
x,

 I
nd

us
tr

ia
l a

nd
 S

ys
te

m
s 

E
ng

in
ee

ri
ng

 V
ol

:5
, N

o:
1,

 2
01

1 
pu

bl
ic

at
io

ns
.w

as
et

.o
rg

/1
59

68
.p

df




