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CHAPTER-IV

ANALYSIS AND INTERPRETATION

1) Meaning of - Analysis and Interpretation :

Financial Statement Analysis

Financial statement analysis is the process of identifying the
financial strength and weakness of the firm by properly establishing
relationship between the items of the balance sheet and the income and
expenditure account. This is done essentially through the tools of analysis
such as comparative statements, ratio analysis, percentages etc. It is
the financial analyst who has to grasp the significance of related figures
and form an opinion as to whether the ratio calculated indicates a
favourable or adverse state of affairs, Therefore, financial analysis
comprises breaking the statements by a process of the rearranging

re-grouping and the calculation of ratios.

2) Interpretation of Financial Statements :

To interpret a financial statement means to put the meaning

of a statement into simple terms for the benefit of a person.

be
Therefore, it can/said that interpretation is the mental process

of understanding the terins of such statements and forming opinions or
drawing inferences about the financial health, profitability, efficiency

and such other aspects of an institution.
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University Finance has two facts : the availability of resources

and the utilisation of available resources. In this Chapter we have
analysed varfous sources of University income and also the items of

expenditure and their relative importance in the University budgets,

3) Pattern and Sources of Income :

In this section we analyse the various sources of funds and

their relative importance in the University budgets.

The important sources of income of the universities and

colleges are grants and fees. Government grants are by for the most
important sources of University finance. The Central Universities and
Institutions of National importance receive both maintenance and
development grants from Central Government directly or through the
U.G.C. The Central Government also provides grants to the State Univer-
sities, But in the case of the latter, the grants are provided mainly
for development purposess; and also for specific purposes from time to
time, Central Government also gives to the State Universities grants
forsome specific maintenance items such as sharing in salary of teaching
staff, (Since the introduction of salary payment scheme the Government
of Maharashtra has discontinued payment or grant on salary and other
expenditure on deficit basis to Shivaji University, The Government of
Maharashtra now pays only the grant on salary of the staff approved
under salary payment scheme and non-salary grants is not being paid
regularly for the expenditure other than salaries. The Government expects
that the University should manage 1{ts regular expenditure within its

resources only,) The State Governments and local bodies provide block
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mainatenance grants to meet the recurring expenditure to the Universities

established under the Act of State Legislatures, The State Government
also provide developmentalgrants to the State Universities either fully
or on matching basis, Mostly, developmental grants by the State
Governments to the State Universities are not provided on a terin-by-
term basis, There grants are provided in lumpsum of the plan period,
after assessing the financial needs of the developmental plans of the

University and after taking into account the share of U,G.C.

Fees constitutes the second important source of income for

the universities. The University charges tution fees, examination fees,

fees for affiliation of colleges etc.

Among other sources of income are : buildings, land and other

property; publications, auxieliary services, donations, endowments and

other miscellaneous items,

Table 1 presents the sourcewise contribution to direct income

of University from 1986-87 to 1991-92, The direct income to which
the data in Table 1 refers is nothing but the total income of the univer-
sities excluding the income coming from various sources for direction,
inspection, buildings, hostels, equipments -and other appliances (non-

recurring) and other items of similar nature,

Figure in Table 1 show that Government grant constitute the

single most important source of University Finance., Government
contributed as much as 46,72% to 53.44% of the total direct income
or the University. So we can say that relative importance of Government

grants in University finance is very much, It contributes around
}\
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of the total direct income of the University, The Government grants

accounted for 50,59% of the total direct income in the year 1986-87
which fell to 49.24% in the year 1987-88 and again increased to 53.44%
in the year 1988-89, For the year 1989-90 it was 46,72% and for

1990-91 it was 50.31% and for the year 1991-92 49,14%.

In ebsolute amount the Government grants increased from

Rs, 2,05,57,316,62 to Rs. 3,90,68,239,31 between 1986-87 to 1991-92,

Fees, second important source of income to the University

contributed to 40.87% (examination and other fees 31.89% and fees from
academic department and PGTC 8.98%) in 1986-87, It increased to 44.75%
(examination and other fees 41,72% and fees from academic and PGTC
department 3,03%) in 1989-90 again it started declining and in 1991-92
it was 42,03% (examination and other fees 39,06% and fees from
academic and PGTC department 2,97%) so we may say that fees

constitutes around 40% of the total direct income of University.

