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Abstract: Neo-liberalism - the doctrine that market exchange is an ethic in itself, capable of acting as a 

guide for all human action - has become dominant in both thought and practice throughout much of the 

world since 1970 or so. [1] In India, this doctrine emerged as the last resort to tackle the severe balance of 

payment crises during the 1990‟s. Major loans were taken from international financial institutions 

International Monetary Institute (IMF) and World Bank (WB) under the condition of bringing changes in 

the economic pattern. Structural Adjustment Program (SAP) were imposed on India by these IFI‟s which 

were rooted in neo-liberal ideology. These neo-liberal policies turned the course of Indian Economy from 

a socialist or self-sustaining economy to a Liberalized, privatized, and globalized economy. This paper 

analyzes the impact of these neo-liberal policies on the education sector in India. Further, it tries to 

showcase how after the new economic reforms the government‟s policy framework changed with 

increased leaning towards neo-liberalism. This paper concludes with the argument that for a country like 

India, a largely poor country with every 4
th

 poor of the world residing here how important it is to invest in 

this crucial sector instead of adopting policies like privatization and public fund cuts. 

Keywords: Neo-liberalism, International Financial Institutes(IFI‟s), market, Public Private 

Partnership(PPP), Privatization. 

 

Introduction: 

The neo-liberal theories emphasize on freeing markets from all restrictions imposed by states and any 

other authorities. Neo-liberals believe that an open market can boost the economic growth as it will 

increase competition that leads to enhancement in efficiency of goods and services. These theories 

consider welfare state as a stagnant model that turns the people into lame beings. Neo-liberalism 

advocates economic liberalization, free trade, and open markets, privatization, deregulation, and 

enhancing the role of the private sector. The Neo-liberal ideology is grounded in the 'classical liberal 

tradition', which was primarily hailed by Adam Smith in his treatise, The Wealth of Nations (1776). For 

Smith, the individual should be freed from government interventions to enhance the wealth of nations. 

Thus, markets should be taken as a capable force that can coordinate and distribute goods and services 

effectively. However, neo-liberalism goes beyond classical liberalism by embracing market 

fundamentalism and going beyond lassiez-faire principles. They believe that market regulates itself and 

there is no need of state interventions. It results in a world dominated by unregulated markets, where 

“inequality and private power shape the social order”.[2]  

The neoliberal economic agenda is prompting major cuts in funds for public services across the world. 

Education is the most potential sector that requires high investments. It makes an individual capable of 

utilizing the opportunities for achieving a good life standard and to pursue her/his goals with efficient 

skills in a right direction. In 2010, the Indian constitution was amended and Article 21A was inserted that 

made education a fundamental right. In addition, education is regarded as an important component of 

human development and a fundamental right, having both intrinsic and instrumental values. Still, the 
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education sector is experiencing major fund cuts. With the accomplishing goal of universal elementary 

education, the government directs the shift of resources from higher to primary education.  On the 

recommendation of Education (Kothari) commission (1966), the Government of India quantitatively fixed 

the target of investing 6 per cent of Gross National Product (GNP) on education by the public exchequer 

by 1986. But the goal of allocating 6 per cent of (GNP) on education remained elusive. Currently, India 

spent 4.54 per cent of GDP on education which is proportionally not adequate to its rising population and 

for meeting the goal of providing compulsory elementary education. 

These sever fund cuts “weaken the public control over education while simultaneously encouraging 

privatization of the educational services and greater reliance on market forces”. Neo-liberalism assumes 

that the market is more efficient than the state, so goods and services once considered public should 

become privatized, which also frees up capital for the market.[3] It emphasizes on reducing government 

liabilities of sustaining the population as it makes them ineffective and unproductive. They believe that 

once the state retreat from all spheres, the individual would become more productive.  

Objectives of the study:- 

 To examine how neoliberal policies have impacted education sector. 

 To study the impact of W.T.O. policies on higher education in India. 

