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Abstract

In this chapter, we examine the political economy of higher education in South
Asia. We use a broad definition of political economy to encompass the outcomes
and processes resulting from the intersection between system-level goals and
private interests in higher education. We focus on three sets of issues. First, we
discuss general issues surrounding the political economy of measuring student
learning. Second, we examine governance challenges within the higher education
sector, focusing on autonomy and governance and their relationship with the
performance of the system. Third, we examine the relative effectiveness of the
private versus public provision of higher education in terms of skilling graduates.
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South Asia’s higher education system' has been growing rapidly.> Over the last
15 years enrollment in degree-granting institutes nearly quadrupled, growing from
11 million students to 42 million in the region. The average annual growth rate over
the period was 14%, with the lowest growth rate in Sri Lanka and Bhutan (6%) and
the highest in Maldives (35%). Growth was steepest in the 2000s, but even today the
system is growing significantly.> With demand for higher education increasing as
more students complete school in the region, the growth is unlikely to slow down
soon.

Governments play a key role in regulating higher education in South Asia
through policies, legislation, governance guidelines, and quality assurance systems.
Legislation and policy formulation for higher education involve multiple levels of
government in all countries in South Asia. Central bodies formulate regulations,
but in countries with federal systems, such as India, Nepal, and Pakistan, province-
and state-level entities also play a key role. The efforts of these entities may not
always complement those of their central counterparts. In Pakistan, for instance, the
Higher Education Commission is entrusted with multiple tasks pertaining to quality
control, but at least until recently, provinces played a key role in other quality-related
aspects, such as choice of leadership and faculty, creating space for conflict between
the two. More centralized systems can be complex as well, for example, because of
overlapping influences, as in Sri Lanka, where the Ministry of Education and
Highways and the University Grants Commission have overlapping responsibilities.*

Stakes are high as policymakers pursue multiple goals. Policymakers are sup-
posed to ensure students are learning. They are also supposed to ensure efficient
levels of graduate employability, research productivity, innovation, knowledge
transfer, community building, and visibility in the international arena. Furthermore,
these goals may not be compatible with each other. For instance, policymakers must
strive to produce highly skilled graduates while also pursuing equity goals through
affirmative action policies that relax admissions standards for specific categories of
students. They must ensure research productivity while also ensuring high quality
teaching.

The most visible goal of a higher education system pertains to students acquiring
skills that make them economically productive. Higher education institutes play a
key role in imparting domain-specific skills, such as history, physics, or mathematics
to their students, as well as higher-order thinking skills such as critical thinking or
creativity to help prepare them for a fast-changing labor market. Imparting these
skills is important because they enable individuals to earn a livelihood and contribute
to the economy while also increasing political legitimacy at home and abroad.
Conversely, the failure to impart these skills can lead to thwarted ambitions, wide-
spread discontent, and social unrest.
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Two features of South Asia’s institutional landscape in higher education are
noteworthy for achieving its many goals: a large private sector and the affiliation
system.” All countries have private universities, colleges, and stand-alone higher
education institutions. The private sector absorbs 67% of enrollment in India, 66%
in Nepal, 43% in Bangladesh, 42% in Afghanistan, 18% in Pakistan, and 20% in
Sri Lanka.® The second key feature, the affiliation system — a legacy of British rule in
the subcontinent — continues to play a dominant role in the higher education systems
of Afghanistan, Bangladesh, India, Nepal, and Pakistan.” Under the most general
form of the affiliation system, nonautonomous colleges affiliate with government-
funded universities. The university is known as the “affiliating university,” and the
college is known as the “affiliated college.” Affiliating universities help ensure
quality at entry by affiliating only with colleges that meet certain specifications
and by providing the curricula and administering examinations for their affiliated
colleges.

In pursuing multiple goals, the system must rely on several players: bureaucrats,
politicians, private sector, judiciary, civil society, faculty, parents, and students.
While these players might care about improving student skills, this might not be
their primary goal. For instance, administrators might care for student learning, but
they may be more concerned about professional prestige, which in turn may depend
upon control over resources versus learning gains for students. Faculty might want to
improve student learning, but they might care more about their professional rights
and participating in union strikes that disrupt class schedules. Private providers
might also want students to learn better, but their primary motive might be profit.
In other words, even as the spotlight is on learning and skills of higher education
graduates, it is not necessarily a unifying priority for powerful stakeholders.

In this chapter we examine the political economy of higher education in South
Asia as it relates to producing skilled graduates. We use a broad definition of political
economy to encompass the outcomes and processes resulting from the intersection
between system-level goals and private interests in higher education. We focus on
student learning, institutional autonomy, and institutional choice through private
provision. Section “Brief Background on Higher Education in South Asia” provides
an outline of the higher education system in South Asia. Section “The Political
Economy of Skilling Students: An Unfair Burden on Higher Education” discusses
the political economy of skilling graduates through the higher education system in
India. While different countries seek to improve learning, very few countries have
been systematically tracking student learning with the recent exception of India. One
reason is that measuring learning outcomes puts the spotlight on accountability and
thereby individuals entrusted with ensuring learning. While these individuals might
want learning to improve, they may not want to be held accountable if things look
bad. This makes the decision to measure learning a politically contentious issue.

Section “The Political Economy of Governance: Too Many Controls, Too Little
Flexibility” takes a closer look at the governance challenges within the sector,
focusing on autonomy and governance and their relationship with the performance
of the system. Autonomy allows institutes to govern themselves by determining their
own goals and priorities; selecting leaders, faculty appointments, student
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admissions, and the structure and content of programs; carrying out financial man-
agement; and, ultimately, improving student learning. As we discuss, the region’s
affiliation system creates challenges for the proper exercise of autonomy. We
examine what this means for student learning and faculty research.