The contribution to the direct income of universities and

colleges from other sources never exceeded 10,61% of the total direct

income during the entire period between 1986-87 to 1991-92,

'ARR. BALASAREB ¢ [ARCTYRT LG

amivaJi JNIVERSTY, KoLsarel
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1) When we compare non-plan recurring receipts with the non-
plan recurring payments we can see that the receipts for all these years

are more than the payments,

But in case of non-recurring items the case is reverse i.e.

payments for all these years are more than the receipts in this account

except for the year 1989-90 where receipts are more than paywents.

Plan-I taken together receipts for all years are more than

payments.

As we see there is a surplus on the non-plan account for all

these years. This is mainly because of examination fees, tution and

other receipts.
2) Plan-lI

Under 2nd plan receipts are decreasing each year i.e. in
1987-88, they were 7.58% and since than it has started termbling down
and in 1991-92 they are 1.88% of the total receipts, This is mainly
because of the U,G.C. rule. In ther recent past particularly during 6th
and 7th plans the State concurrence for U,G.C. plan programmes and
commitment for accepting subsequent liability, were released very belatedly
and reluctantly consequent upon lots of permission by the concerned
Vice-Chancellors, Registrars and similar demands expressed by the
University teachers organizations. This experience led to a critical change

in the submission of University plans to U.G.C.
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Secondly it is to be noted that plan commitments of the U,G.C.
are restricted only to a period of 5 years beyond which the entire liability
is to be shouldered by the State Government and in respect of 8th plen
U.G.C. has approved the schemes but State Government has not yet
implemented the action because of what they call now a lack of financial

concurrence of State Government,

But in case payment side for the first three years % of 2nd

plan to total payments was in increasing trend there after it has fallen

down considerably and in 1991-92 it was just 0.84% of total paymnents,

3) Plan Il - Agency Schemes

Under agency schemes University receives specific grants from

various agency. The only important thing to be practised by the managers
of University finances regarding this part of the University finance, is
to ensure that sanctioned amounts are regularly received and utilised

properly.

On receipt side of agency scheme we can see that each year

the % of thus plan to total receipts goes on decreasing accept for the

year 1990-91,

On payment side we see that the trend is also decreasing

except for the year 1989-90,

4) Plan-IV - Debt accounts

This part of the University deals with the advances received

and advances made from the University funds, Inefficiency in this section
will cause the University a significant loss in terms of interest recelvable

or a burden of interest payable,
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On receipt side of this account we see that Debt head forms

9.03% of total receipts for the year1987-88 since than it went on
increasing except for the year 1990-91 where it decreased to 10,47,

For the year 1991-92 it is 47,18% of total receipts.

On payment side we see that the trend is decreasing and

it has increased sigificantly in 1991-92 f.e. to 48,13% of total payments,

When we compare receipts and payments on this account we

can see that in general payments are more than the receipt for each

year except for the year 1989-90 where the case is reverse,

Salary payment :

As we go through the annual accounts of Shivaji University

we find salary payment under Plan I, Plan II, Plan IV etc.

Salary payment made under Plan 1 is from University fund

for which no grant is received by University so on receipt side we don't

find any amount under salary payment head.

Salary payment under Plan Il is a grant received in recurrig

form from University and payment is made from this grant. This is

expenditure made on staff salaries,

Salary payment under Plan IV is a grant received from

Government of Maharashtra and payment is made from this grant and
salary payment account is closed by balancing the amount so we find
opening and closing balance under this account we find payments are

more than the receipts in general.
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V) Other Additional Accounts :

Other additional accounts are balanced by opening and closing

balance so we find some figures on both receipts and payment sides.
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Yearwise Percentage of Different Heads of Operating expenses
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From table 3 we can say that operating expenses to total
income ratio is very high f.e. it fluctuates between 86,15% and 98.67%

of the total income., There is no increasing or decreasing trend as such,

Establishment expenses to total income ratio fluctuates between
26,93% and 32,27%. This ratio is high in comparision to other ratio ad

it forms major part each year,

Examination expenses to total income ratio fluctuates between
14.,49% and 17,61%,

Expeses of academic department and research ratio forms

2nd important part of operating ratio, It fluctuates between 23,70% and

27,25%,

Common services and general charges fluctuates between

6.98% and 10.15%,

University Auxilliary Services and Works Department 7.62%
and 9.62%,

Students Welfare and other expenses fluctuates between 1.88%
and 2,53%.