 To study the impact of disparities during fund allocation on higher education 

 To study the impact of commercialization of education on teacher student relationship 

 To understand how leadership at centre can impact policy formulation in education sector 

Findings: 

IMPACT ON EDUCATION SECTOR:- 

The neoliberal policy agenda has been implemented in the education sector throughout the western world. 

Until 1970‟s education sector was not the prime focus of International Financial Institutions (IFIs) but 

their views changed by the 1980s. Through various agreements the WTO aimed to liberalize trade in 

services. The government thereby worked towards privatizing services like education, health, housing etc. 

Initially, the attempt to incorporate the neoliberal policy agenda was made primarily in the primary and 

secondary education sector. By the 1980s, it has been a worldwide trend for universities to adopt 

commercial models of knowledge, skills, curriculum, finance, accounting, and management organization. 

Under the influence of neo-liberal ideology, government policies have deliberately facilitated the 

“commercialization” of universities. Governments are increasingly treating universities as economic 

institutions serving economic goals, specifically, power and profits in the global, knowledge economy.[4] 

They focus on new institutional economics based on cost-recovery and entrepreneurialism; 

accountability; and new managerialism. The higher educational institutes are treated as the hotspot of 

producing a skilled workforce who can serve the interests of the corporates in a skilled manner. 

Impact of WTO:- 

WTO has an important impact on the higher education system in India .The policy prescriptions of the  

WTO argued against the use of public funds for the expansion of higher education .The WB‟s report –“ 

Higher education : Lessons of Experience” -  termed higher education as private and quasi- private good 

which allow students-consumer to command a better market for their skill . A first step towards the 

implementation of the neoliberal policy agenda has been the introduction of private universities Act 
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(1995). It declared higher education as “non-merit good” whereas school education was put into the 

categories of “merit good‟. Following this, subsidies in higher education were reduced in 1997. It was 

proposed that over a period of five years subsidies should be brought from 90% to 25%. This proposal 

was boosted by “Ambani-Birla Report‟ in 2000, which recommended entire removal of subsidy system. 

This report emphasized on converting higher education into a fully controlled profitable market. It argued 

that higher education should be left to corporate sector investments so that the number of post-secondary 

institutions could be doubled by 2015.It wanted “user pay” principle, with loans and grants for the needy, 

to be the means for making the investment profitable for the investors. Under the influence of Ambani-

Birla Report, UGC recommended the restructuring of higher education on the market oriented enterprises 

promoting corporate values. Under neoliberal agendas India has agreed to consider education a “tradable 

service”. Further, it means that India has agreed for global trade in education without barriers. It turned 

education to a commodity and students to a consumer. When education is reduced to commodity, not only 

poor and disadvantaged will be denied of it even, those who get it would not get it worth the name. Neo-

liberal shift is embedded in a market oriented, instrumentalist approach to knowledge designed at 

producing a cheap skilled but slavish workforce to serve the corporate controlled global economic 

agendas for profit subjugation and hegemony.[5] 

Disparities in funds allocation at different levels: 

The other issue is of promoting education and research in those fields of education that could yield 

maximum profit (e.g. hard and applied sciences). Because of this profit motive the social sciences are 

ignored to a full length. There is a boost in the number of engineering and management colleges and 

universities during the past two decades. The trajectory in their number accounts for a clear turn in 

orientation of education. It has become more of a job-oriented system. People are more focused on 

spending money on the course that could yield maximum profit to them by ensuring a good placement. 

Students invest money like a business man in education so as to get back profits in term of better 

placements.    

The fund allocation for higher educational courses is kept very low. It is around 10% only of the total 

budget allotted to education sector. The government spend maximum amount of its money on elementary 

education as it has been guaranteed as a fundamental right. This disparity undermines the efficiency of 

those higher educational institutes that depend on government funds as they are not able to carry out their 

expenses on their own. The government has now instituted the policy of Public private Partnership in all 

sector of education – a policy designed to shift public resources to the corporate (including foreign) 

capital and at the same time, allowing profiteering by hiking up fees. The neoliberal agendas further 

recognize the hidden agendas of providing low interest loan to the students is again facilitating the growth 

of expensive private / foreign educational institutions, rather than helping students. Recently, the decision 

to establish Education Finance Corporation of India Ltd. has also been made with a view to provide low-

interest loans not just to the students but also to corporate capitals and NGOs  for setting up profit making 

educational institutions. 

