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INTRODUCTION

The purpose of the analysis reported in this paper is to
take a fresh look at cost and expenditure developments in OECD
countries during the last two decades, This time horizon includec:
an initial perjod of rapid expansion o:" the higher education
systems in most countries under consic-:ration, followed Ly a
period of relative slack in the growth of enrolments and expen-
diture, It is hoped that this boom=-to~recession cyclical
experience might provide a basis for the assessment of the
behaviour of higher education costs under changing external
conditions. Any gained experience regarding the past might be
used in policy discussions concerning the future on matters of
university costs and finance,

The paper is divided into six sections and an Appendix,
The text contains digested, summary empirical information, while
more detailed data are relegated to the Appendix.

The first section serves as an intrcduction to the issues,
concepts and data sources., Section II deals with macro evidence
on educational expenditure fror Naticnal Accounts” statistics,
irrespective of the level of e. .cation the expenditure refers to.
Section III focusses on higher education costs and expenditure
with particular emphasis on the factors accounting for their
variation over time., Section IV makes 2n attempt to further
di saggregation by focussing on the cost per student or per
graduate., Section V lorcks at the other s-de of the expenditure
coin, namely the way this expenditure is financed, The last
section attempts to draw some general conclusions from the
analysis,

A, A few major issues

Perhaps the major issue facing educational policy-makers
today is that of "rising costs". Say that, for whatever reason,
the Government in a given country wishes to open up access to
higher education, This willingness might never materialis. if
ex ante bhudgetary allocations to this level cf education ar:
feared to be orohibitive., Yet, the availability of more infor-
mation on the exact nature of "costs", their disaggregation by
type of institution the expansion of which is envisaged, the
behaviour of unit costs as enrolment rises and cost differences
by field of study, might lead to a more enlightened policy
decision,

The converse issue is also at stake, namely the preserva~
tion of academic standards and university quality in case of
falling enrolments. For example, it might be the case that as
a result of graduate unemployment onrolments fall for given
subjects of specialisation or for entire tertiary 1evael institu-
tions, How will this development affer~t the finance of higher
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education? If financial resources are reallocated away from

this sector during the period of slack, how does this affect

the employment of real resources (physical and human) by the
higher education system? 1Is it a matter of switch-on switch-off
mode like daylight-evening electricity load? Or does & temporary
slagk 2fflict a permanent scar on the vitality of the university
system?

Another major contemporary issue is the general tendency
towards a cut in overall public expenditure. How does this
affect the education sector as a whole and higher education in
particular? Is higher education the weak link in the education
sector in the sense that its higher unit cost makes it more
vulnerable to budgetary cuts? Or, perhaps, one could envisage
a reallocation of resources within the higher education sector
itseif (say, from longe. -towards shorter university cycles) thus
absorbing the financial shock without any visible adverse effects
on the number of entrants the sector can accomodate?

Related to the last issue is that of alternative sources
of funding. What is the potential of tapping private sources of
finance? If one removes, for the sake of the analysiz, the
political taboo of introducing "user charges" to higher educa-
tion, what would be the public finance implications? Would the
lessening of the financial burden on general taxation outweigh
issues of distribution and equity? Or, perhaps, would the intro-
duction of loans provide a middle-of-the-road solution to the
issue of initial finance of full user charges?

One development linked to cost and finance issues is the
(implicit or explicit) diminished emphasis in most advanced
industrial countries to manpower considerations towards the
satisfaction of social demand for uaiversity places. In such
cases the university funding formula is mechanically linked to
the number of students attending. Conversely, a fall of the
student numbers tends to produce mechanistic "cuts". To what
extent do these cuts put in danger the long term dynamism of
the higher education system? How does one maintain (if he wishes
to maiptain) the research capacity of an institution? How does
one set priorities between teaching and research and how are
these priorities affected by financial considerations?

Still another issue is the’ extent to which the higher
education sector can generate revenue by tzpping the increased
non~-market~activity time (rather than "leisure") of the adult
population and the demands of industry for research results.

Do these developments contradict the traditional academic role
of the university or they provide an expedient means for solving
temporary financial difficulties?

It is not claimed that this paper will answer the above
set of questions. However, knowledge of the "costs® involved
by -~ontesting the realities of the sixties and the seventies
provides a modest base in assessing where we are heading.




B. Iwo _methodological points

At the outset, two methodological procedures adopted in
this paper should be made clear.