So we can see here that all expenses are fluctuating in a

same range i.e. their ratio to operating expenses are near about same
for each year., One more important thing we can observe here is ratio
of students welfare and other expenses to total income is very low it

fluctuates between 1.,88% and 2.53%.
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When we see operating expenses per student for different
years one thing we can see that the operating cost per student is in
increasing trend except for the year 1990 where it has actually decreased,
(Here number of students are approximate). But as we have seen earlier
actual students welfare and other expehses forms very megre part of

total expenditure,
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Funds Flow Statement for the year ending 31-3-1988

Current Asset

Debt Head and Advance

Agency and Other Agency
Scheme

Provident Fund Loans
Cash and Bank Balance
Other Agency P, |

Current Liabilities

Agency Schemes and other
Agency Schemes

Debt Heads
Other Agecy P.l

Current Assets

Current Liabllities
Decrease in Working Capital

1987 1988
69,59,171.35 84,50,494.19
18,33,637.03 17,16,372.50

4,86,175,00 8,04,173.00
35,14,334,69 26,56,239,04

650.00 -
1,27,93,968,07 1,36,27,278.73
47,24,904,87 75,31,109,93
39,93,767.55 42,11,768.91
2,157.69
87,20,830,11 1,17,42,878.84
40,73,137,96 18,84,399,89
21,88,738,08

Statement showing sources and Applications for the ycar ending 31-3-1988

Sources Applications
Increase in fund 69,89,444,26 Increase in 58,48,582,95
investment '
Depreciation Fund 8,12,861,38
Increase in 46,83,207.56
Increase in surplus 2,22,748,80 Fixed Asset
Decrease in W. cap. 21,88,738,07 Increase in 9,58,851.93

Providend Fund

Increase in Provident 12,76,849,93

Fund

1,14,90,642.44 1,14,90,642,.44
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Funds flow statement for the year ending 31-3-1989

Current Assets 1988 1989
Debt Heads 84,50,494.19 1,36,50,863,25
Agency and Other Agecy Schemes 17,16,372,50 26,99,457.79
Provident Fund Loans 8,04,173.00 7,29,831.00
Cash and Bank Balance 26,56,239,04 29,73,848,96

1,36,27,278,73 2,00,54,001,00

Current Liabilities

Agency Schemes and

Other Agency Schemes 75,31,109,93 90,65,751,38
Debt Heads 42,11,768.91 28,44,439,33
1,17,42,878.84 1,19,10,190,71

Current Assets

Current Liabilities 18,84,399,89 81,43,810.29
Increase in Working Capital 62,59,410,40

Statement showing sources and Applications of Funds for the
year ending 31-3-1989

Sources Applications
Increase in Fund 68,77,297.20  Increase in Fixed Assets 82,76,300,29
Increase in 20,10,232,94 Increase in Investments 3,16,508,18
depreciation fund

Increase in Working 62,59,410.40

Surplus for the year 60.39,030,73  capital
Increase in 5,700,41 Increase in Provident 80,042.4]
Provident Fund Fund Investments
deposits

1,49,32,261,28 1,48,32,261.28
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Funds Flow statement for the year ending 31-3-1990