Plan and non-planned expenditure on higher education: 

The total government expenditure on higher education consists of plan and non-plan expenditures. In the 

total government expenditure on higher education, „plan‟ expenditure forms small proportion (less than 

30) per cent and „non-plan‟ expenditure dominates the total . In fact, non-plan expenditures form the 

major chunk of expenditures on higher education. During the process of adjustment, when the 

government expenditure has to be reduced, it seems to be relatively easier to cut plan (development) 

expenditure than non-plan (maintenance) expenditure; because it cannot be reduced significantly, since 

most of the non-plan expenditure consists of salary expenditure of the existing staff, active and would 

work with efficiency. During 1981 to 2010 period, plan expenditure ranges from 9 to 23 per cent while 
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non-plan expenditure ranges from 77 to 91 per cent. Thus, it shows that, in this period, there has been lot 

of fluctuation between the share of plan and non-plan expenditure on higher education. However, 

declining plan expenditure, means declining effort for creation or addition of new educational facilities 

and swelling non-plan expenditure denotes increasing burden of maintenance expenditure on the shoulder 

of the state government. Thus, there is a need of appropriate policy to balance this type of variation in 

plan and non-plan expenditure on higher education.  

Effect on teacher-student relationship: 

This corporatization of the education sector has made education a business, turning the students to a buyer 

and the teachers as mere sellers of their knowledge. There is a drastic change in the relationship and role 

of teacher and student. The relationship has been more of a formal kind now-a-days. The teachers are 

focused on the syllabi and once they complete their task they pay no further attention to the students and 

the students too, go to classes just to get what can help them in getting good grades for a good job and 

nothing else. This change in roles and relationship has led to a serious setback to the field of social 

sciences and humanities as these fields require time for building up once carrier.  

Recently, the present NDA government has taken few steps to turn the education sector into a privatized 

sector by cutting funding to the National Institutes like IIT‟s and IIM‟s. These steps carry serious 

repercussions as many students in these top institutes come from low-middle class families or from very 

poor families who can‟t afford huge fees. Cutting in subsidies from these institutes can lead to dropping 

out of the talented students from these institutes that is hard for India to afford as most of the students 

from these institutes help in the development projects by their unique skills. Though, the neoliberals put 

forward a solution to this problem that is of providing short term low-interest loans to students for higher 

education. This scheme sounds good only if there is a job security and availability of jobs for youth. But 

in reality the government is not able to produce enough job opportunities for its growing young 

population. Recent studies have shown that in the five years between 2005 and 2010 fewer than 3 million 

new jobs were added to the economy. This is worrying when one considers that about 12 million people 

join the workforce every year. By 2020, India is set to become the world‟s youngest country with 64 per 

cent of its population in the working age group but if the trends goes on its going to impact the social 

paradigm of the country as a disappointed youth can resort to bad activities. 

Education is the only potent medium which can help generate a skilled working class which is required in 

the fast changing and globalizing world. In India nearly 47% of the population is engaged in agriculture 

that contribute just 17% to the gross domestic product (GDP) whereas services sector accounts for 

53.66% of total India's GVA of 137.51 lakh crore Indian rupees. The service sector has a huge potential 

of creating jobs in India but because of lack of education and skills the youth is lagging behind in services 

sector. 

Leadership at centre: changing policy outlook:- 

The neoliberal policies have turned the Indian society into a market oriented economy that is focused on 

increasing its reputation as the fastest growing economy in the world. These neo-liberal policies are 

guiding the policies of the governments. With the coming up of the present NDA regime under Narendra 

Modi‟s Prime Ministership there is an expected boost in these neo-liberal agendas as he is a market 

oriented leader whose focus is completely on market fundamentalism. He uses the language of a 

businessman who wants to do business with almost all the top economies of the world.  

