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Abstract:  
The purpose of this paper is to review the existing literature on the role of education in 
poverty alleviation, the poor’s access to education, and inter-generational poverty 
alleviation through education. Poverty alleviation is an important issue in developing 
countries, including India. The concept of poverty has been extended far beyond income 
poverty. Poverty is, nevertheless, still largely understood in monetary terms in the 
existing empirical examinations of the relationship between education and poverty. In 
the existing literature, it is largely found that the role of education in poverty alleviation 
should be understood in a specific context and time. At the same time, the quality and 
quantity of education a child can receive are also likely to affect a wide range of 
opportunities in the course of their life, and, worse still, such disparities reinforce the 
socio-economic status quo for future generations. When it comes to educating children, 
poverty associated with other disadvantages, such as caste, religion, gender and so on, 
as well as the schools in the community and surrounding communities, affects poor 
children’s schooling and retention. A hierarchical division of school, reflecting the 
socio-economic status of the family has intensifies over the years in India. In this regard, 
children in poor households may have difficulties in getting out of poverty. 
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1. Introduction 
Poverty alleviation is hardly a new theme in strategies for development and the existing 
literature on development. It has, nevertheless, re-emerged to dominate the international 
development agendas of international organizations and northern governments since the 
1990s (Lipton and Maxwell, 1992). One Millennium Development Goal, endorsed by 
world leaders at the United Nations Millennium Summit in 2000, was to reduce by half, 
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between 1990 and 2015, the proportion of people with incomes less than one dollar a 
day and those suffering from hunger. In India, 41.6% of the population fell below the 
poverty line, living on less than 1.25 US dollars a day in 2004-05 (World Bank, 2011). It 
has been pointed out that poverty reduction has slowed down in recent years (Dhamija 
and Bhide, 2010; Deaton, 2003; Sundram and Tendulkar, 2003a; Sen and Himanshu, 
2004a; 2004b). As accelerated economic growth has benefited people disproportionately, 
poverty alleviation is still a very important issue in India. 
 
Education is regarded as a means of escaping from poverty (Becker, 1993). Education, 
primary education in particular, is increasingly perceived as playing a pivotal role in 
poverty alleviation (Jimenez, 1995; Lipton and Ravallion, 1995). Human capital theory, 
more specifically the rates of return on education, is used as the theoretical foundation 
for emphasizing the importance of primary and girls’ schooling in developing countries. 
This theory assumes that education can both enhance an individual’s productivity - and 
thus improve their earnings - and contribute to the economic growth of the country as a 
whole (Shultz, 1963; Becker, 1993). The higher priority given to women’s education in 
developing countries is based on empirical studies showing that the rates of return on 
female education are often higher than for male education (Psacharopoulos, 1994; 
Psacharopoulos and Patrinos, 2002) 1 . Moreover, educating women supposedly leads to 
lowering the birth rate and improving the education, nutrition and health of children, 
and can possibly break the vicious circle of poverty (Colclough, 1993; Lewin, 1993; 
Lipton and Ravallion, 1995; Watkins, 2000; World Bank, 1995). 
 
At the same time, access to better quality education for children in poor households is 
relatively more limited than for those in non-poor households. Moreover, much 
education research shows that deprivation in terms of education is caused not merely by 
poverty but also by related factors such as international, national, community, school, 
household and individual factors (Rose and Dyer, 2008). In India, it is generally the case 
that poverty, which is associated with other disadvantages, such as gender, caste, 
religion, and location, limits educational opportunities. Evidence suggests a high 
association between parents’ and children’s levels of education in developing countries 
(for example, Strauss and Thomas, 1995) implies that getting out of poverty through 

                                                  
1 In recent years, the higher priority given to women’s education has also been based on 
a basic human rights approach, for instance, universal primary education by 2015, a 
Millennium Development Goal. Focusing on primary education can be interpreted as an 
interest in the common features of the right-based and human-capital-based approaches. 
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education is not easy for poorer households where parental educational level tends to be 
lower than that of non-poor households, particularly in a situation where the overall 
level of education is slowly improving in developing countries. 
 
The purpose of this paper is to review the existing literature on the role of education in 
poverty alleviation, the poor’s access to education, and inter-generational poverty 
alleviation through education. The structure of the paper is as follows. The second 
section will discuss the concepts and definitions of multi-faceted poverty. The third 
section will focus on education-poverty linkages, including human capital theory. The 
fourth section will outline various issues regarding poor people’s access to education. 
The fifth section will summarize the main findings and conclude. 
 
2. Conceptualization of Poverty 
2.1. Income/Expenditure Poverty 
In this approach, the cut-off poverty line is based on income or expenditure, and those 
who fall below the poverty line are regarded as being poor. The poverty line serves as 
the threshold of deprivation, and the “poor” are often considered as a target group in 
poverty alleviation policies.  
 