Current Assets 1989 1990

Debt Heads 1,36,50,863.25 1,09,05,862,21

Agency Schemes 26,99,457.79 44,96,018,01

Provident Fund Loans 7,29,831.00 5,15,682.00

Closing Balance 29,73,848,96 25,59,822,74
ZBMJ&) 1,84,77,384,96

Current Liabilities

Agency Schemes 90,65,751,38 89,23,901.13

Debt Heads 28,44,439,33 50,63,1. ..54
1,19,10,190,71 1,39,87,051.67

Current Assets

Current Liabilities 81,43,810,29 44,90,333.29

Decrease in Working Capital 36,53,477.00

Statement showing sources and Applications of Fund for the
year ending 31-3-1990

NEESSNEREAEEENR

Sources’ Applications
Increase in Funds 2,99,22,027.36 Increase in Fixed 1,44,57,305.04
Assets
Increase in 27,54,040.60 " ) 15.81.743.90
depreciation fund Acrease in U
Invest:nents
Decrease in 36,53,477,00 Increase in Provident 25,52,072.47
working capital Fund ivestment
Increase in 23,37,923.47 Decrease in Surplus 2,00,76,347.02
Provident Fund
deposits
3,86,67,468,43 3,86,67,468,43



Funds Flow

Current Assets

Debt Heads

Agency Schemes

Provident Fudd Loans

Closing Balance

Current Liabilities

Agency Scheme

Debt Heads

Current Assets

Current Liabilities

Increase in Working Capital

statement
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for the year ending 31-3-1991

1990

1,09,05,862.21
44,96,018.01
5,15,682,00
25,59,822.74

1,84,77,384,96

89,23,901.13
50,63,150,54

AT O G5 W S Sy o0 5

1,39,87,051.67

44,90,333.29

66,30,040,74

1991
1,91,48,470,68
59,11,444,18
11,35,340.47
38,82,625,55

3,00,77,880.88

1,10,20,963,96
79,36,542.89

1,89,57,506,85

1,11,20,374.03

Statement showing sources and Applications of the Fund

Sources

Increase in Funds

Increase in depre-

ciation Fund

Increase in
provident fund
deposits

for the year ending 31-3-1987

1,63,45,000,00
32,95,500,06

21,86,325.11

2,18,26,825.17

ERZICERESRERS

Applications

Increase in Fixed Assets
Increase in investments

Increase in Provident
Fund investments

Increase in Working

Capital

Decrease in surplus

[ 4

54,45,618,04
81,30,467.54
15,66,666.64

6,30,040,74

54,032,21

2,18,26,825.17
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Funds Flow statement for the year ending 31-3-1992

Working Capital = Current Asset - Current Liabilities

Current Assets

Debt Heads

Agency Schemes
Provident Fund Loan
Closing Balance

Other Current Asset

Current Liabilities

Agency Scheme

Debt Heads

Current Assets

Current Liabilities

Increase in Working Capital

1991
1,91,48,470,68
59,11,444.18
11,35,340.47
38,52,625.55
30,000.00

- i 1 0 60 G

3,00,77,880,88

1,10,20,963.96
79,36,542,89

1,89,57,506.85

1,11,20,374.03

6,82,014.17

1992
2,22,92,048.49
16,77,133.05
9,51,519.86
15,93,495,72

2,65,14,197.12

68,75,197.81
78,36,611.11

1,47,11,808,92

1,18,02,388.20

Statement showing Sources and Application of Funds

for the year ending 31-3-1992

Sources

Increase in
Depreciation Fund

21,89,280,45

licrcase in Fund  1,11,35,000,00

Increase in
Provident Fund
Deposit

24,96,755,00

0 A B S

1,58,21,035.45

Applications

Increase in Fixed

Assets

Increase in Investments

Increase in Provident
Fund Investments

Increasing Working Capital

Decrease in Surplus

98,11,687.58

26,45,838,13
26,80,575.61

6,82,014,17
919.96

1,58,21,035,45

ERIRENSTTRISEE
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Current Ratio :

Current ratio may be defined as the relationship between

current assets and current liabilities, This ratio, also known as working
capital ratio, is a measure of general liquidity and is most widely used
to make the analysis of a short-terin financial position or liquidity of
an institution (firm). It is calculated by dividing the total of current assets
by total of the current liabilities. Thus,

Current Asset
Current liabilities

Current ratio =

Debt Head and Advance + Agecy and Other Agency + Provident Fund
Loans + Cash and Bank Balance + Other Agency P.l

