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Abstract 

Education is widely recognized as a critical investment 

in human capital, contributing directly to economic 

growth, productivity enhancement, and social 

development. India’s National Education Policy (NEP) 

2020 represents a comprehensive reform aimed at 

achieving universal access, equity, and quality in 

education. This paper examines NEP 2020 from the 

perspective of human capital theory, focusing on how 

universal access to education can strengthen India’s 

human capital base. The study adopts a descriptive and 

analytical methodology based on secondary data from 

government reports, policy documents, and existing 

literature. It analyses the role of access, equity, skill 

development, and institutional reforms in shaping 

human capital outcomes. The paper also highlights key 

challenges such as financing constraints, regional 

disparities, and the digital divide that may affect 

effective implementation. The study concludes that 

while NEP 2020 has strong potential to enhance human 

capital formation, sustained public investment and 

efficient policy execution are essential for realizing 

long-term economic benefits. 

Keywords: Human Capital, NEP 2020, Universal 
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Introduction 

Education plays a central role in the process of 

economic development by enhancing the productive 

capacities of individuals. In development economics, 

education is viewed not merely as a social service but as 

an investment in human capital that yields returns in the 

form of higher productivity, increased earnings, and 

accelerated economic growth. Countries that have 

invested consistently in education have been able to 

achieve higher levels of industrialization, technological 

advancement, and social mobility. 

In India, despite significant progress in expanding 

educational access since independence, challenges such 

as dropouts, regional inequalities, quality deficits, and 

skill mismatches persist. Recognizing these issues, the 

Government of India introduced the National Education 

Policy (NEP) 2020 to overhaul the existing education 

system. One of the core objectives of NEP 2020 is to 

ensure universal access to education from early 

childhood to higher education. 

This paper analyses NEP 2020 through the lens of 

human capital formation. It seeks to understand how 

universal access, equity-oriented measures, and skill-

based education reforms under the policy can contribute 

to India’s long-term economic growth and development. 

 

Objectives of the Study 

The specific objectives of the study are: 

1. To examine the concept of human capital 

formation in the context of education. 

2. To analyse the provisions of NEP 2020 related 

to universal access to education. 

3. To evaluate the role of equity and inclusion in 

strengthening human capital formation. 

4. To assess the potential economic impact of NEP 

2020 on productivity and growth. 

5. To identify challenges in implementing NEP 

2020 from an economic perspective. 

Methodology 

The study is based on secondary data collected from: 

• Government reports and policy documents 

related to NEP 2020 

• Publications of the Ministry of Education 

• Economic surveys and reports 

• Research articles, books, and journals on 

education economics and human capital theory 

The methodology is descriptive and analytical, focusing 

on interpreting policy provisions using economic 

theories and empirical findings from existing literature. 

Conceptual Framework: Human Capital 

Theory 

The concept of human capital was formally developed 

by economists such as Theodore Schultz and Gary 

Becker. According to human capital theory, investments 
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in education, health, and training increase the productive 

abilities of individuals, leading to higher output and 

income. 

Education enhances human capital in the following 

ways: 

• Improves skills and knowledge 

• Increases labour productivity 

• Facilitates technological adoption 

• Promotes innovation and economic 

diversification 

From a macroeconomic perspective, a well-educated 

workforce contributes to sustained economic growth. 

NEP 2020 aligns closely with this framework by 

emphasizing access, quality, and relevance of education 

to economic needs. 

 

Universal Access to Education under 

NEP 2020 

Universal access is a cornerstone of NEP 2020. The 

policy aims to ensure that every individual has the 

opportunity to acquire education regardless of socio-

economic background. 

Key Initiatives: 

• Universalization of Early Childhood Care and 

Education (ECCE) 

• Achieving 100% Gross Enrolment Ratio (GER) 

in school education by 2030 

• Reducing dropout rates at secondary and higher 

education levels 

• Expanding higher education institutions in 

underserved regions 

Economic Significance: 

Universal access increases the overall stock of human 

capital by bringing more individuals into the education 

system. This reduces dependency ratios, enhances 

workforce participation, and strengthens the foundation 

for inclusive economic growth. 