In India, the poverty line has been constructed on the basis of what Ravallion (1998) 
terms the food-energy intake method 2 , i.e. per capita monthly consumption expenditure. 
This amounted to 49.09 and 56.64 rupees at 1973/74 prices in the rural and urban areas 
respectively, as obtained by National Sample Surveys, and was equivalent to a basket of 
food and non-food items that meet a calorific intake per capita per day of 2,100 kcal and 
2,400 kcal in the rural and urban areas respectively. This is adjusted for price changes 
using specified consumer price indices in the rural and urban areas in each state. 
 
There have been several types of criticism leveled at the methodology of this estimation 
of poverty. These refer to outdated consumption patterns in goods and services, the 
methodology of price adjustment, and so forth (for example, Deaton, 2006). In 2011, the 
government accepted the recommendation of an expert committee, which revised the 
                                                  
2 Ravallion (1998) illustrated two widely used poverty line construction methods: the 
food-energy intake method and the cost-of-basic-needs method. In the former method, 
the poverty line is constructed by calculating the monetary value of pre-determined food 
energy requirements. In the latter method, the poverty line is based on a bundle of basic 
consumption needs that need to be met in order to attain a widely accepted minimum 
standard of living. 
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method for estimating the expenditure of the poor, particularly in rural areas by 
renewing the poverty line basket and price indices. According to the new estimates 
(Government of India 2009), the proportion of the population below the poverty line 
(head count ratio of poverty) in 2004-05 turned out to be 41.8% in rural areas, which is 
significantly higher than the estimation by the previous method (28.3%).  
 
A slight modification of the basket and price adjustment led to a different identification 
of the poor. This implies that the monetary poor, like other concepts of poverty, cannot 
be free from numerous arbitrary and subjective judgments in conceptualization and 
measurement, including political considerations, although these judgments are often 
invisible and far from transparent. 
 
2.2. Multi-faceted Poverty 
2.2.1. Non-monetary poverty 
The approach to poverty is dominated by monetary poverty, probably because it is 
methodologically developed and advanced. However, it is increasingly recognized that 
monetary poverty reflects just one aspect of the multifaceted nature of deprivation. The 
current understanding of poverty extends far beyond the conventional approach based 
on the deprivation of income/expenditure (for example, Sen 1981; 1985; Haq, 1995; 
Stewart et al. 2007; World Bank, 2001).   
 
The concept of a Basic Needs Approach, among one of the non-income approaches, 
emerged in the late 1960s, and was later adopted in development aid strategies for 
developing countries by international organizations such as the International Labour 
Organization and the World Bank in the mid-1970s. The characteristics of this approach 
encompass non-material needs, which include self-determination, self-reliance, political 
freedom, security, participation in decision-making and identity (Streeten, 1979). In 
practice, however, this approach was translated to provide specific target groups with 
specific priority needs, such as for basic services and infrastructure, including education, 
health, nutrition, safety, water and sanitation, shelter, waste management, roads, and 
light. The poor in this approach are largely passive in the sense that these “basic needs” 
are often not defined by the poor themselves. 
 
The concept of poverty is explored from perspectives of anthropological methodology, 
which offer some insights into the conceptualization of poverty. It is increasingly 
recognized that the self-perception of poverty by the poor themselves is different in 
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terms of nature, size, insight, causes, and so on from poverty line approaches, through 
participatory observation (Jodha, 1988; Chambers, 1997, Narayan et al, 2000a; 2000b, 
Narayan and Petesch, 2002). Chambers (1997) argued that poverty, in general, tends to 
be understood in a “universal, reductionist, standard, static controlled way, while many 
poor people’s realities are local, complex, diverse, dynamic and unpredictable” 
(Chambers, 1997, pp. 162-163). Jodha (1988), based on longitudinal village surveys in 
Rajasthan, India, points out that what villagers chose as their own criteria for poverty 
were different from per capita income, and, interestingly, those who were worse off in 
terms of income were actually better off in terms of their own criteria. The 
generalization of poverty in this approach is limited; however, it can enhance our 
understanding of poverty in a locally-dynamic and context-specific way. 
 
Amartya Sen laid greater emphasis on “understanding poverty and deprivation in terms 
of the lives people can actually lead and the freedoms they do actually have” (Sen, 1999 
p. 92). The capability approach he pioneered underlines the importance of what people 
are able to be and do. This approach does not completely deny income poverty, since 
income is often required as a means to achieve capability. However, the concept of 
capability only partially overlaps with income poverty, if indeed it does at all. Sen 
himself did not list what he meant by capability. However, those who specify a set of 
capabilities tend to identify similar items to those in the basic needs approach, when it 
comes to operating the concept of capability (Saith, 2007). 

 
2.2.2. Subjective Well-being 
The poverty described above contains more or less arbitrary and subjective judgments 
by the outsider. In contrast, subjective well-being or happiness, both of which are 
largely used interchangeably in the existing literature, has been assessed by own 
including the poor, dealt with mainly in psychological research. In psychology, 
subjective well-being contains “a broad category of phenomena that includes people’s 
cognitive and affective evaluation of the events that occur in their lives, and the 
evaluation of life satisfaction and satisfaction with important domains” (Diener et al., 
1999, p. 277).  
 