Provident Fund Deposits + Agency Scheme and Other + Agency Schemes
+ Debt Heads + Other Agency P.l

1987 1,27,93,968,07

1,47 : 1

1989 1,36,27,278,73
1,17,42,878,84

1.16 : 1

1988 2,00,54,001.00
1,19,10,190,71

1.68 : 1

1990 1,84,77,384,96
1,39,87,051,67

1,32 : 1

1991 3,00,77,880,88
1,89,57,506.85

1.59 : 1
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1992 2,65,14,197.12
1,47,11,808,92

1.80 : 1

Interpretation :

A relatively high current ratio is an indication that the firin's

financial position Is sound and has the ability to pay its current obligations
- in time, On the other hand, a relatively low current ratio represents that
the liquidity position of the firin is not good and the firm shall not be
able to pay its current liabilities in time without facing difficulties. An
increase in the current ratio represents improvement in the liquidity
position of a firm while a decrease in the current ratio indicates position
of a firm while a decrease in the current ratio indicates that there has
been a deterioration in the liquidity position of th. firm., As a convention,
the minimum of 'two to one ratio' (2:1) is referred to as a banker's rule

of thumb or arbitrary standard of liquidity for a firm,

As we see above ratios we find that for all these years the

ratio is below satisfactory i.e. below 2:1 standard, So short-term solvancy

position is not satisfactory.

Solvancy Ratio or the Ratio of
Total Liabilities to Total Assets :

This ratio is a small variant of equity ratio and can be simply

calculated as 100 equity ratio., This ratio indicates there relationship
between the total liabilities to outsiders to total assets of a firm and

can be calculated as follows :
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1989

1990

Total liabilities to outsiders
Total Assets

Solvency Ratio =

Provident Fund Deposits + Agency +
Debt Heads + Other Agency P.}

Total Assets
89,67,068,30 + 47,24,904,87 + 39,93,767,55 + 2,157,69

8,40,13,129,78

1,76,87,898,41
8,40,13,129,78

0.21 : 1

. 21%
1,02,49,618.64 + 90,65,751,38 + 28,44,439,33
11,14,36,656,03

2,21,59,809,35
11,14,36,656.03

0.20 : 1

= 20%

1,02,43,918,23 + 75,31,100,93 + 42,11,768,91
9,63,37,082,88

2,19,86,797,07
9,63,37,082,88

0,23 : 1

23%

1,25,87,542,11 + 89,23,901.13 + 50,63,150.54

12,84,51,161,40

2,65,74,593.78
12,84,51,161,40

0.2 : 1
21%

78
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1991 1,47,73,867.22 + 1,10,20,963,96 + 79,36,542.89
15,51,94,409,54

3,37,31,374,07
15,51,94,408.54

0.22 : 1

229%
1992 1,72,70,62,22 + 68,75,197.81 + 78,36,611,11
16,67,68,527.10

3,19,82,431,14
16,67,68,827.10

0.19 : 1
199

Generally, lower the ratio of total liabilities to total assets

more satisfactory or stable is the long-terni salvancy position of an
institution, Here as we see from the above calculations. The ratio of
total liabilities to outsiders to total assets is fluctuating between 19°%

to 23% which is satisfactory.

1) Debt-Equity Ratio :

Debt-Equity Ratio also kown as External-Internal Equity Ratio
is calculated to measure the relative claims outsiders against the firxn'é
assets. This ratio indicates the relationship between the external equities
or the outsiders funds and the internal equities or (the shareholders funds).