First, the emphasis of the paper is on the cost side of
the educational cost=benefit calculus. Namely, no matter how
"high®" educational costs are, these costs might be justified if
the social benefits provided are even higher. Such benefits
could be the increased productivity of graduates, an improved
income distribution or employment prospects. Educational bene-
fit considerations are excluded from this paper where the empha-
sls i1s on an anatomy of costs. Thus, one might consider the
data provided here as part of a cost-effectiveness (rather than
cost-benefit) approach to educational evaluation, where the
benefits are axiomatically given. For ~xample, the policy of
the Ministry of Education might be to increase the number of
higher education entrants by 15 per cent relative to last year
for reasons of-satisfying social demand. The cost-effectiveness
question then becomes: 1in what types of institutions or subjects
shculd the new entrants be admitted as to minimise the cost?

The second methodological point is that the emphasis in
this paper is within-country time-series compariszns, rather
than cross-country comparisons. Most tables in ihis paper are
organised in the following form:

Year —

Country

The reason for the emphasis on horizcntal changes is to
avoid the usual cross-country definitlonal and qQther related
comparability problems. However, in a paper of this kind ver-
tical comparisons are unavoidable, These have been kept to a
minimum and the reader is reminded the many caveats associated
with comparing countries that differ in many respects other than
the statistic in question,

C. An omnibus of cost concepts

In the above presentation the terms "costs", "expenditure"
"budgetary allocations™ and the like have been used loosely and
interchangeably. Although for exposition purposes we shall
follow the same role in the rest of the paper, some strict con-
ceptual differentiations are in order at this point.

Accounting versus opportunity cost. The convention in educa-~
tional cost analysis Is that it 1Is entirely based on the book
value of direct expenses for teachers, lahoratories and equip~
ment., However, a major part of the true economic (or resource
cos” of education is the opportunity cost of students While they

are in school. This is especially important in the case of




Ligher education where the indirect costs, as measured bty the
students! foregone earnings, represent about 50 per cent of the
economic (i.e. not accounting) cost of education., Here is an
example why this distinction is important: 1In cases of wide-
spread unemployment of secondary school graduates (such as
presently in Western countries), higher education becomes effec-~
tively cheaper. Although on pragmatic reasons this paper focus-
ses on the book exmenditure on education (as it appears in
National Accounts statistics or state budgets) the reader should
be aware of the existence c: another major opportunity cost
component,

Private versus sccial cost. This is an often neglected distinc-
Tlon 1n educational costing. Although it is agreed that expan~
sion should be based on social cost considerations, the social
cost used in the calculations seldom (if ever) includes the
private cost component (the major part of which is the foregone
earnings of students while studying). Yet it night be that some
educational projects are cheaper relative to others on account
of lower opportunity costs,

Nominal versus real costs. No one would disagree “hat costs in
educational planning should be reckoned in real rather than
nominal terms. However, there are two different (and non-
mutually exclusive) ways one can assess the real cost of educa-
tion, The obvious one, in tracing cost developments over time,
is to correct for inflaticn. The other one, especially when
making cross-country comparisons, is to relate the deflated coust
to the particular country's real resources. A $4000 cost per
university student in a Mediterranean country represents a much
bigger claim on its resources relative to a similar nominal cost
in North America.

Ex post versus ex ante costs. This seems to be an overlapping
distinction to some already made. However, it draws attention
to the fact that historical costs are sunk and that the evalua-
tion ot policy options today should be based on some assessment
of anticipated costs in the future. Of course, cost forecasting
(as any other kind of forecasting) is shaky and will have to be
based on cost developments in the recent past.

Capital versus current costs, Educational capital costs appear
to be substantial as they occur in erratic spurts corresponding
to the years when construction takes place. However, when
properly amortized on an annual basis, they are trivial relative
to current costs. In most countries, the major education:l
expenditure i~ for personnel salaries and thus current costs
represent as much as 90 per cent of the total annual accounting
cost of cducation. This should not mean capital costs are unim-
portant. Although most educational cost analysis is conducted
in terms of current expenditure, capital costs must be considere”
in cases of expansion of the system and because they occur in
chunks they raise short-term finance problems. But again on
pragmatic considerations the emphasis in this paper is on current
costs. .