Section “The Political Economy of Privatization: Private Colleges are Not Just
Diploma Mills” looks at private institutions and examines how they perform relative
to government ones. The popular narrative in the region has been one where private
institutes primarily seek to make profit, often at the cost of student learning. Many
such institutes have deep political connections, which makes accountability difficult.
Section “Discussion” concludes with a brief summary and discussion.

Brief Background on Higher Education in South Asia®

Higher education in South Asia is a vast enterprise. Close to 40 million students
attend more than 50,000 higher education institutions. Out of this total, India enrolls
approximately 32.4 million students, Bangladesh 2.8 million students, and Pakistan
1.9 million students (UNESCO Institute of Statistics). By contrast, the numbers of
enrollments are much smaller in Afghanistan (262,874 in 2014), Bhutan (8,543 in
2013), Maldives (6,089 in 2014), Nepal (371,184 in 2017), and Sri Lanka (290,495
in 2017).°

Not only is the overall scale of higher education massive across South Asia, it is
also growing rapidly. Higher education enrollments have grown at 14% annually in
the region (Béteille et al. 2019). Because the gross enrollment rates in higher
education are still low in each country compared to the worldwide average, however,
enrollments will likely continue to grow steadily over the next few decades (Béteille
et al. 2019).'° The numbers of higher education institutions are also expected to
grow alongside the expansion in enrollments (Béteille et al. 2019).

A complex array of higher education institutions educate the large and
growing numbers of students in South Asia. These include universities, colleges,
and stand-alone institutes.'' The most established institutions in the region are public
universities and colleges. However, in the last couple of decades, several countries
including Afghanistan, Bangladesh, India, Maldives, Nepal, and Pakistan have
witnessed the establishment of a large number of private universities and colleges.
The rapid growth of private institutions, while meeting increasing demand for higher
education, has led to additional concerns about (a) the extent of cost-sharing and
equity in admissions; (b) the degree to which students are acquiring skills in
ostensibly harder-to-monitor institutions; as well as (c) finding the appropriate
balance between government control and institutional autonomy.

As part of the British legacy, Bangladesh, India, Nepal, and Pakistan further have
“affiliation systems.” In an affiliation system, a university provides standardized
curricula and assessments for a number of public and private colleges under its
jurisdiction (Carnoy et al. 2013). Students graduating from the affiliated colleges
also receive their degrees directly from the affiliating university. By maintaining
control of the creation of curricula, assessment, and degree-granting privileges at a
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centralized level, affiliated systems potentially ensure a minimum level of teaching
quality and student learning. At the same time, affiliating systems may decrease
student learning by preventing colleges from having greater autonomy to contextu-
alize decisions that affect student learning.'?

In the larger systems of India and Pakistan, central and local governments also
promote different higher education policies toward different political goals (Carnoy
et al. 2013; Béteille et al. 2019). The tension between central and local goals has
shaped how higher education institutions are governed, particularly their autonomy
and incentives to improve quality and equity (Carnoy et al. 2013). For example, the
central government of India frequently takes responsibility for maintaining or
improving the quality of the higher education system (e.g., through establishing
elite institutions or by establishing national regulatory agencies), whereas local
governments seek to expand access and, more recently, equity (Carnoy et al.
2013). The political goals of local policymakers (to meet the demand of upper—/
middle-class citizens and politically powerful reservation castes while not expanding
state budgets) tend to promote the growth of private institutions. For instance,
Andhra Pradesh has an abundance of private engineering colleges, many of which
are run by friends or family of politicians. Unsurprisingly, a large share of Andhra
Pradesh’s higher education budget is allocated to scholarships for students, the
majority going to private colleges. In this way, politicians channel public resources
to their institutions."?

Despite the diverse and complex nature of higher education in the region, pro-
grams and degrees in each country tend to follow global trends. Undergraduate
education typically lasts 3 to 4 years, while predoctoral graduate programs last from
1 to 2 years. Furthermore, although liberal arts studies have traditionally been
emphasized, science, technology, engineering, and math (STEM) fields are now in
high and increasing demand in several countries. For example, nearly half of the
students in India and a quarter of students in Bangladesh and Sri Lanka graduate
from STEM programs (Béteille et al. 2019). This is, however, in contrast with
students in Afghanistan, Bhutan, and Nepal that tend to focus on degrees in
education and health (Béteille et al. 2019).

The Political Economy of Skilling Students: An Unfair Burden on
Higher Education

A seemingly universal belief about the higher education systems of South Asia is
that they are of low quality. This belief manifests itself in a dominating concern that
college graduates have difficulty finding employment and are not especially produc-
tive (British Council 2015). More specifically, the vast majority of graduates are
believed to lack appropriate skills to find employment and be highly productive
(British Council 2015).

A key point, and one that has implications for the political economy of higher
education, is that higher education receives enormous pressure for ensuring that
students are appropriately skilled (Oliveri and Markle 2017). Higher education
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receives this pressure in part because it interfaces directly with the labor market (in
the sense that the vast majority of its graduates proceed into the labor force). When
college graduates are not highly skilled, the argument goes, higher education is not
doing its job — it is of low quality.

Indeed, the claim that higher education systems in South Asia are performing
poorly comes from a wide range of stakeholders that directly or indirectly influence
higher education policy. Industry giants, especially those from the influential tech
industry in India, have expressed displeasure with the apparent inability of colleges
to skill students.'* Domestic and foreign media regularly voice the same concern
about colleges in Bangladesh, India, and Pakistan.'” The refrain is further echoed by
international agencies, consulting firms, and nonprofits (Blom and Saeki 2011;
Mourshed et al. 2013; British Council 2015).