Thus,



1987

1988

1989

80

Outsiders’ Funds
Debt-Equity Ratio = gparenoiders' Funds

Debt to Equity Ratio = External Equities
' Internal Equities

Provident Fund Deposits + Agency Scheme and Other
- Agency + Debt Heads + Other Agency P,l

Funds + Depreciation Fund + Surplus

89,67,068.30 + 47,24,904.87 + 39,93,767.556
4,07,11,231.18 + 1,17,42,218,81 + 2,157,69 + 18,32,298.94

176,85,740,72
5,42,87,906.62

0,33 : 1

1,02,43,918,23 +- 75,31,109,93 + 42,11,768,91
4,77,00,675.44 + 1,25,55,080,19 + 2,22,748,80

2,19,86,797,07
6,04,78,504.43

036 : 1

1,02,49,618,64 + 90,65,757.38 + 28,44,439,.33
5,45,77,972,64 + 1,45,65,313,13 + 60,39,030,73

2,81,98,840,08

6,64,88,169.35
0.42 : |

1,25,87,542.11 + 89,23,901:13 + 50,63,150,54
8,45,00,000,00 + 1,73,19,353,73 + 57,213.89

2,65,74,593.78

10,18,76,567,50
0,26 1 1 '
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1,47,73:867,22 + 1:10,20,863.96 +-79,36,542.89
10,08,45,000.00 » 2;06,14,853.79 + 3,181.68

3,37,31,374.07
12,14,63,035.30

0,28 : 1

1892 1,72.70,622,22 + 68,75,197.81 » 78,36,611:11
11,19,80,000.00 + 2,28,04,134,24 + 2,261.72

3,19,82,431,14
13,47,86,395,90

0.24 : 1

The debt equity ratio is calculated to measure the extent to
which debt 'ﬁnancing has been in a business, The ratio indicates the
proportionate claims of owners and the outsiders against the firms asset,
However, the ower's wants to do the business with the maximum of out-
sider's funds in order to take lessor. risk, on their investment and increase
their earnings by paying a lower fixed rate of interest to outsiders. The
outsiders (or creditors) on the other hand want that shareholders should
invest and risk their share of proportionate investments. Therefore, inter-
pretation of this ratio depends primarily upon the financial policy of the
firm and u.pon the firm's nature of business. A ratio of 1:1 may be,
usually, considered to be a satisfactory ratio although there cannot be

any 'rule of thumb' or standard norm for all types of business.

As University is not a profit making institution interpretation

of this ratio will be totally different here owners equity means what ever
University receives as donations, interest and in the form of grants from
U.G.C. and Government plus surplus for the year. While external equities

include provident fund deposits, debt heads and agncy schemes.
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Here, as we see the ratio is below 0,50 each year i.e. it is
much less than the satisfactory level. But at the same time we ca say
that it is not much dependent on External Equity. So there is no much

problem of repayment of the debt,

Role of ‘U.G.C. in financing University :

The University Grants Commission (U.G.C,) was established
in 1956, The basic objectives of the UGC are the promotion, co-ordination
and maintenance of standards of University education and research in

the country.

Organisation of the UGC :

With amendments to the 1956 U.G.C. Act in 1970 and 1972

the University Grants Commission consists of 12 members in all, including
@ Chairman and Vice-Chairman, They are appointed by the Central
Government which is a great discritionary power of the Ministry of
Education and the Government machinery, Normally what the Ministry
of Education recommends is accepted by the Government. The Chairman
and the Vice-Chairman are not officers of the Central Government or
any State Government, Theré are two ofﬂéers of the Central Government
to represet them and normally they are the Education Secretary and the
Finance Secretary. The advatage in having the Finance Secretary is the
availability of expert advice on financial matters on the budget proposals
of the UGC., The Education Secretary has to be there to avoid confronta-
tion with the may fresh problem and to smoothen the correspondence

between the Ministry of Education and the U.G.C.

YARR. BALASAREB : . ARUFYAR LIRRARY y
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By Government rules the normal tenure for the office of the
Chairman is five years subject to an age limit of 65 years and of Vice-
Chairman three years, but is renewable for another term. A person who
has held office as any other member is eligible. For further appointment

as Chairman, Vice-Chairman,

The Ministry of Education has powers conferred by Section
25 of the U.G.C, Act to make a rule to provide for different matters

of administration and execution of business in the U.G.C. The terms
and conditions of service of members, age of retirement, disqualifications
and salary provision, are regulated by these rules, In the same way there
are rules for recruitment of the staff of the U,G.C. provided by the
notification of Government of India. Regulations made by the U.G.C. for
conduct of their business have to be approved by the Government of India
and there are rules and procedures about the budget, annual report and