Lver:ge versus marginal ccst., This is a most crucial discimc.ion
1517 the cost per head of the existing student body (average cost)
might not coincide with the cost per additional student {(marginal
cost). It is marginal cost that should he Taken intn acoour-: in
policy discussions. Since the expansion of educational capacity
§e1dom occurs in terms of an extra lump of students (say, by
intrcducing a new university faculty) sometimes the term incre-
mental cost is used instead of marginal cost. Again, this does
not mean that average cost is not important, On the contrary
since the measurement of marginal cost is extremely difficult/
one can infer the behaviour of marginal cost by observing the
more readily available average cost., This inference is based

on the theoretical economic relationship between average cost

and marginal cost; if average cost per student is falling while
enrolment increases, then the marginal cost per student must be
lower than the observed average cost, ‘

Budgetary allocations versus actual costs. State budgets are
oiten elither too pessir stic (and lcss oTten, toc optimistic)
regarding actual absorbed school expenditure. Care should be
taken as to the exact source of cost estimates which, ideally,
should be based on audited expenditures.

Resource cost versus transfer expenditure. All too often educa-
tional cust statistics mix expenglfure on resource items committec
to education (such as teachers! salaries and rent of buildings)
with transfer costs (such as student grants). It is reminded
this amounts to double-counting from the economic viewpoint.
Student grants are not part of the resource cost of eduction:
they are simply payments from the general taxpayer to the student
population in order to finance the true resource cost.

D. Previous studies and data sources

The topic of educational cost accounting has been very
popular and many studies have appeared in the literature since
the late sixties. What follows is a selected 1ist of such studie:
from which this paper has benefited and built upon:

- F. Edding and D. Berstecher, International Developments
of Educational Expenditure, 1950-1965, UNESCO, 198

This is perhaps the first in-depth international compa>i-
sons study, although now dated and with no special focus on highe
education,

- P.C, Coombs and J, Hallak, Managing Educational Costs,
Oxford University Press, 1972.

Good on conceptual issues with emphasis on less developed
countries,




- Lévy~Garboua, S. Newman, T. Noda, A. Peacock,
T. Watanabe and M, Woodhall, Educational enditure
in France, Japan and the Unite ngdom, OBCD, 1 .
Very detailed analysis of educational costs and finauce,
but limited to three countries,

- M. Deheauvais, "Trends in educational expenditure in
OECD countries®, OECD, 1978 (mimeo).

Second major in-depth analysis of educational costs in
international perspective mostly of the "vertical" type with no
special emphasis on higher education.,

- J.C. Eicher and F. Orivel, "Le ralentissement de la
croissance des dépenses publiques d'éducation dans le
monde", Consommation, No. 3-4, 1979.

Regression analysis of aggregate UNESCO statistics with
no special emphasis on higher education. '

- J,P, Jallade, "Higher Education in Europe: Past Trends
and Future Prospects", European Journral of Education,
Vol. 15, Ne. 1, March 1980.

This study is specifically addressed to higher education
and includes data from socialist countries, although at an aggre-
gate level,

-~ G. Psacharopoulos, "Higher Education in Developing
Countries: A Cost=-Benefit Analysis", World Bank,
Education Department, Staff Paper No. 439, 1980.

This is also a higher education specific study inciuding
data on the benefits side of education, although the emphasis is
on less developed countries.

In addition to the studies listed above, the following
material has been used for updating or adding raw data to this
study:

- OECD, National Accounts of OECD Countries, 1961-1978,
Volumes ( and II, 1980,

-~ OECD, Public Expenditure on Education, 1976,

- OECD, Public Expenditure on Income Maintenance
Programmes, 19765,

- OECD, Public Exper.diture on Health, 1977.

- OECD, Demographic Trends, 1950-1990, 1979.

- OECD, Labour Force Statistics, 19%7-1978, 1980.




- UNESCO, *"Development of Education in Europe:
b Statistical Review", Sofia Ministcrial Conference,
1980,

- SN0, BA ey Dtavictloo Y terd oL L ‘.

J...h 4;210 V..(‘r'ld, 1?'. 0-197"‘", ’.9" [

- UNESCO, Stetistical Yearbook, various yecrs (latest,
1980,

- OECD, Educational Statistics Yearbook, 2nd edition
(in press). -
w . s
- UNESCO/OECD, Unpublished tabulations of the %Question-
naire on Statistics of Educational Finance ard Expend:=~
ture®, (latest return, 1978).

