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FDI in Higher Education
Official Vision Needs Correction
The decision of the government of India to allow foreign
direct investment in higher education is based on a consultation
paper prepared by the commerce ministry, which is marked
by shoddy arguments, perverse logic and forced conclusions.
This article examines the issues and financial compulsions
presented in the consultation paper.

strangely – is improved literacy. A link
is suggested between “market-comple-
mentary arrangements in education” in
the developed countries and the high
levels of literacy that obtain there. Im-
proved literacy has all along been tagged
with better primary education, yet the
consultation paper expects to somehow
raise the literacy levels with FDI in higher
education.

The second requirement is to contain the
outflow of money to other countries in the
shape of fees and related expenditure. The
paper does not, however, rely on any data-
based study of the courses and institutions
chosen by the Indian students abroad. It
does confront the reality that a very large
number of students go abroad to work and
earn and not to get education at some
internationally reputed university. It is
also silent on how the fees received by
foreign-based universities in India will
be utilised.

The third requirement, based on a
McKinsey-NASSCOM study, is the need
to train a large number of graduates to
handle the expected bonanza of offshore
business and to work for multinational
companies. Most of these “millions” of
jobs will be in the information techno-
logy (IT) and information technology
enabled services (ITES) sectors and will
certainly not require Harvard-standard
education. Moreover, let us not expect
a few Harvard and Oxford-like satellite
campuses in India to turn out graduates

in millions over the next five or six years.
The fourth requirement arises from

the dubious ambition to join the league
of education-exporting countries like
the US, UK and Australia. The idea that
we will import education in order to
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As press reports indicate, the gov-
ernment of India seems to have
made up its mind to allow foreign

direct investment (FDI) in higher educa-
tion. A group of ministers has cleared a
proposal on foreign service providers and
a bill is expected to be prepared shortly.
A short while ago, the ministry of com-
merce had released a consultation paper
with the stated purpose of initiating dis-
cussions on the issue of allowing FDI. Its
tone and tenor clearly indicated the official
position which, as democratic conventions
demand, should have been arrived at only
after a sufficient and comprehensively
documented debate. Instead, the govern-
ment is pushing the bill with extreme and
ungracious haste as if it is answerable only
to the World Trade Organisation (WTO)
and not to its own people. We can, there-
fore, only hope that the Parliament will
discuss the issue threadbare. But that,
unfortunately, is not very likely.

What is most disturbing is that the
decision to allow FDI has been taken on
the basis of a consultation paper which is
marked by shoddy arguments, perverse
logic and forced conclusions. Indeed, a
careful reading of it leads to the conclusion
that there is no case for allowing FDI.

This article raises essentially four issues
which need  critical attention: the objectives
of higher education, its contextual rel-
evance, the prevailing financial situation
and the viability of alternatives to FDI.

Major Issues

The first issue is addressed in the light
of four requirements, one of which –
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export it derives from a rather simple-
minded notion of education as just
another commodity. Also, we should
not forget that the best universities in the
west do not treat education as a business
and may not be interested to come to
India “to do business”. In the name of
the best, let us not open our gates to
unscrupulously mercenary corporate
interests. In any case, have we given a
chance to our own universities to perform
at their best? The Indian Institutes of
Technology (IITs) and Indian Institutes
of Management (IIMs) did come up
without FDI.

To say the least, these four requirements
only constitute short-term objectives and
are formulated in terms of current trends
in world business. But higher education
also needs long-term objectives and a broad
vision in tune with the projected future
of the country and the world. Its contex-
tual relevance in the case of India has to
be conceived in terms of our civilisational
history and the contribution we wish to
make to the future of humanity. Un-
fortunately, the consultation paper makes
no efforts to understand the peculiarities
of the Indian situation in the national and
global contexts.

Financial Compulsions

The principal argument of the paper is
built around compulsions of the prevail-
ing financial situation. According to it,
higher education will require Rs 20,000 to
Rs 25,000 crore over the next five or more
years to expand capacity and improve
access. For such a huge amount, the paper
argues, we can only look to FDI. But is
this really such a huge amount for a coun-
try that commits three to four times that
amount every year to defence? The bud-
getary estimate for 2004-05 alone stands
at Rs 77,000 crore. It is not that defence
should not be funded as per requirements.
The point is the priority we need to
assign to higher education and the ques-
tion of enhancing access and ensuring
equity. The FDI in itself cannot guarantee
better equity and access as the paper
unreasonably presumes.

In fact, the amount required to upgrade
and expand higher education turns out
to be a pittance if we remember that it
has to be shared between the central and
state governments over a number of
years. If non-profit organisations and
well-intentioned corporate houses and
individuals chip in, the edifice of
higher education can really rise to touch
the sky.
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