Subjective well-being is a relatively new and emerging area of research in the social 
sciences, particularly in developing countries. In social sciences, self-reporting life 
satisfaction or happiness, a single component in this broad category of psychology, is 
often analyzed, mainly due to data availability. 
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It has been reported that there is a weak association between national wealth and 
subjective well-being. Bjornskov et al. (2008) found in their empirical analysis on 
cross-country data that variables which had significantly affected satisfaction in the 
existing literature, such as national income, welfare state characteristics, unemployment 
rates and higher education do not determine satisfaction. This indicates that satisfaction 
or happiness in developing countries is not necessarily low. Diener and Selgman (2004) 
argued that economic indicators play important roles in the early stage of economic 
development, where basic needs still have to be met. However, as society becomes 
wealthier, factors related to social relationships or enjoyment at work rather than 
monetary wealth tend to be important. 
 
Income in developing countries has an effect on subjective well-being, but it is only one 
determinant among many. Kingdon and Knight (2006) assessed income and subjective 
satisfaction with life in South African households. They found that income positively 
correlates with subjective well-being, but it is not exclusively associated with it. The 
result is consistent with findings in Bangladesh where factors other than income 
contribute to subjective well-being (Camfield et al., 2009).  
 
It has been pointed out, mainly from the literature in developed countries, that relative 
incomes play an important role in subjective well-being (for example, Van Praag and 
Ferre-i-Carbonell, 2004). More specifically, relative deprivation has a negative effect 
(for example, Frey and Stutzer, 2002). This negative effect of relative deprivation is also 
found in developing countries (Graham and Felton, 2006 for Latin American countries). 
At the same time, the evidence in the existing literature on the relationship between 
relative income and subjective well-being among poor households in developing 
countries is inconclusive. On the one hand, relative income has not emerged as an 
important determinant of subjective well-being among the poor, but it is among the 
non-poor (Kingdon and Knight, 2007; Ravallion and Lokshin, 2010). On the other hand, 
Fafchamps and Shilpi (2008) found relative assessment has a negative effect on 
subjective well-being in terms of consumption and basic services, even among poor 
households where a market-oriented lifestyle is not entirely present.  
 
2.3. Summary 
Poverty studies, including some using the concepts listed above, have increasingly 
advanced in their acknowledgement of the multi-dimensional nature of deprivation,. 
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Laderchi et al. (2003) compared and contrasted different definitions of poverty and 
found that they are very distinct from each other. This raises a serious concern that 
poverty alleviation policy and programs lead to a targeting of specific people and 
exclude others. For this reason, in recent years, a mixed methodology using, for 
example, both qualitative and quantitative approaches, is recommended when analyzing 
poverty (Davis and Baluch, 2011; Hulme and Toye, 2006; Kanbur and Shaffer, 2007; 
Pradhan and Ravallion, 2000).  
 
A lack of education is increasingly regarded as part of poverty or deprivation. For 
example, a lack of education is often one form of deprivation in the basic needs 
approach, the participatory approach and the capability approach. UNESCO (2010) 
defined those who have below four years of education as educationally poor, since at 
least four years of education are required to acquire basic literacy and numeracy skills, 
and those who have fewer than two years of education are considered extremely 
education poor. Poverty is, nevertheless, still largely understood in monetary terms in 
existing empirical examinations of the relationship between education and poverty 
(Hulme and McKay, 2005).  
  
3. Getting Out of Poverty through Education 
 
The voluminous literature on the nexus of education and poverty can be classified into 
two arguments, based on the direction of their causality. One argument is that education 
positively influences poverty alleviation and tends to be simpler and more 
straightforwardly presented than is the case in the poverty-education literature. The 
other argument is that poverty, or low incomes, adversely affects the quality and 
quantity of education at the macro, country, level (UN Millennium Project, 2005), the 
meso, regional and school levels (Michaelowa, 2001; Watkins, 2000) and the micro, 
household, level (Harper et al. 2003; Watkins, 2000). The first argument, dominated by 
economists, demonstrates how education can contribute to income poverty alleviation, 
and is partly reflected in the methods economists adopt to show how 
education-related-input variables can transform poverty-related-output variables. The 
second debate, dominated by educationalists, suggests that the poverty and education 
nexus is complex. This is partly attributable to the difficulty in distinguishing the effects 
of poverty on education from the effects of education on poverty. Moreover, much 
education research shows that deprivation in terms of education is caused not merely by 
poverty but also by related factors such as international, national, community, school, 
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household and individual factors (Rose and Dyer, 2008). Nevertheless, both poverty as a 
reason for lack of access to education and education as a means of poverty alleviation 
causalities are opposite sides of the same coin.  
 