Engaged in developmental projects for the country the present government has adopted some major 

reforms in the education sector in the name of ensuring efficiency in working like cutting down on 

subsidies in to ranking educational institutes like IIT‟s and IIM‟s. Panjab University is also facing 
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massive fund cuts from the central government. The state government is too ignoring the demands for 

funds. All this has been done in the name of making the universities capable of generating revenues on its 

own. The only possible option left with the universities in such a condition is to hike fee structure. It 

could probably lead to increase in drop outs from universities as there are a lot of students whose family 

cannot afford to pay high fees. These actions on part of the government are pushing the future of a lot of 

students in dark.   

Public universities are always falling into financial crises. To meet that financial pressure, universities try 

to make joint initiatives with various market oriented forces to increase their internal financial capacity. 

They will introduce different new degree programmes with the financial support of international and 

national financial institutions, and of government and nongovernment sectors. The outcome of the 

neoliberal project will be that public higher education will become more expensive, with costs 

increasingly carried by the private individual in accordance with the 'user pays' principle. Dr. Devesh 

Kapur, Director of the Centre for the Advanced Study of India at the University of Pennsylvania says, Mr. 

Modi‟s attempts to engage the Indian diaspora in the country‟s development may be possible in private 

sector, but would be highly difficult in public universities, unless the structure of higher education 

changes radically.[6] The neo-liberal shift of cutting down on state funding in the education sector is 

highly debatable issue as it would not possibly yield better results for the country. The country needs a 

well-educated youth that can only be produced if education is made available to all those who cannot 

afford high fees. They can get an opportunity to work in those sectors that require high qualifications only 

when they get proper education. 

Disillusionment with neoliberal policies: 

India lacks the potential to produce jobs for its millions of capable youth thereby forcing them to shift to 

other developed countries where they can get a handsome pay for their work. This trend ultimately 

benefits the corporates in the developed countries who get benefited by hiring this skilled man-force from 

these developing countries at cheaper rates. 

The other serious repercussion of neo-liberalism is that it has led to projection of the youth towards the 

subjects that are related to market and management. They have assumed that there are certain courses that 

have the potential of earning them good jobs. Due to this reason there is a serious setback to the other 

subjects that are crucial for a society. But they are fully ignored just because they are not related to market 

that is neoliberal‟s main target.  

The other thing that has been ignored completely is the domain of values in the wake of leaning towards 

neo-liberalism. There is extensive focus on skills and scientific methodology because of which a human 

angle is always neglected in perceiving things.  

The teaching staff has also turned to a corporatized community as teachers at higher level educational 

institutes treat education as their business. The teachers deliberately ignore their responsibility of 

providing authentic knowledge that could benefit the society. The rising use of part-time instructors and 

non-tenure faculty is raising questions about the quality and success of undergraduate teaching. 

Today, the number of student enrolments in the private universities is greater than that in public 

universities (Contribution of private sector to higher education is 1.8% and public sector contributes 

1.2%).  Private universities in India are increasing, but they do not maintain an educational environment 

conducive to student life. They established private universities anywhere to selling the degrees without 

quality infrastructure like physical facilities, libraries underpaid teachers etc. This type of educational 

commercialization is not yielding any positive results for the country.  
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CONCLUSION:- 

Neo-liberalism pose a grave threat to higher education in India and this is the high time for India to 

realize the fact that education is the best tool that can help in making the country more progressive by 

producing skilled and efficient manpower. Most of the capable youngster‟s lack finances to support their 

studies, the government of India must take into account this serious factor and should not retreat from 

education sector. Though the government has been continuously increasing the amount of funds 

allocation to education sector but the increment is very static. The increment is not at par with the 

requirement levels. It is pointed out that India‟s investment in education as proportion of GNP has been 

below the national target of spending 6 per cent. The disparity within different levels of education sector 

is also a grave issue that is leading to commercialization of education. The government needs to take 

initiative to protect the higher education system from falling prey to corporatism. It should provide every 

citizen with affordable education to help them develop their capabilities that can be used for the 

development of the country. Thus, India should act according to the needs of its people rather than taking 

actions as per the global market needs.   
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