For-profit private testing companies are adding fuel to this fire. A recent report by
the Indian firm, Aspiring Minds, has received a lot of attention (Aspiring Minds
2016). The report claims, after assessing more than 150,000 students from more than
650 colleges, that approximately 95% of IT graduates in India are unfit for software
development positions. According to the assessment’s defined benchmarks, less than
5% of test-takers were able to “write a decent piece of code for a given problem and
[exhibit] the ability to debug and submit a working program (p. 11).” Notably, a
growing number of companies have been using such privately developed assessment
tools for making hiring decisions instead of relying on university/college examina-
tion results.

Taken together, stakeholder arguments about the low quality of higher education
in South Asia are multifaceted. Higher education is supposedly failing to equip
students with academic, major-specific, or technical skills. It is purportedly failing to
provide students with soft or higher-order thinking skills such as critical thinking that
are often touted by employers as being critical for productivity (Liu et al. 2014).
Furthermore, higher education systems in South Asia are ostensibly unsuccessful
because they do not produce institutions that rank among the top few hundred
institutions worldwide.'®

Besides identifying problems, stakeholders are uniformly proposing solutions for
the perceived problem of low-quality higher education. Solutions involve increasing
inputs such as training and hiring more qualified faculty as well as improving teacher
knowledge and teaching practices. They also involve improving institutional man-
agement, raising standards, and imposing greater accountability. Stakeholders push
for a greater focus on technical skills, higher-order thinking skills, or both. At the
same time, stakeholders argue that institutions should increase their capacity for
research and that governments should increase funding for a select group of potential
world-class universities. Some of the arguments are especially compelling. Higher
education systems in South Asia face shortages in credentialed faculty (e.g., faculty
with PhDs); have low levels of spending per student; have low levels of research;
and have very few, if any, programs that are regarded as world-class (Carnoy et al.
2013; Loyalka et al. 2014).

The prevailing discourse from multiple stakeholders is naturally putting pressure
on policymakers. In the absence of large-scale rigorous data, policymakers
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have essentially acknowledged the widespread narrative that the quality of higher
education is low.'” The absence of such data may not be accidental. Its availability
will put the spotlight on those entrusted with learning, such as administrators and
faculty, who may be wary of being held accountable. Regardless of evidence,
countries have begun adopting various solutions to address the problem of low
quality through a series of interventions targeted at the higher education system.
Common interventions include requiring faculty to have PhDs, basing promotions
on peer-reviewed publications, and ranking universities. At the face of it, these
interventions might appear useful, but when the quality of PhDs and peer-reviewed
journals is poor and ranking criteria are determined independently of factors related
to improving student learning, the impact on student learning might be minimal.

While the widespread narrative about the low quality of higher education in South
Asia and ways to fix it is both compelling and supported by policymakers, it has in
fact received little critical examination. Attempts to measure quality have been too
indirect and at times potentially flawed, to provide an accurate evaluation of the
quality of higher education. There are several problems. First, employment and
employer surveys frequently rely on self-reports that are subjective and unreliable.
Employers, in particular, may provide negative feedback with the expectation that
policymakers will expend even more public resources (in lieu of the firm’s own
resources) to improve quality. Second, international rankings of higher education
institutions are deeply biased composite indicators that reflect research output
(standardized data for which is readily available) and not student learning (standard-
ized data for which is rarely, if ever, available). Third, workforce-readiness assess-
ments require a rigorous psychometric basis, especially if used for high-stakes (e.g.,
employment) decisions. Whether private firms have developed and vetted their high-
stakes (and often criterion-based) assessments according to the appropriate standards
of rigor is an open and critical question. Fourth and perhaps most importantly,
neither employer/employment surveys nor workforce-readiness assessments are
able to examine and appropriately interpret the value-added that higher education
institutions and systems contribute to students in terms of building their skills. In
other words, none of the aforementioned methods accounts for how well higher
education institutions and systems may actually perform in equipping students with
skills either in an absolute sense or relative to each other. At best they describe the
performance of individuals — a product of multiple levels of education — and not the
value-added by the higher education system.

What might we learn about the quality of higher education if we were to
appropriately measure value-added in student learning during college? To answer
this question, Loyalka et al. (2018a, 2019) recently conducted an international study
in which nationally representative (random) samples of students in China (~9,000
students at 36 colleges), India (~18,000 students at 50 colleges), and Russia (~4,500
students at 34 colleges) were asked to take standardized assessments of academic
and higher-order thinking skills at the start, middle, and end of college.'® The student
samples consisted of broadly defined and comparable computer science (CS)-related
and electrical engineering (EE)-related major students.'® Student response rates were
extremely high at 95% for China and India and 87% for Russia (Loyalka et al.
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2018a). In addition to the national random samples, the research team in India
also similarly tested an additional 27,000 students at 118 colleges that were part of
the national government’s World Bank-assisted Technical Education Quality
Improvement Programme (TEQIP III).

Loyalka et al. (2018a, 2019) attempted to be especially rigorous in the steps
they took to examine student learning at various points in college as well as
across countries and institutions. First, the research team, which included trained
psychometricians, took several years to develop the assessment instruments.?
During the test development process, the team worked hard to ensure the validity,
reliability, and cross-national/cross-institutional comparability of the test results.
Second, the exam-taking conditions were made to be as similar as possible across
all sampled students. For example, all tests were administered by trained proctors.
Students also received the same incentives to take the exams. Third, wherever
possible, the test results were vertically scaled so as to be able to measure absolute
(as well as relative) gains in learning over time. These and other steps are described
in detail by Loyalka et al. (2018a, 2019).