It has been pointed out that the poor, are more likely to be illiterate, therefore education 
seems to play a role in upward mobility. It is also the case in India, however, if the poor 
are initially moderately poor (Bhide and Mehta, 2004). Furthermore, in rural areas, 
education provision for farm household heads increased their income much less than 
that of non-farm educated household heads (Gaiha and Deolalikar, 1993). These studies 
imply that education can reduce income poverty in specific circumstances to a certain 
degree. Some studies argue that transient poverty is widespread in rural India, i.e. some 
households move around the poverty line (Gaiha and Imai, 2003; Jayaraman and 
Lanjouw, 1999 for review; Walker and Ryan, 1990). Gaiha and Imai (2003) found that 
there is little difference in the probability of sliding into poverty between household 
heads with more than five years of education and those who have been educated for less 
than five years. Unfortunately, it is still not clear from these studies what level or type of 
education is likely to play a role in helping people to escape from income poverty (or to 
avoid sliding into income poverty) and non-monerary poverty. Quantitative data can 
identify poor (households) and their characteristics, but cannot clearly explain why 
some remain poor, others move out of poverty, and, in such cases, what role education 
plays. 
 
Since poverty has a significant impact on an individual’s deprivation throughout life, it 
can be transmitted to the next generation. Education, as a means of poverty alleviation, 
might have a lot of potential in breaking the vicious cycle of intergenerational poverty. 
Evidence suggests that parental education plays an important role in children’s 
education (for example, Strauss and Thomas, 1995). While the evidence on the effect of 
parental education, particularly mother’s education, on children is not supported by 
some empirical studies in developed countries (Behrman and Rosenzweig, 2002; Black 
et al., 2005; Plug, 2004), the evidence from developing countries shows that parental, 
particularly mother’s education, affects children’s education (Behrman et al., 1999; 
Kabeer and Mahmud, 2009). A high association between parent and child levels of 
education in developing countries implies that getting out of poverty through education 
is not easy for poorer households, particularly when the overall level of education is 
slowly improving. It is, therefore, important to understand how education is presumed 
to help reduce poverty.  
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Although education might have a direct or indirect effect on health, fertility, and 
citizenship, among other things, this section is confined to a discussion on income 
effects, with a particular focus on human capital theory. 
 
3.1. Human Capital Theory 
Human capital theory is generally traced back to William Petty in the seventeenth 
century. Petty was followed by Adam Smith’s classical work “Inquiry into the Nature of 
Causes of the Wealth of Nations” in the eighteenth century and denotes a worker’s skill 
as the fundamental source of economic progress and welfare (Rosen, 1998). However, 
this theory did not have an impact on mainstream economics of education until the 
1960s and the work of two Nobel Prize winners, Theodore Schultz and Gary Becker. 
The first’s view of education as human capital considered the relationship between 
education and economic growth as well as education and individual earnings (Shultz, 
1963). The second developed the theoretical framework by including rates of return on 
investment in education (Becker, 1993). Since the 1980s, endogenous economic growth 
theory has shed light on human capital in the process of technological change. Rapid 
economic growth in the East Asian economies is also perceived to be attributable to 
human capital having been accumulated by the beginning of that economic growth 
(World Bank, 1993). 
 
At the macro level, the investment in education in a country as a whole will contribute 
to economic growth (Barro, 1991; Romer, 1990; Petrakis and Stamakis, 2002). Some 
academics illustrate the positive effects of education expenditure on economic growth 
(Poot, 2000; Skylwester, 2000), and McMahon (1999) shows previous estimates of 
monetary and non-monetary returns on education to have been underestimated. Pritchett 
(2001), on the other hand, argues that there is no association between rising educational 
attainment in the labour force and the rate of growth of output per worker. He proposes 
alternative reasons: firstly, a negative institutional and governance environment lowers 
economic growth despite the accumulation of education; secondly, the marginal returns 
on education fall rapidly as the supply of an educated labor force expands while demand 
remains stagnant; and thirdly, low quality education does not create any human capital. 
This suggests that human capital needs to be understood in a broader context, including 
its social, economic and institutional circumstances, the labor market, and the quality of 
education. 
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At the micro level, human capital theory says that the educated receive higher lifetime 
earnings than the less- or un-educated, since the theory assumes that education increases 
worker productivity. For example, education makes a difference to farm productivity 
(Lockheed et al., 1980a; 1980b). As physical capital can be analyzed in terms of costs 
and benefits, human capital and education, in particular, are similarly calculated as 
private (individual) and social (society as a whole) rates of return on investment, most 
often by using an earnings function regression methodology named after Mincer 
(Mincer, 1974). This is generally based on years of schooling, years of labor market 
experience, and earnings. 
 
3.2. Findings on the Rate of Return on Education 
The existing research on rates of return on education can be summarized as follows 
(Psacharopoulos, 1994; Psacharopoulos and Patrinos, 2002): 1) the rates of return on 
education fall with the level of economic development, i.e. developing countries are 
more likely to record higher rates of return due to a scarcity of more highly educated 
workers; 2) private returns are higher than social returns; 3) in general, women in the 
labour market show a higher rate of return than men; 4) the private rates of return on 
primary education are higher than on secondary and tertiary education; and 5) the rate of 
return on general education tends to be higher than on vocational education. 
 