- Various monographs on particular countriec listed
separately in the sources.

The combinetion c¢f these diverse date sources permitted
a maximum horizon look from 19€0 to 1978, although the statis-
tical gaps increase rapidly from 1975 onwards. Also, the cog:-
bination of National Accounts statistics, UNESCO quastionnaire
data end specific country monographs allows a macro cum micro
look at educational cost developments.

However, it shculd be mentioned at the outset, that tho
state of educational cost information leaves much to be desired,
as evidenced by the large number of blanks in the Appendix Table-
I have opted for leaving such blanks rather than reducing eac’.
table tc the number of countries on which data exist, as to mike
them more conspicuous and incite interest in perhaps someone
closing these gaps in the future




II
TIME TRENDS IN OVERALL EDUCATIONAL EXPENDITURE

The purpose of this section is take a macro iook at the

- time evolution of overall educational expenditure without refercnc.

to a particular school level, This is a necessary introduction
to the following section that is devoted to an analysis of ex-
penditure on higher education, For it might be the case that
budgetary allocation~ to university follow by inertia the overail
tendency of public expenditure allccations, or they represent a
constant share of the education budget as a whole,

This section is divided into three sub-sections., First,
we look at the educatiun share in the country's national income
or overall state budget. Second, we compare the education's share
in the state budget or national income to the share of other
sectors like health and defince. Lastly, we attempt tc account
for the overtime changes in the share of education in the national
resources by decomposirg its “rend into demographic, enrolment and
cost factors,

A, National resources devoted to education

These are represented by the total amount spent on all
types of education by the Government and private individuals
(families) on all types of expendituvre, i.e., current outlay plus
capital investment. Ideally, such . ‘ormation should be included
in National Accounts statistics, a source we tackled in the first
instance. Table A.1 to A.3 in the Appendix present different
components of education expenditure as per cent of Gross Domestic
Product (GDP) based on the CECD's latest edition of National
Accounts Statistics., Table A,1 refers to Government consumption
expenditure on education, Table A.2 to total Government outla
on education (which includes capital expenditure) and Table Ae3
refers to private expenditure, Since the "consumption®"(1) item
is the major part of educational expenditure and also there
exists more information regarding this item, we shall initially
concentrate on 1it,

The general trend of this statistic is a rapid rise during -
the early seventies and a levelling off, if not decline, since
1975. Focussing on the countries for which information is avail~
able for 1978, we see that there has been an actual fall of the
share of GDP devoted to public current expenditure to education i
Japan, the Netherlands, the United Kingdom and the United States
(ste Table 2.1).

(1) This term is put in quotation marks because of the usual
argument that this type of expenditure represents investment
towards human capital formation,




National Accounts Information on total Government ouilay
since 1970 is summarised in Table 2,2. The data indicate the
same inverted U-shape relationship with a peak in 1975.

A contrast between Tables 2.1 and 2.2 indicates what one
misses by concentrating on current educational expenditure. #or
example, compare the following percentages »f public resources
devoted to education in 1978:

Country Current Current + capital
Australia 5.1 6.3
Japan 3.7 L}.9
. U.K. L,b 5.8
U.S.A. 4,8 5.8
—— . '
Average 4,5 5.6

TABLE 2,1 Government consumption expenditure on education as per
cent of the Gross Domestic Product

Country 1961 11965 | 1970 | 1975 1978
Australia 3.0 4,7 5.1
Belgium 4.0 4,6 5.2 6.7 7.0
freece 1.7 - | 1.7 1.9 1.9 2.4
Italy 3.5 4,0 4,5
Japan 2.8° 3.8 3.7
Netherlands 5.7 6.9 6.7
Norway 3.6 4,2 4.9 5.4 5.6
United Kingdon 2,6 3.1 3,7 5.2 b4
United States | 3.1 3.3 L4 5.0 4,8
L e

Source: Based on OECD, National Accounts of CTCD countries.
See Table A.1.

o
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T.0LE 2.2 Tctal government outlay on education as per cent of
the Gross Domestic Product

Country 1970 1975 1978
Australia 4,2 6.2 €.3
Italy 4,4 5.0 5.4
Japan 3¢5 4,8 4.9
United Kingdom 563 6.8 5.8
United States 5.3 6.4 £.8

Source: Based on OECD, National Accounts of OECD countrie:
See Table A.2,

Thus we can conclude that b focussing on current expendi-
ture only (as we shall do so below » One misses about 20 per cent
of the true level of resources directly(1) devoted to education,
Restriction to current expenditure only is dictated by the year-tc
year volatility of capital expenditure and also the lack of
information on the latter (eeg., compaie the relative cumpletenes:s
of Tables A.1 and A.2).