accounts of the U.G.C. approved by the Government,

Out of the ten members of the Commission, not less than

four are chosen from among the persons who are at the time of selection
teachers of the Universities. The remaining six are from : (1) the field
of Agriclture, Commerce, Forestry and Industry, (2) Enghieering, Legal,
Medical or any other learned profession, (3) Education and or Vice-
Chancellors of Universities or Educationists of repute or have obtained

higher academic distinction, (4) Technology, (5) Scientific Research and

(6) Engineering and Industry,
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The Commission is assisted by a secretariat with one Secretary,

one Additional Secretary, two Jolnt_ Secretaries, Deputy Secretaries and
and other totalling to about 30 officers for scrutiny and executive work,
This is supported by about 270 other secretarial staff and a few class

IV employees,

State Government and the U.G.C, :

The Sapru Committee (1964) recommended that the University

Grants Commission Act should be so amended as to make it obligatory
on the part of a State Government to consult the Commission before
setting up a new University., They also felt ®“that this change cannot be
effected if education is not made concurrent subject.” In actual practice
over the last ten years conventions seems to have been established and
that State Governments consult the U.G.C. before setting up a University
and the other convention, still to be established, is when a billis being
placed before the State Legislature. However, the amended Act of 1972

now gives this power to the U.G.C.

The Working of the U.G.C, :

The administrative and executive work in the U.,G,C. can be

compared with the work in the Education Ministry. The Ministry of
Education answers questions on behalf of the U.G.C. Its various committee
have enjoyed, so far, confidence among the Universities but gradually
on account of financial difficulties -and the powers of the State
Governments to legislate, the universities are increasingly dependent on
the State Governments and U.G.C. has not assisted them in sorting out

.U -‘N I
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their problems. No research cell for research and development is organised

and studies are done through panels of committees and a good deal of
work is done by the U.G.C. officers of such committee. But there is
no plan of studies or continuity in research work. The Ministry of Education
has a statistical wing for collecting all India educational statistics but
those relating to universities and colleges are collected by the U.G.C.
also, There is, thus, duplication and often confusion. The U,G.C. has
got a useful and scholarly library used by officers and scholars from the
Universities but since there is no plan of studies the use of the library

for research is unguided and unmotivated.

Objectives :

The main objectives of U.G.C. are promotion, co-ordination

and maintenance of standards of University education and res:arch,

a) A detailed plan taking due care of regional needs.

b) Alternative economicways of achieving the targets set in
the plan,

c) Resources requirement for the above targeted programmes.

d) Giving guidance for (i) implementation of programmes,
(ii) effective utllisation of the allocated resources,

e) Finally a review of this plan from time to time in the

light of changes.

The overall objective before the U.G.C., as stated above is

to take such steps as it may consider dezirable for the promotion and

co-ordination of University education and for the determination and
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and maintenance of standards of teaching, examination and research in

universities,

In pursuance of this objective, the Commission acquired

the following functions and authority.

a)
b)

c)

d)

e)

f)

to inquire into the financial needs of universities.

to allocate and disburse, out of the funds of the Commission
grants for maintenance and development or for any other
general or specified purpose to the universities established
under a Central Act.

to allocate and disburse, out of the funds of the Commission
such grants to other universities as it may deem necessary
for the development or for the maintenance or both, of
any specified activities of such universities,

to allocate and disburse, out of the funds of the Commission
such grants to institutions deemed to. be universities as
it may deem necessary, for one or more of the following

purpose,

i) for maintenance in special cases.

if) for development.

fii) for any other general or specified purpose.
to recommend to or advise any University on measures
and actions necessary for the improvement of University
education,
to advise the Central Government or any State Government

on the allocation of grants to the Universities for any
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general or specified purpose out of the consolidated fund

of India or the consolidated fund of the State, respectively.

In addition to its financial role, the Commission advises the

appropriate authorities on matters relating to the establishment of a new
University or expansion of an existing one. It also seems to compile
and disburse such information on higher education in India and abroad
as deemed appropriate for the development of University education in

the country.