Colclough et al. (2010) reviewed the empirical evidence of a pattern of return on 
education, suggesting that the rate of return on primary education in recent years may 
not be lower than that on the post-primary level of education. In fact, these conventional 
patterns of returns on education are not evident in previous studies in India. For 
example, the private rate of return on primary education is lower than that on secondary 
education (Banerjee and Knight, 1985; Kijima, 2006; Kingdon, 1998; Santhapparaj, 
1996; Tilak, 2007; Unni, 1995). Rates of return on primary education are sometimes 
even negative (Kingdon, 1998; Santhapparaj, 1996), and rates of return for females are 
lower than for males (Duraisamy, 1988; Kingdon; 1996; Malathy, 1989). Furthermore, 
research shows that the lower levels of schooling do not raise wages (Kingdon and Unni, 
2001), while secondary and technical diploma/certificate education are more financially 
rewarding only in terms of waged employment (Duraisamy, 2002).  
 
These studies imply that the rate of return on additional years of schooling may level off 
for many years and only perhaps increase for higher education compared to the general 
rates of return on schooling in the conventional pattern above. This shows that there are 
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low gains from the early years of schooling and larger gains from subsequent education 
at higher levels. The studies in India have also shown that the aggregation of 
cross-country studies needs to be closely examined in each country, and now even 
conventional studies (for example, Psacharopoulos 1994) are assumed to have 
methodological problems (Bennell, 1996), which might be why the previous studies in 
India contradicted conventional patterns. 
 
The well-known original research of Lockheed et al (1980a; 1980b) is often cited as 
showing robust linkages between human capital and agricultural productivity, where 
they say that four years of education make a difference to farm productivity in a modern 
environment (King et al., 2005, emphasis by author). This enabling environment in 
terms of cultural, economic, political, social, etc. conditions is necessary for enabling 
human capital theory to work. Elsewhere, Appleton (2000) shows that the estimated 
effect of education on agricultural productivity is often large but generally statistically 
insignificant in Africa and some other developing countries. In India, Rosenzweig 
(1995) empirically examined rates of return on primary schooling in different regions of 
India during the Green Revolution, pointing out that returns on education increased in 
the regions where new high yield variety (HYV) seeds were used, while they did not 
change in the agricultural areas where the new HYV seeds were unsuitable. Dutta 
(2006) argued that the evidence that the returns on education are significantly higher 
and increase over time for regular wage workers in comparison to casual wage workers, 
and the widening of the wage gap between tertiary and primary education, can be 
attributed to the economic reforms during the 1990s. It seems that it is necessary for 
there to be economic opportunities that give educated workers the opportunity to take 
advantage of their education and skills. Therefore, it is indeed difficult to generalize the 
rates of return on education in developing countries using only a limited number of 
variables and without considering the broader context. Unfortunately, research largely 
neglects to take account of education (or formal schooling in a narrow sense) in society 
as whole and changing economic circumstances when applying human capital theory to 
policy-making in developing countries. 
 
3.3. Critiques and Shortcomings of Human Capital Theory 
Human capital theory is not uncontroversial. There is the danger of adopting the human 
capital approach without acknowledging its weaknesses and limitations. A number of 
problems, deficiencies and inadequacies have been pointed out both by economists and 
educationalists. 
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First, there are methodological problems in calculating the rates of return on education, 
such as age, relevance and the quality of the data, sample bias and unconsidered 
variables - the omission of family background, the quality of schooling, etc. (for 
example, Bennell, 1996; Lauglo, 1996; Samoff, 1996). In response to various criticisms 
of the human capital approach, refining the model by considering more socio-economic 
input and output variables as well as better quality data collection are commonly 
recognized as major ongoing challenges in the economics of education research. 
 
Second, there is the question of assumptions (Fine and Rose, 2001). The labour market 
in developing countries is imperfect because it often discriminates against the poor and 
women. Other assumptions that might be difficult to prove are the linkages between 
education and productivity as well as between output and earnings. Human capital 
theory assumes that educated or trained personnel increase productivity and therefore 
earnings. However, productivity has rarely been examined, except for studies of 
agricultural workers, and earnings are, in practice, often used as a proxy for productivity 
and sometimes for occupations as well. 
 
Third, screening theory shows that education yields useful information for identifying 
individuals with higher productivity. Here, education serves as a signal for employers 
(Spence, 1973). This theory highlights the asymmetry between information from 
employers and employees. The strong version of screening theory hypothesizes an 
identification of highly productive individuals throughout their entire working life. 
Human capital theorists claim that the educated in general earn more than the 
uneducated throughout their entire careers (Psacharopoulos, 1979). Dore (1976), 
however, argues that earning structures are often embedded in institutional settings, 
irrespective of productivity. A weak version of screening theory that assumes employers 
use educational qualifications as a proxy for other characteristics has not been rejected. 
Educational outcomes in the labour market might not be as straightforward as human 
capital theory suggests. 
 