The findings of the study, which focus on computer science as well as engineering
education, largely speak against the prevailing narrative that the quality of higher
education in India is low, at least relative to other countries such as China and Russia.
First, the results show that students in India are entering college with lower levels of
skills than their counterparts in other countries. Specifically, students in India start
college with lower levels of skills than China (albeit similar levels of academic skills
as students in Russia). In addition, they start college with much lower levels of
higher-order thinking skills (such as critical thinking) than students in China, Russia,
or the United States (approximately 1.5 standard deviations behind Russia and 2
standard deviations behind China and the United States — Loyalka et al. 2018a).
Second, both in an absolute sense (in terms of learning differences between the
beginning and middle of college) and relative sense (in comparison to China and
Russia), students in India exhibit gains in academic skills (Loyalka et al. 2018a).
Learning takes place to such an extent that students in India are leaving college with
comparable levels of major-specific skills as students in China or Russia (which
spend a lot more per college student — Loyalka et al. 2014, 2019). Third and finally,
the average students in elite or non-elite institutions in China, India, or Russia do not
make gains in higher-order thinking skills over time (Loyalka et al. 2018a).

Taken together, the results from Loyalka et al. (2018a, 2019) yield several
important insights. First, the low levels of higher-order thinking skills among college
graduates in India appear to be entirely due to what happens to students before
college rather than during college. Second, since students learn during their college
years, at least some part of this is likely because the higher education system in India
is able to impart academic skills to its graduates. These insights are contrary to the
popular narrative about the quality of higher education in India and the rest of South
Asia. Absent that narrative, there should be less reason for stakeholders to expect
drastic reform in higher education.

The above findings about skills are in concord with more traditional, descriptive
Mincer rate of return estimates. In the last few decades, the rates of return to higher
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education have been increasing in South Asia (Psacharopoulos and Patrinos 2018).
They are now substantially greater than the world average (Béteille et al. 2019). The
high and growing returns to higher education imply that college graduates may well
be converting the skills they acquire in higher education toward employment
and productivity. As in most countries, the greater returns to higher education
take time to manifest over the age-income cycle. College graduates, institutional
administrators, and policymakers may not see the immediate returns to
investing in higher education, even though they are there over an individual’s
lifetime (Béteille et al. 2019).

Finally, any policy reforms directed toward higher education in South Asia might
consider the uncertainties associated with trying to improve college student learning
outcomes. The evidence on what works in terms of improving student learning
outcomes in higher education is sparse (for a review, see Mayhew et al. 2016).
Three recent studies that include data from India further put a damper on solutions
proposed by various stakeholders in South Asia. Loyalka and Popova (2018) show
that faculty qualifications (including having a PhD degree) do not impact student
learning, possibly because the quality of the degree itself is poor. Loyalka et al.
(2018b) find that increasing faculty research (at elite or non-elite institutions) mostly
has a negative impact on student learning. This could be driven by faculty having
unbalanced teaching workloads due to large faculty vacancy rates; if they do
research, then they will need to reduce some of the extra teaching they are
doing, thereby affecting learning. Finally, better management practices (in elite
or non-elite, private or public institutions) have no impact on student learning
but do have a positive impact on faculty research productivity (Loyalka et al.
2018c). This may be because management practices in state colleges, where most
students study, are unable to change what happens inside the classrooms and
laboratories, given that curriculum and examinations are controlled by their affiliat-
ing university. Nevertheless, the last two studies, in particular, point to important
substitution effects that may emerge when research (or perhaps even elite institu-
tional status) is emphasized at the indirect expense of teaching.

To be clear, our review of the evidence in this section is not meant to imply that
gradual policy efforts should not be made to improve the quality of higher education
in South Asia. Such efforts may explain the learning gains in India relative to other
countries. As policymakers continue their reforms, they may well wish to give some
consideration, for example, to interventions that could improve higher-order think-
ing skills during college. Given the ability of the system to impart academic skills, as
well as the low levels of higher-order thinking skills of incoming students, however,
it appears that drastic changes are unnecessary. Instead, there may be larger marginal
returns to improving education, health, and nutrition in early childhood and in
primary and secondary education.

Put differently and somewhat more provocatively, in the context of the political
economy of higher education, various stakeholders in South Asia may have exag-
gerated the crisis in higher education and underplayed what happens at earlier stages
of the education system. This, in turn, may have incorrectly shifted the attention of
policymakers away from longer-term interventions in pre-tertiary stages (where
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there is a preponderating amount of evidence that serious reform is needed and that
solutions exist) toward trying to find more immediate fixes in higher education.

The Political Economy of Governance: Too Many Controls, Too
Little Flexibility

Governance encompasses administrative and political processes meant to help
institutions and systems function more effectively. It includes processes within an
institution; processes outside the institution, such as processes within regulatory
agencies and governments; as well as the interplay between the two sets of pro-
cesses. Effective governance of the higher education system should advance two
key goals of higher education systems: learning and research. In South Asia, how
effectively an institution is governed and consequently able to achieve these goals
hinges upon whether the institution has autonomy and the level of autonomy.

Autonomy in the South Asian context refers to government-authorized
independence given to institutes allowing them to undertake a variety of functions.
Autonomy, in its purest form, allows institutes to govern themselves better by
determining the goals and priorities of their institutes; selecting leaders, faculty
appointments, student admissions, and the structure and content of programs; car-
rying out financial management; and, ultimately, improving student learning. Public
and private universities in the region are autonomous by definition, autonomy being
conferred at the time of founding by an Act of Parliament or State/Provincial
Legislature (or equivalent). But colleges must be granted autonomy. Colleges in
India and Pakistan are granted autonomy by independent government entities, such
as the University Grants Commission in India and Higher Education Commission in
Pakistan. However, colleges in Bangladesh must be affiliated with a university and
are not granted autonomy. This provision is currently being revised.