In brief, the U.G.C. acts as a grant allocating authority; as

an advisory body in matters requiring proper co-ordination and understanding
among U.G.C., the State Government and the Universities, and as a

custodian of information relating to the various facts of higher education.

For a proper assessment of the role of the U.G.C.,, however

it is necessary to understand the constitutional position in India on the
subject of education. According to the constitutional position in India
on the subjectof education. According to the constitution of India,
education is mainly a 'state' subject, wherein center's responsibility is
only technical education and overall co-ordination and maintenance of
standards of higher education. The U.G.C. derives its functional power
from the Central Government and disburses mainly developmental grants
to the state, universities for 'maintenance of standard of higher education.'
The State Governments, which contribute the major part of the finance

of the State Universities, exercise greater influence on their affairs.
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Allocation of U.G,C.- Grants;
Criteria- and-Procedure :

The U.G.C. allocates and disburses grants under two broad

categories; plan and non-plan. There is a further classification of the
grants; those given for development expenditure, and special grants given
for a specified purpose. These grants are given to the University Depart-

ments and also to the constitutent and affiliated colleges.

The grants under the non-plan expenditure include : block grants

to the Central Universities and the iastitutions deemed to be universities;
maintenance grants to the constituent and affiliated colleges and other
grants for maintenance purposes to the Central Universities which are
not covered under the block grants. Under the plan expenditure fall,
these grants to the Central and State Universities and their constituent
and affiliated colleges which are meant for developmental purposes. The
grants for developmental expenditure accord priority to the growth and
development of higher education in the fields of humanities, science and

engineering and technology.

While analysing the resource allocation by the U.G.C,, one

has to see how it has interpreted the term ‘development'. Does it mean
an expansion or multiplication of certain existing facilities; or a provision
of more of everything - equipment, classrooms, departments, teachers,
administrative staff, buildings, books, research facilities and what not
to some or more universities with the assumption that the ‘larger input
would automatically result into an improved and enlarged output', or to

enginnering examination reforms, curriculum improvements, improvements
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in quality of teaching and research, etc, from above-top-down through

liberal financial favours; or to achieve so called 'peaks of excellence'
in a handful of universities through very liberal and special grants; or
finally, to make genuine efforts to identify and promote such innovations,
being carried out by some universities on their own initiative which offer
8 greater promise towards achieving the national goals of higher education

in our country.

Procedure and Criteria :

Allocation of funds is governed by certain administrative and

financial practices adopted by the U.G,C. The Planning Commission
allocates funds to the U.G.C.for a five year period out of the outlay
proposed for national development. In the beginning of each plan, the
U,G.C.estimates the aggregate requirements of resources for the plan
period based on information it receives from the universities on their
individual plans. These estimates are forwarded to the Planning Commission
The Planning Commission hold discussion with the Ministry of Education,
Government of India, and the U.G.C. before taking the final decision
in the matter., Based on the preliminary discussions, U.G.C. gives an
indication to the Universities about how much funds each of them could

expect to get. Eventually, the final figures are arrived at.

In practice, the entire amount allocated for a year is not

disbursed by the U.G,C. at once. This creates a kind of uncertainty with
regard to the final availability of the funds to the universities during
the plan period. Further, it becomes all the more doubtful whether
continuation of support for any programme beyond the five years, for

which initial grants were offered, would continue.
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For estimating the Universitywise resources requirements the

U.G.C. sends visiting team consisting of professors from some universities
and other eminent academics to them. The team stays in the Unlversity
for 2 to 3 days and visits various departments, Post-graduate centers
and leading affiliated colleges, The same team visits the other Universities
in the state and then meets the Chief Minister and the Education Minister
alongwith the Vice-Chancellor, The team submits its report to the
Commision which accepts it in principle. But, if necessary, the Commission,
based on its policy and financial resources, may amend the report here

and there,

The Commission gives grants for various schemes on 'the sharing

principle' which requires that the remaining part of the total expenditure
will be contributed by the concerned University or the State Government
in which the institution is located. The Commission in some cases may
make cent-percent grants, too, Normally, the proportion of the grants

given by the U.G.C. varies from 33,33% to 100%.,
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