Fourth, there is the issue of context. Some of the tracer studies concerned with the 
linkages between education, employment and income from Africa suggest that 
education per se might not always be an advantage for gaining waged employment, 
though education generally increases the earnings of those employed (Al-Samarrai and 
Bennel, 2003; Bennel et al. 2006; Wagner et al., 1989). Dore (1976) identified ten 
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mechanisms for links between education and earnings, in which education is not always 
necessary. This implies that education and labour market outcomes are not simply 
associated, and education has to be located within an institutional and broader context, 
including the labour market. Shavit et al. (1998) argue that the rate of return calculation 
depends upon a number of contextual factors, such as the institutional structure of the 
national education system, and that many of these factors cannot easily be incorporated 
into empirical studies. Bowles and Gintis (1995, p.52) are seriously concerned that 
“conventional neoclassical human capital theory represents the transformation of inputs 
into outputs as a process governed not by social relationships but by the laws of physics 
and chemistry”. Fine and Rose (2001) point out that the economic and social relations 
surrounding schooling cannot be caught, even by refining models by adding more input 
and output variables, as each variable is connected to another and they are mutually 
determinant variables. After all, education is not isolated from society, and it needs to be 
understood as part of overall society.  
 
Lastly, not only the years of schooling, but also the quality of education matters in terms 
of learning and labour market outcomes. If just sending children to school generates 
human capital, how it is generated is highly questionable. In fact, even some rates of 
return studies show that returns on education in general are lower when school quality is 
taken into consideration (Behrman and Birdsall, 1983). Furthermore, human capital 
theory implicitly assumes that income/expenditure poverty alleviation by means of 
acquiring education leads to social inclusion. This is often regarded as one of the 
dimensions of poverty beyond income/expenditure-based definitions. As will be 
discussed in Section 4, schooling can play a strong role in reinforcing existing 
hierarchical and socio-economic relations, i.e. schooling structurally perpetuates the 
exclusion of certain groups in society. Schooling can have different meanings in 
different places at different times. Even one year of education has a different meaning in 
a different context (Breton, 2004). Thus, schooling which is socially, economically and 
historically constructed, should be understood as highly context specific (Fine and Rose, 
2001). 
 
3.4. Human Capital Theory beyond Regular Wage Earners 
Human capital theory mainly examines waged labourers in developing countries, due to 
data availability. However, waged labourers in the formal sector generally account for a 
small proportion of the total labour force in developing countries. Only a few attempts 
have been made to examine the rates of return on education for informal sector workers 

44 
 



in developing countries, and these have achieved mixed results. Hence, the applicability 
of human capital theory to informal sector workers is still inconclusive (Lewin, 1993). 
For example, some studies have found that there is a positive correlation between 
education and income even in the informal sector in Honduras, Guatemala and El 
Salvador, and that rates of return on female education in the informal sector are higher 
than for males in Thailand (Watkins, 2000). Tueros (1995), on the other hand, 
summarises several findings in the informal sector in developing countries showing that 
human capital accounts for lower informal sector worker earnings and the impact of 
training on informal activities remains minimal. Taubman and Wacheter (1986) argue 
from the perspective of segmented labor market theory that human capital is largely 
irrelevant or less relevant to individual wages in the secondary sector, which offers low 
payment with few benefits, training or promotional opportunities, has poor working 
conditions and is a sector where workers frequently quit their jobs or are discharged. 
 
Apart from the dichotomy of the informal/formal sectors in the labor market, there is a 
lack of research into differences in employment status other than those for regular 
waged workers. Glewwe (2002) suggests that future research should not only exclude 
government workers, whose wages are less likely to reflect differences in productivity 
and market prices than those of private sector workers, but should also include the 
self-employed, as the majority of workers in developing countries are not formal sector 
wage earners. In India, self-employed and casual labourers make up a significant 
proportion of the labour force. There is a need to examine the relationship between 
education and poverty among self-employed and casual workers. 
 
Furthermore, women and men seem to differ in terms of education and labor market 
outcomes. For example, women’s education tends to have a U-shaped relationship to 
waged work participation in India, since women are sometimes educated or trained for 
better marriages rather than for better employment opportunities (Harriss-White, 2003). 
Conventional calculations often mainly consider regular, highly educated waged women 
workers. However, the less educated are more likely to work in typically easily 
available activities in the informal sector without any better alternatives. This is 
attributable to their limited mobility due to their household responsibilities, including 
child rearing and sometimes cultural norms about commuting alone over long distances. 
Gender differences between the lower socio-economic segment of labourers need to be 
investigated. 
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Human capital theory focuses on education and labour market outcomes, which can be 
one of the main routes to income poverty alleviation. This linkage, however, needs to be 
understood in the Indian context. In India, since the 1980s, economic growth has 
accelerated, while the growth in employment has been sluggish and the share of regular 
wage workers has declined. A large majority of the workforce is engaged in the informal 
sector, which possibly further heightened the tension between education and labor 
market outcomes. Educational opportunities and access to decent employment are still 
relatively limited for the poor. Worse still, informal sector workers or the working poor 
are less likely to have access to vocational training than formal sector workers (Tuenos, 
1995). Locating education and poverty within an economic and social context will 
suggest how far human capital, according to the segmented market theory that human 
capital is largely irrelevant or less relevant to individual wages in the informal sector, 
can be applied to the poor, and will highlight the problems in poor people’s access to 
education. 
 