Getting autonomy is not straightforward. First, there are technical criteria that
must be met before colleges can be granted autonomy. These criteria pertain
primarily to inputs, such as infrastructure and student-teacher ratios, and processes
such as teaching methodologies. In countries such as India, accreditation is a
prerequisite for autonomy. Second, there are logistical constraints. For instance, all
the paperwork in a college might be in place for autonomy, but the autonomy-
granting entity might be short-staffed resulting in a lengthy wait period of several
years. Third, in the more federal countries in the region — India, Pakistan, and Nepal
— province- and state-level entities play a role in determining whether province- or
state-funded institutes get autonomy. Institutions often find themselves caught in a
power clash between the central and local government. In India, for instance, the
state government or its affiliating university must forward a college’s application for
autonomy to the University Grants Commission (UGC). It may, however, not be in
the state government or affiliating university’s interest to do so, as we discuss later.
As a result, they delay the process, often needlessly. State governments also grant
their own form of autonomy to institutions. Often, this is more binding than UGC
autonomy as institutions reside in that state. A college in India might have
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UGC autonomy, allowing it to design its own curriculum and conduct its own
examinations — however, depending on the state in which the college is located,
this might give the college very little de facto flexibility, as the state might want to
impose uniformity in all the colleges in its jurisdiction.

The region’s affiliation system creates challenges for autonomy. The vast majority
of colleges in South Asia are affiliated colleges. In its original form, affiliating
universities were meant to mentor their colleges with the goal of helping them
operate independently. But affiliating universities today are stretched in terms of
their capacity to serve large numbers of colleges. In Bangladesh, a handful of
affiliating universities affiliate thousands of colleges. For instance, the National
University affiliates 1800 colleges. In India, the APJ Kalam Technical University
affiliates over 700 colleges. In Nepal, Tribhuvan University affiliates over 1000
colleges.?! As a consequence, affiliating universities play a primarily administrative
role, ensuring affiliated colleges meet basic norms for functioning; follow the
university’s curriculum; and partake of the university’s examination system versus
a mentoring role. They do this with the intention of maintaining common standards
across affiliated colleges. In practice, this results in affiliating universities promoting
standardization at the cost of innovation and flexibility and ultimately the loss of
a sense of ownership in college and department-level management.

Affiliating universities have little incentive to change the status quo. Affiliating
universities are expected to oversee several colleges and generate revenue from the
fees that those colleges and their students pay (such as affiliation and examination
fees). For instance, Bangladesh’s National University does not receive any funding
from the government or the University Grants Commission;** its main sources of
income are examination and registration fees from students at affiliated colleges,
followed by other types of payments from those colleges. In fiscal year 2014/2015,
total income from these sources was Tk. 1.79 billion (or about $21 million), up to
28% from the previous year. Visvesvaraya Technological University in Karnataka,
India, depends on affiliation fees as its primary source of revenue. (Examination
fees, which have not increased in the past 18 years, cover the cost of providing the
examinations.) Affiliation fees have helped the university generate a large corpus
fund, so the incentive is to increase the number of affiliated colleges rather than help
them become autonomous.>* At the same time, affiliating universities are expected
to facilitate colleges that seek autonomy. For instance, in Rajasthan (India), a state
government college seeking UGC autonomy must have its application forwarded by
the affiliating university. Having affiliating universities’ revenue coming primarily
from fees provides a disincentive for the universities to promote autonomy for
affiliated colleges because that autonomy would mean a loss of revenue.

As a consequence, not only can affiliated colleges not set their own goals and
priorities independently of their affiliating university, they have little choice in key
decisions likely to affect student learning, such as faculty selection (and thereby
faculty quality), whether faculty are transferred to another college in the case of
government colleges or charting the course of student learning. With the
state overextending itself, the internal governance mechanism within institutes also
crumbles. This is reflected in multiple ways. For instance, all countries in
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South Asia recognize the importance of sound internal governance mechanisms, and
at least in theory, higher education institutions have boards of governors or executive
councils. Yet, in general, these bodies have little role in stewarding their institute for
success. Apart from being technically unprepared, members of these boards/councils
are politically influenced, and these influences often divert the college from its long-
term vision. Political influence is most visible in decisions pertaining to faculty
recruitment and promotion and in construction and equipment purchase.”*

Little of this is surprising as decision-making across countries is characterized
by unhealthy politics, both within institutes and within the system. Pakistan
is illustrative of the dysfunctional internal management characterizing higher
education institutions in the region, with a powerful vice-chancellor, often selected
on political criteria, and a large but weak senate. This has meant centralization of
decision-making, combined with the fact that the decision-maker may not be tech-
nically suited for the job, having been selected less on merit than political criteria. In
India, again reflective of other countries, executive councils (or board) have failed to
protect the charter of higher education institutions, with boards typically chaired by
politicians and comprising members who do not understand their role in steering
higher education institutions. In several cases, such choices in leadership have
translated into faculty appointments being patronage-driven versus merit-based, as
well as equipment purchase and construction work being substandard. Maintaining
quality and high standards is difficult in such a scenario. Furthermore, these factors
have caused public trust in higher education to diminish.

What are the implications of such processes for learning and research? A recent
study from India suggests that good management practices in engineering colleges
have no effect on student learning, but they help improve research productivity.
Loyalka et al. (2018c) administer the World Management Survey to a random
sample of engineering colleges in India and examine whether better management
is associated with improved student learning on a range of domain-specific academic
skills (math and physics) as well as domain-general higher-order thinking skills. The
authors argue that multiple contradictory goals in universities mean that some goals
are achieved while others are not.

Why, however, are learning goals not achieved? One explanation is that effi-
ciently managed colleges are able to motivate faculty to undertake research, but they
can do little to change classroom processes. This is because their hands are tied when
it comes to curriculum and examinations, given the dominant role of affiliating
universities in these tasks. A recent survey of department heads in engineering
colleges by Loyalka and colleagues reflects how little control they have over key
decisions related to improving student learning. For instance, 91% of department
heads reported that individual professors could not decide their own curriculum,
while 76% said that departments did not formally assign professors to determine
curricula either. This is unsurprising, since these decisions are made by the affiliating
university, which results in colleges having little flexibility to customize the curric-
ulum or update it. Nearly 80% of department heads reported that content revision is
undertaken to meet state or university requirements versus being customized to meet
the requirements of the college. Interestingly, it may be in the interest of
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administrators and faculty to maintain the status quo inside the classroom rather than
risk implementing ambitious curricula and examinations; so long as students per-
form well in university examinations and get the degrees they seek, no one’s job is in
jeopardy. These examinations may not be testing skills valued in the workplace or
later life.