The last piece of evidence from National Accounts statistic
refers to private expenditure on education (see Table A.3), This
is a fairly well documented item and, &s shown in summary Table 2.
it amounts to about one half per cent of GDP and has followed
more or less the same levelling off pattern after the mid-seventi
as public expenditure. One should also note that there exist
some sharp vertical discrepancies between countries in this
statistic that cannot be only due to differential definitions.

TABLE 2,3 Private consumption expenditure on education as per
cent of the Gross Domestic Product

Country 1961 | 1965 1970 1975 | 1978
Austria 3ho .35 28 1 .31
Belgium .18 A5 -1 .13 AL T 13
Canada .75 96 | 1.6 1.6 | 1.6
France ; .18 .19 | .21
Greece 1.6 Po1,.2 1.1 p 1.2 1.0
Italy .32 .24 f .23
Japan .48 .54 051 .30 i 028
Netherlands .08 A1 012
Norway 33, ¢ 32 .29 .28 | .27
Sweden .00 .00 .00 .00 | o0
United Kingdom | .74 1,1 | 1.2 1.3 | 1.4
United States .96 1.0 P 1.2 1.3 1 1.2

Source: Based on OECD, National Accounts o OECD countr'ec,
See Table A.3. B

Nota: 2 Less +han .004 per cent of GDP,

(1) come evidence on the indfiect comrorent o. efuca’ionul
expendituse will 12 presentel in zccsion WV, Tel.ow,

L




The information presented above from National Accounts
Statistics has been checked against UNESCO data (see Tables A.4
and A.5). In spite of defiritional differences in both the
numerator (value added versus actual expenditure) and denomi-
nator (GDP versus GNP) of the two ratios used in National Accounts
and the UNESZO questionnaire (respectively), the level and trend
of resources devoted to education are very similar., For example,
compare the following statistics referring to 1975:

™.  Definition (Government outlay on (Total public
. education as % of GDP) | expenditure on
~ education as %
Country N of GNP)
Australia 6.2 6.5
Italy 5.0 5.0
United Kingdom 6.8 6.4
United States 6.4 6.2

Source: National Accounts, UNESCO

Also, the UNESCO data in Table A.5 show that the current
part of total public expenditure on education is of the order of
80 per cent and increasing.

We end this sub-section by presenting two additional
pleces of summary evidence of overtime changes in overazll educa-
tional expenditure, Table 2.4 shows vividly the relative stag-
nation of educational expenditure all over the World since 1975.
Table 2.5 shows the elasticity of putlic expenditure on education
with respect to Gross National Product. This parameter is definec

as
o = %(change in educational expenditure)
%{change in GNP)

A value of e greater than 1 indicates that as GNP grows an
increasing part of it is devoted to education. The evidence
points to the fact that this elasticity is baresly above unity,
thus squaring with the evidence of relative educational expendi-
ture stagnation given above., A disaggregation of the elasticity
coefficient:

TABLE 2.4 Public expenditure on education and Gross National
Product: Country group averages

| cComntry Group 1965 | 1970 | 1975 | 1977
Europe 4.3 k 5.3 5.2 5_.5
Developed Countries| 5.1 5.6 6.0 €.0

} WOI‘ld L[”ag 5.3 5.7 ! 5:7;

Soacer [MESSC, Stavirilcal Vearhock (030, pe 107.
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TABLE 2.5 The elasticity of public educational expenditure
with respect to Gross National Product: Country
group averages, 1965-1977

- Country group Average annual rate of growth | Elasticity
Educational GNP
Expenditure
Europe 13.6 , 1.7 1.16
Developed countries 12.2 10.8 1.13
World . 12.6 1.1 1.15

Source: UNESCO Statistical Yearbook, 1980, p. 121.

into two time periods reveals a dramatic fall during the seventies
\See Table A.G):

22 OECD countries average: 1965-71 i
| 1971-77 1.13
S8 Ihe share of education in overall public expenditure

We now proceed to the next logical step in the allocation
chain, which is the share of education in the state budget.
Education is sometimes considered a "soft" sector having to compet
for state funds with "harder" sectors such as construction and
industry. It is possible that in an era of financial squeeze and
falling tax revenues, a soft sector looses ground relative to
other sectors.