4. Poor People’s Access to Education 
The role of education in monetary poverty was discussed in the previous section. To 
break the cycle of poverty, how then can the poor have access to schools?  
 
Before reviewing the literature on the linkages of poverty to education, it is noted that 
schooling, paradoxically, can also play a strong role in reinforcing existing hierarchical 
and socio-economic relations, i.e. schooling structurally perpetuates the exclusion of 
certain groups in society. Freire (1970) argued that schooling can be regarded as 
maintaining social control. It is also pointed out that schooling can serve to educate 
children to become workers who accept inequality and vertical power relations, and 
who enter the labor market smoothly, rather than promote equal opportunities and 
personal development (Bowles and Gintis, 1976). The status quo of gender relations 
could be reinforced by school settings through textbooks, the curriculum, classrooms 
and teachers (Stromquist, 1998). In India, discrimination against lower castes is 
ingrained in the consciousness of teachers and students, reflecting pedagogical 
exchanges in schools (Bhargava, 2003). Nevertheless, it is still important for the poor to 
be educated as, besides its intrinsic value, education has instrumental value, too, in that 
it enhances the quality of life, it also helps people to earn more, improves their health, 
and raises a person’s awareness of their rights for themselves and the next generations. 
 
Evidence suggests that poorer people are more likely to be excluded from schooling (for 
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example, UNESCO 2005). The theory predicts that school enrolment increases when 
the net benefits of education outweigh its costs. It is suggested that poverty or low 
incomes adversely affect the quantity and quality of education one can receive (Drèze 
and Kingdon, 2001; Govinda 2011). The direct and opportunity costs of education 
disproportionately burden children in lower-income households (Tilak, 2009). 
According to the UNICEF survey of urban areas in seven Indian states, the monthly 
household expenditure on primary education per child as a proportion of per capita 
monthly consumption expenditure is remarkably high, ranging between 11 to 21 percent 
(Mehrotra, 2006). It is widely acknowledged that education is not free, even at 
government schools. Even if the tuition fee is free or negligible, and other incentives to 
come to school, such as free uniforms and text books, are given to students, other 
expenditures, including stationery, notebooks, travel, lodging, and meals, are borne by 
the students’ households.  
 
In India’s case, access to education is closely related not only to the monetary poor but 
also to other forms of disadvantage stemming from gender, caste, religion, ethnicity, and 
region, among other characteristics that limit educational opportunities (Govinda, 2011; 
Jha and Jingran, 2005; Kingdon, 2007; Rustagi, 2009). The effects of disadvantages in 
terms of caste and religion are negligible in the broader context of whether, for instance, 
wealth, land distribution or the caste composition of the place where they live are more 
favorable to the poor (Borooah and Iyer, 2005; Husain, 2005). It is noted that education 
policies or programs generally aim to include children from these cross-cutting 
disadvantages, while monetary poverty in terms of access to education is often not 
clearly addressed.  
 
Children from poor households may be withdrawn from schooling at the time of shocks, 
such as a natural calamity, or when funds need to be used on medical expenditure for 
household members who have taken ill. Evidence suggests that children’s schooling is 
negatively affected by a temporary reduction in household income in rural India (Jacoby 
and Skoufias, 1997). Maintaining household income levels may lead to negative 
outcomes for children’s schooling, because they receive less care, or because older 
children, particularly the girls, take on more responsibility for domestic chores and 
caretaking. Drop-out children often remain out of school (PROBE, 1999), which 
jeopardizes the chances of such children moving out of poverty. 
 
Poverty and child labor are mutually reinforcing. Children in poor households are more 
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likely to be sent to work than those in non-poor households. Child labor tends to reduce 
children’s education levels, hence the poverty cycle continues into the next generations. 
There are two contradictory views on the causality of child labor and education. On the 
one hand, the conventional argument is that children cannot go to school because of 
their work. On the other hand, it is argued that children drop out and then work (PROBE, 
1999; Banerji, 2000). Whichever is the true direction of causality, working during 
childhood has a longer term negative effect, a higher probability of leading to future 
poverty (Harper, et al., 2003). Hence, the question arises as to whether children in poor 
households should have access to school only when households can sustain a minimum 
standard of living, and if this is the case how it can be achieved. 
 