The Political Economy of Privatization: Private Colleges Are Not
Just Diploma Mills

A key driver of expansion and access in South Asia has been the growth of private
higher education institutions. While private institutions were at the margins of higher
education in the 1980s and 1990s (Tilak 2015), enrollment in these institutions
surged in the last two decades — so much that 66% of India’s students are
now enrolled in private institutions (MHRD 2017). Similar trends toward more
privatization in higher education are also visible in other South Asian countries —
enrollment in private institutions is 42% in Afghanistan, 43% in Bangladesh, 62% in
Nepal, 18% in Pakistan, and 20% in Sri Lanka (Béteille et al. 2019).

Despite funding from the government for a handful of colleges, private institu-
tions still rely largely on self-financing. In India, private-aided colleges receive
funding from the government, while private-unaided colleges are funded largely
by student fees and other forms of self-financing. In Bangladesh, private colleges
belong to two categories, private colleges with Monthly Pay Order, whereby the
government pays for the salaries of Monthly Pay Order teachers, and private colleges
without Monthly Pay Order. Furthermore, whereas fees charged by private-unaided
colleges are closely regulated by India’s government agencies, private institutions
in Afghanistan, Bangladesh, and Pakistan have a fair amount of autonomy in
determining their fees.

There are several factors behind the rapid privatization of higher education in
South Asia. First, the diffusion and adoption of neoliberal policies in South Asia in
recent years has emphasized the role of the private sector in development; this has
encouraged governments to loosen their grip on sectors such as education that
traditionally received public funds (Tilak 2015). Indeed, regulations have been
eased to facilitate the entry of private interests in the higher education sector. Second,
it is possible that governments in South Asia simply did not have the resources to
meet the growing demand for higher education. While privatization increased in the
past decade, public expenditure on higher education decreased.>> Given the high
demand for higher education and the political aspiration to increase access, the use of
cost-recovery policies has become standard practice. Household spending on higher
education has increased markedly in India, Pakistan, and Nepal (Varghese 2015).
Another major factor behind increased privatization may have been the benefits
accruing to politicians who themselves undertook to open private institutions (Kapur
and Mehta 2004). Clearly, public interests may be in danger if those responsible for
creating policies around privatization can directly benefit from it. Profit-seeking
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interests among the political class may therefore have increased the provision of
private higher education in South Asia.

The above factors not only led to a proliferation of private institutions in South
Asia but also to their chief criticism that they have lowered the quality of higher
education in the region as a whole. Specifically, the worry is that private institu-
tions, even in countries like India which has restrictions on cost-recovery through
fees, are motivated by profitability rather than higher education as a public good.
The profit motive has caused skepticism about the kind of incentives private
colleges have and the outcomes they would likely produce. Another issue is that
the growth of private institutions has simply outstripped the capacity of profes-
sional and regulatory bodies to monitor them adequately (Kapur and Perry 2015).
This may have created incentives for both stakeholders to manipulate the system
and to not monitor colleges continuously for quality assurance. With politicians
associated with these institutes, accountability is difficult. As a result, the common
perception is that while private colleges have improved access to higher education
for millions of students, private colleges do not provide students the skills they
need to succeed in the labor market.

Various stakeholders in South Asia claim that private colleges are of poor quality.
A report by FICCI, a prominent group that represents industry in India, has claimed,
for instance, that most engineering and business graduates, many of whom are from
private institutions in the country, are unemployable (FICCI 2016). Another recent
report prepared by the Economist Intelligence Unit (EIU) similarly highlighted the
high level of unemployment among recent college graduates in Bangladesh and
assigned part of the blame on the poor quality of the region’s private colleges.*®
Meanwhile, leaders in both India and Afghanistan have bemoaned the rise of private
universities and their deleterious effect on the quality of education.?’

How accurate is the claim that private colleges are of poor quality? Do they
produce skilled graduates especially as compared to their public counterparts? On
the one hand, it is true that private higher education has expanded at a break-neck
pace and is driven by profit-making motives. It is also possible, however, that a
minimum level of quality may be ensured by the fact that private colleges (like
their public college counterparts) are under affiliated university systems and
government agencies (in most South Asia countries). Furthermore, unless they
perform, they will eventually lose their clientele to another private college or the
public system.

Like the narrative that higher education in South Asia as a whole is of poor
quality, the negative views surrounding private education have not been critically
examined. The same methodological shortcomings that measure the quality of
higher education as a whole (through the use of rankings, assessments from the
private sector, and cross-sectional data that ignores value-added) also apply to
measuring the quality of higher education in private institutions.

To approach the critique head on, we again analyze nationally representative
data collected by Loyalka et al. (2018a, 2019). Specifically, we analyze data
on a nationally representative subsample of 15,000 students attending non-elite
private and public colleges in India. The results of the analyses again prove contrary



43 Political Economy of Producing Skilled College Graduates in South Asia 1121

to the popular narrative. First, students in private institutions have the same relative
gains in academic and higher-order thinking skills as students in public institutions
(Table 1). If anything, students in private institutions have slightly higher gains in
academic skills relative to students in public institutions; however, the difference is
only significant at the 10% level. Second, the relative differences in skill gains
follow the same pattern for traditionally disadvantaged students groups (e.g.,
women, rural, low socioeconomic status).