 

Equity, Inclusion, and Human Capital 

Formation 

NEP 2020 places strong emphasis on equity and 

inclusion, particularly for Socio-Economically 

Disadvantaged Groups (SEDGs) such as women, rural 

populations, SCs, STs, minorities, and persons with 

disabilities. 

Measures for Inclusion: 

• Gender Inclusion Fund 

• Scholarships and financial assistance 

• Regional balancing through institutional 

expansion 

Economic Perspective: 

Educational inequality leads to inefficient utilization of 

human resources. Inclusive education promotes: 

• Intergenerational mobility 

• Poverty reduction 

• Balanced regional development 

By reducing disparities, NEP 2020 aims to ensure that 

human capital formation is broad-based and 

economically efficient. 

 

Skill Development, Employability, and 

Productivity 

Table 1: Gross Enrolment Ratio (GER) in India  

Level of 

Education 

2014–15 

(%) 

2019–20 

(%) 

NEP 2020 

Target 

Primary 98.9 99.7 Universal 

Upper 

Primary 
91.2 92.8 Universal 

Secondary 80.0 77.8 100% by 2030 

Higher 

Education 
24.5 27.1 50% by 2035 

Source: Ministry of Education, AISHE Reports 

The data indicate that while primary education has 

nearly achieved universal access, significant gaps 

remain at the secondary and higher education levels. 

NEP 2020 aims to address these gaps through 

institutional expansion and flexible learning pathways. 

 

A major shift under NEP 2020 is the integration of 

vocational education and skill development at various 

stages of education. 

Key Features: 

• Vocational exposure from school level 

• Multidisciplinary and flexible curricula 

• Focus on critical thinking and problem-solving 

skills 

Impact on Human Capital: 

Skill-oriented education enhances both general and 

specific human capital. This improves employability, 

raises productivity levels, and reduces structural 

unemployment. From an economic standpoint, this 

alignment of education with labour market needs is 

essential for maximizing returns on educational 

investment. 
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Challenges in Human Capital Formation 

under NEP 2020 

Table 2: Public Expenditure on Education in India 

(% of GDP) 

Year 

Education 

Expenditure 

(% of GDP) 

2010–11 3.9 

2015–16 3.8 

2019–20 4.3 

NEP 2020 

Recommendation 
6.0 

Source: Economic Survey of India 

Despite policy commitments, public expenditure on 

education has remained below the recommended 6% of 

GDP. This underinvestment poses a major constraint on 

the effective implementation of NEP 2020 and limits the 

potential returns from human capital formation. 

 

Despite its comprehensive framework, NEP 2020 faces 

several challenges: 

• Insufficient public expenditure on education 

(target of 6% of GDP yet to be achieved) 

• Regional and infrastructural disparities 

• Digital divide affecting access and quality of 

learning 

• Shortage of trained teachers and institutional 

capacity 

These constraints may limit the effectiveness of the 

policy in achieving desired human capital outcomes. 

 

Policy Implications 

Table 3: Literacy Trends in India (1951–2011) 

Census Year Literacy Rate (%) 

1951 18.3 

1981 43.6 

2001 64.8 

2011 74.0 

Source: Census of India 

The steady rise in literacy rates reflects the long-term 

impact of educational expansion on human capital 

formation. However, disparities across gender and 

regions continue to exist, highlighting the need for 

inclusive strategies under NEP 2020. 

 

To strengthen human capital formation under NEP 2020, 

the following measures are suggested: 

• Increased and sustained public investment in 

education 

• Strengthening teacher training and institutional 

capacity 

• Bridging the digital divide through 

infrastructure development 

• Linking education reforms with labour market 

and industrial policies 

Conclusion 

NEP 2020 represents a significant step toward 

transforming India’s education system with a strong 

focus on universal access, equity, and skill development. 

From the perspective of human capital theory, the policy 

has the potential to enhance productivity, promote 

inclusive growth, and support long-term economic 

development. However, effective implementation, 

adequate financing, and institutional coordination 

remain critical to realizing these benefits. A sustained 

commitment to education as an economic investment 

will determine the success of NEP 2020 in strengthening 

India’s human capital base. 
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