Schooling and environmental factors can also limit children’s educational opportunities. 
The lower quality of education, including physical infrastructure and teaching quality, 
partly due to financial and human constraints in the expansion of school facilities in 
developing countries, may discourage children from attending school. Even if schooling 
is continued, children in developing countries learn much less in school than they 
should according to their curriculum (Glewwe and Kremer, 2006, for review). A 
hierarchical division of schools, reflecting the socio-economic status of the family, has 
intensified over the years in India. Therefore the kind of school, often government 
schools or private schools that even children in poor households can afford to study in, 
is presumably unrecognized by the government, since it charges lower fees but does not 
meet quality standards in terms of facilities and teachers. It is often the case in India that 
government schools suffer from neglect because their students come from lower 
socio-economic strata and the schools themselves are provided with fewer resources in 
comparison with private schools 
 
There have been various policy initiatives in education to increase participation, 
including for those who are out of school. The law encourages community involvement 
in and monitoring of local schools 3 . This is supported by the literature that empowering 
the community to participate in the school through decentralized decision-making 
generally results in better access and retention for children (for example, Govinda and 
Bandyopadhyay, 2010). It is, however, not easy to get a community more involved in 
decision making. Evidence suggests that neither providing information for communities 
nor helping people from the community to gather information about education leads to 

                                                  
3 A provision for decentralization and community participation in education was 
encouraged in the 73rd and 74th amendments to the constitution in the early 1990s. 

48 
 



greater community involvement in the education system or improved children’s 
educational outcomes (Banerjee et al., 2010).  
 
In India, a lack of primary education, particularly in the Hindi-speaking northern states, 
used to be attributed to insufficient government commitment (Basu, 1995; Drèze and 
Sen, 1995), low budgets (Tan and Mingat, 1992; Drèze and Sen, 1995) and the general 
public’s weak monitoring of education and indifference to education, in general, and 
primary education, in particular, (Drèze and Gazedar, 1996), among other reasons 4 .  
 
“Education for All” in India has intensified since the 1990s, partly due to the World 
Conference on Education in 1990 and a large inflow of external aid, especially World 
Bank loans to primary education since the 1990s. The provision of basic education 
became an election issue in the late 1990s. Legal provisions, like the enactment of the 
Right of Children to Free and Compulsory Education Act, 2009, might also have 
boosted participation in education. In this provision, children aged 6 to 14 have the right 
to a free education 5 .  
 
Nevertheless, approximately 14% of children aged 6 to 14 are still out of school in 
2007-08 (Government of India, 2010). Apparently, education for all is still an unfinished 
task. At the same time, since the 1980s, it has become increasingly clear that the de 
facto privatization of education, reflected in the growing number of private schools, has 
become prominent in a large number of states, including the educationally backward 
states. 
 
The private providers of schooling in recent years have emerged as a new issue. Since 
the government might not have enough resources to achieve education for all, private 
schools might be a welcome step so that more children can go to school. Some studies 
indicate that fee-paying private schooling is prevalent even in low-income areas. Tooley 
and Dixon (2006) remark on the growing number of private schools in notified slum 
areas in Hyderabad, which serve to educate children from low-income families, 

                                                  
4 Until the constitutional amendment of 1976, each state government of India was in 
charge of primary education. Even today, each state has a different education system, 
including school age, upper and lower primary schooling years (although unified to 10 
years in the total education for all states), number of school days per year, examination 
system, etc. 
5 Free and compulsory basic education from 6 to 14 years of age as a fundamental right 
was added to the 86th amendment in Constitution of India in 2002. 
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although this research does not define low income. In fact, an educational study of slum 
areas in Delhi found that few families could bear the expense of sending children to 
school (Tsujita, 2011), and 10 to 20 percent of them had dropped out by the end of the 
academic year in private, unrecognized schools due to their inability to pay the fees 
(Aggarwal and Chugh, 2003). If private schooling is a poor family’s choice, we should 
learn under what circumstances children can be sent to school on a consistent basis. 
  
Learning opportunities through non-formal education provided by the government and 
NGOs are also increasingly available for poor and disadvantaged children. This 
provision gives educational opportunities and wider options to those who would not 
have other opportunities to learn. At the same time, this type of provision in schooling 
can exclude the poor from the mainstream of formal schooling and ultimately from 
employment opportunities. This adds to poor people’s difficulties when they try to get 
out of poverty. 
 
5. Conclusions 
Poverty alleviation is an important issue in developing countries, including India. The 
concept of poverty has recently been extended far beyond income poverty. Poverty is, 
nevertheless, still largely understood in monetary terms in the existing empirical 
examinations of the relationship between education and poverty. In the existing 
literature, it is largely found that the role of education in poverty alleviation should be 
understood in a specific context and time. At the same time, the quality and quantity of 
education a child can receive, therefore, are likely to affect a wide range of 
opportunities in the course of their life, and, worse still, such disparities reinforce the 
socio-economic status quo for future generations. When it comes to educating children, 
poverty associated with other disadvantages, such as caste, religion, gender and so on, 
as well as the schools in the community and surrounding communities, affects poor 
children’s schooling and retention. A hierarchical division of school, reflecting the 
socio-economic status of the family has intensifies over the years in India. In this regard, 
children in poor households may have difficulties in getting out of poverty. 
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