The evidence presented above does not support the prevailing narrative that
private colleges are of low quality. As Table 1 shows, students at private institutions
enter with lower skills than students at public institutions: this can be attributed to
both the shortcomings of pre-tertiary education as well as the selective admissions
process, whereby higher ability students preferentially enter public institutions. The
public college advantage persists in the third year of college. However, students at
private institutions clearly make significant learning gains that are on par with
students in public institutions. In other words, the evidence suggests that the gains
or value-added during college is roughly similar in private and public colleges. There
is therefore little evidence to justify singling out and blaming private institutions for
an ostensibly underperforming higher education system.

What could explain the favorable performance of private colleges against the
prevailing expectation of failure? First, the affiliation system, although flawed, may
nevertheless provide a basic structure that ensures students receive standardized
curricula and are continuously assessed based on standards that are common for all
colleges affiliated to a university. Countries where students do not make commen-
surate gains, such as China, do not have this type of overarching governance
arrangement. Second, colleges may also benefit from the presence of accreditation
agencies, such as National Assessment and Accreditation Council (NAAC) and
National Board of Accreditation (NBA) in India, that emphasize outcomes such as
student learning (Stella 2015). Accreditation, although not mandatory, may help
induce competition among the hundreds of public and private institutions affiliated
to the same university.”® Third, private colleges may also use “better” teaching
practices. Loyalka et al. show that active teaching practices are more prevalent in
private institutions in India and also appear to have positive, significant effects on
student outcomes. All that being said, the reasons for the positive performance of
private colleges are still unclear and require further research.

In sum, the results indicate that misgivings about the privatization of higher
education are misplaced. Students from various backgrounds are learning at a
comparable rate whether they attend private or public institutions. These increases
in student learning may well translate into higher productivity and higher returns in
the labor market for students attending private institutions. Moreover, the cost-
sharing inherent to privatization has enabled the rapid expansion of higher education
at a time when the gross enrollment rates in South Asia are still below the world
average. Finally, as students from wealthy backgrounds are able to access higher
education (public or private) at much higher rates than their less wealthy counter-
parts, the counterfactual of a purely publicly funded higher education system may be
a regressive policy alternative (Carnoy et al. 2013).
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Table 1 Private versus public differences in skill levels and gains (SDs) (India National Sample,
Non-Elite Institutions Only)

Year 1 Year 3 Unadjusted gain
[Private gain] —
[Private — public] [Private — public] [Public gain]
Math —0.3535%xx —0.293% 0.059
Physics —0.301%x —0.143 0.158«
Critical thinking —0.322x —0.308% 0.014
Quantitative literacy —0.6145xx —0.60255x 0.013

Notes: (a) Source: Author s data; (b) estimates and significance tests account for sampling weights
and clustering; (c) xxx p < 0.01, xx p < 0.05, x p < 0.1

Summary

South Asia has experienced a rapid expansion in its higher education system in the
past 10—15 years, driven by rising demand as more students finish secondary school.
In countries such as Afghanistan, Bangladesh, India, Pakistan, and Nepal, the rapid
growth of this sector has been characterized by the expansion of the affiliation
system — which attempts to provide a very basic form of quality assurance in
province/state colleges — along with the spread of private colleges. As the public
and private higher education sector produce graduates, it has been under scrutiny for
not doing its job well. Employers regularly complain of poorly prepared graduates,
who need retraining when they join the workforce, while the region’s track record in
innovation and research fares no better.

Steering an expanding, fragmented, and diverse system is no easy task for govern-
ments. The higher education system depends upon multiple players to achieve its
objectives in learning and research, such as politicians, bureaucrats, faculty, the private
sector, parents, and students. For many of them, student learning and research may not
be the most important goal. Politicians, for instance, recognize that students are an
important vote bank and tend to open small and unviable colleges in underserved areas,
without ensuring a mechanism for their staffing or performance. Faculty might care
about student learning but may resist accountability measures based on student learn-
ing. The private sector might want to reach unreached markets but ultimately cares
about profits, which might mean cutting comers. Students might be interested in
learning, but their ultimate goal is to clear examinations and get credentialed, which
might test only a limited range of relevant topics.

Despite the complex task of managing a rapidly expanding sector, governments
across South Asia have been attempting to respond to criticisms pertaining to sector
performance through a range of reforms. Yet, these countries, with the recent
exception of India, have little empirical basis to know whether their higher education
systems are performing as poorly as claimed. Using novel data for India, Loyalka et
al. (2018a, 2019) find that claims of underperformance may be exaggerated, espe-
cially in a comparative sense. They find that engineering students in a random
sample of engineering colleges in India — the only country in the region to collect
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such data — make gains in domain-specific skills such as physics and mathematics, as
well as domain-general skills, including higher-order thinking skills. This is no mean
achievement for a system that critics suggest is ready to implode. In contrast,
students in China actually lose these skills as they transition through college.

Something is working in India’s engineering education system. What is not
working is the pre-tertiary system, since Indian students join college with much
lower learning levels than any other country. Policymakers will do well to pay heed
to reforms in early childhood development and school, since this is where the
foundations for learning are laid. A similar story may be true for the rest of the
region. The absence of similar data limits our ability to say more.

South Asia’s higher education system could, however, perform much better. As
we discuss in this chapter, the higher education system across the region is fettered
by excessive state control. Colleges have little control over their destiny, who
teaches, what they teach, and which students attend. These factors are determined
by the affiliating university in the interest of providing uniform standards across
affiliated colleges. In practice, this has led to colleges not being able to adapt their
syllabus or faculty quality to the needs of the workplace.

Even colleges with good management practices are able to do little to improve
student learning, since their hands are tied when it comes to changing the things that
matter for learning: faculty quality, faculty hiring, curriculum, and examinations.
Importantly, however, well-managed colleges are able to improve the research
productivity of their faculty. This may be because research is not an area of
intervention for affiliating universities, thereby allowing college management to
play a greater role.

The region’s expanding private sector has also been criticized for exacerbating
the problem of low quality and being unaccountable. Once again, there is little
empirical data on whether private colleges do (or do not) add value to student
learning during college. We show private colleges do add value to student learning
in India. Even though they attract an entering student body that performs worse
than that in public colleges, by the time these students have reached the third year,
they have made similar gains in learning to those made by students in public
colleges. Even if these results hold true primarily for computer science and
engineering education, given the disproportionately large share of students enter-
ing these colleges, it suggests that there are other accountability mechanisms in
play that keep private colleges on a similar performance track to public colleges. In
this chapter, we focused primarily on student learning, governance and autonomy,
and the private sector. These are areas where private interests regularly intersect
with the larger interests of the system. They are also areas which have been studied
and where data are available. A more complete understanding of the political
economy of higher education in South Asia will require more research on a
range of topics. These include more data on learning along the lines of Loyalka
et al. (2018a, 2019), as well as a clearer understanding of faculty turnover and
faculty unions; student politics, whether students avail of tutoring during their
college years; how private colleges manage their faculty; and what happens in
other higher education departments.
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. The views in this chapter are the authors’ and do not represent those of the

institutes with which they are affiliated.

. In this chapter, we define South Asia to include Afghanistan, Bangladesh,

Bhutan, India, Maldives, Nepal, Pakistan, and Sri Lanka.

. Béteille et al. 2019
. World Bank 2017a
. Béteille et al. 2019
. Béteille et al. 2019

Yoong Lee 2011

. The material in this section is adapted from Béteille et al. 2019.
. http://data.uis.unesco.org
. According to the most recent UN statistics, the gross enrollment rate is only

8.7% in Afghanistan (2014), 17.3% in Bangladesh (2016), 10.9% in Bhutan
(2013), 26.9% in India (2016), 14.5% in the Maldives (2014), 9.7% in Pakistan
(2016), and 18.9% in Sri Lanka (2016) (World Development Indicators,
UNESCO Institute for Statistics, http://data.uis.unesco.org)

In addition to traditional classroom-based programs, a substantial share of
students is enrolled in virtual programs or “External Degree Programs.” In
these programs, students take exams but do not receive any teaching from the
university (though students may pay a private tutor). Nearly 25% of students in
Pakistan and over 50% in Sri Lanka are enrolled in such programs. While the
proportion is smaller in India at 11%, the number is high at 3.8 million students.
Bangladesh’s Open University offers a variety of instructional radio programs,
television programs, and YouTube clips to more than 540,000 students,
according to the university’s own figures.

In addition to the standardization and oversight provided by affiliating univer-
sities, public and private colleges in South Asia are also frequently regulated by
national agencies. The agencies, such as India’s National Assessment and
Accreditation Council or its All India Council for Technical Education (for
engineering colleges), set minimum requirements for infrastructure and equip-
ment and also review course offerings, curricula, and teaching.

Kapur and Mehta 2017

See, for example, https://www.hindustantimes.com/education/we-don-t-have-
enough-high-quality-institutes-in-india-narayana-murthy/story-m0ibw XyFXO
WY fqvz3FYbBP.html and (b) https://www.indiatimes.com/news/india/94-of-it-
graduates-in-india-are-not-fit-for-hiring-says-tech-mahindra-ceo-346737.html
See, for example, (a) https://www.thedailystar.net/is-graduate-unemployment-
rate-really-47-22302 and http://www.ipsnews.net/2018/04/salvaging-higher-
education/ (Bangladesh); (b) https://economictimes.indiatimes.com/jobs/only-
6-of-those-passing-out-of-indias-engineering-colleges-are-fit-for-a-job.cms ~ or
https://www.wsj.com/articles/SB10001424052748703515504576142092863219
826 (India); and (c) https://dailytimes.com.pk/245170/reforming-higher-educa
tion-in-pakistan/ (Pakistan).
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https://www.wsj.com/articles/SB10001424052748703515504576142092863219826
https://dailytimes.com.pk/245170/reforming-higher-education-in-pakistan/
https://dailytimes.com.pk/245170/reforming-higher-education-in-pakistan/
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16. For example, https://www.timeshighereducation.com/blog/world-insight-future-
higher-education-south-asia

17. For example, https://www.thehindu.com/todays-paper/tp-national/tp-tamilnadu/
quality-of-higher-education-a-key-issue/article25304970.ece  (India); http://
www.asianage.com/india/all-india/0302 18/engineering-overhyped-quality-takes-a-
beating.html (India); and https://en.prothomalo.com/bangladesh/news/183312/
Serve-people-with-dedication (Bangladesh).

18. Sampled students were tested in math and physics at the start and middle of
college as well as CS or EE major-specific skills at the end of college. Students
also took higher-order thinking skills tests (including critical thinking, quanti-
tative literacy, relational reasoning, and creativity) at the start, middle, and end
of college.

19. Students in these majors comprise roughly 25-30% of STEM enrollments
(Loyalka et al. 2018a).

20. Several of the tests (computer science, critical thinking, and quantitative liter-
acy) were developed by Educational Testing Service (ETS).

21. Béteille et al. 2019

22. However, the university implements several small development projects with
government funding.

23. Béteille et al. 2019

24. Dundar et al. 2017 and Usman 2014

25. Total expenditure on tertiary education as a percentage total government expen-
diture steadily increased in Afghanistan, Bangladesh, and India, although it has
decreased slightly in Pakistan (UIS 2018).

26. https://www.thedailystar.net/opinion/society/salvaging-our-higher-education-
1561396

27. See, for example, (a) https://www.timeshighereducation.com/news/private-uni
versities-damage-education-quality-says-president-india (India) and (b) https:/
www.sharnoffsglobalviews.com/private-education-afghanistan-376/ (Afghanistan).

28. This may be attractive, for example, for private engineering colleges in India,
where the supply of seats in non-elite, private colleges has outstripped demand,
and therefore colleges have to compete for a limited number of potential
students.
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