Table A.7 in the Appendix presents the share of total
public educational expenditure as per cent of all public expendi~
ture since 1965 based on UNESCO information and Table 2.6 gives
a summary for the countries we have information to 1977. The
summary picture reveals indeed a significant fall from 18.2 to
14.6 per cent of all public expenditure between 1975 and 1977.(1)
The same, more or less, picture is revealed by concentrating on
the Government consumption expenditure of National Accounts (see
Table A.8). Lastly, Tables A.9 and A.10 in the Appendix present
the evolution of the share of Government consumption expenditure
devoted to defence and health. Defence expenditure has been
decreasing in some countries. Health expenditure has been
generally on the increase.

. —-

(1) Simple arithmetic averages of the colurnns in Table 2.6,
omitting Canada and Spain for which information is missing

for 1975.

-—




TABLE 2,5 Total public expehditure on education as per cent
of all public expenditure

Country 1965 1970 1975 1977
Australia B 11.2 13.3 14.8 16,22
Austria 6.4 8.1 8.5 8.2
Belgium 16.9 22,2 19.2
Canada 18.5 33,2
Finland 16.7 12.9
Germany 9,2 12.0 9.1 8.8
Ireland 10.8 10,5 11.2a
Italy 1.7 9.3
Japan 22,7 20.4 17.5 16.5
Luxembourg 14,2 14,8 15.0 14.1
Netherlands 26,3 29.4 23.7 25.4
Norway 26.8 15.5 14,7 14.4
Portugal 8.5 9.5 16.4 14.5,
- Spain 1.0 15.2 16.8
Sweden 13.4 12.7
Switzerland 20,- - 18.4 19.4 18.9a
United Kingdom 13.4 14.1 14,0 14,3
United States 18.0 19.4 18.1 17.7

- Source: Based on UNESCO sources. See Table A.7.
Note: 8 Refers to 1976.

C. A decom¥psition of the sources of change ¢ of educational
expenditw

What factors are responsible for the overtime changes in
factors into two major groups: subjective and objective,

Subgective factors. These could simply refer to the political

contribution of the school system to society at large or to
individual incomes and occupational attainment.

Objective factors. These are more directly observable and

Tnclude demographic changes, enrolment chenges and cost changes.
Or it could the changing economic situati~n as it affects the

educational expenditure recorded above? One could classify such

will of the Government towards public expenditure in general and
educational expenditure in particular, or to the strength of the
. social demand for education. The political will of the Government
and the social demand are shaped from expectations regarding the




ov-rall Government budget,(1) These factors are usually considerec
exogenous to the educational system and no effort is made to
explain them separately.

In practice it is very difficult to distinguish between
the two groups of factors because of their mutual interdependence.
Ideally, one should treat this problem in a framework of a model
of social and private choice. As a second best, one coulé attempt
an econometric estimation of the relative importance of the ob-
iective factors, relegating the subjective ones to the residual
or unexplaineds component of change.

‘ Operationally, such models could be fitted either within
single countries in a time~-series sense, or, given the relatively
short time variation, by pooling cross-country and time-series
data. The model could take the form:

S Cs

C ='f(PS S )
NP P Ps' Price level

where C is educational expenditure
P is total population

Ps is school age population

S is the number of students, and

Cs is a cost index of schooling material (including,
of course, teachers! salaries).

The model can be disaggregated to refer to specific
levels of education. The standardized regression coefficient
(beta) in a model of this kind would show the relative importaace
of demographic, enrolment and cost factors in determining the
level of educational expenditure.

There are two reasons why such a model has not been fitted
in this paper., First, there exist many blanks in the necessary
statistical series (see Appendix Tables) and second, the series
do not go deep into the 1970s, Hopefully, such a model will be
fitted when data to 1980 become available.

Instead, we follow here a more pedestrian approach of
decomposition, previously used by the OECD(2), which amounts to
the manipulation of the following identity:

P _.
C VSt S . . C/8
. = . ¥y | .

Gl S S

(1) Of course this might not be a significant factor over the
period under review, but might bacome an important factor
in the near future.

(2) See 0uCD, Public lipenditure on Education, 1976.




Tnus, overtime changes in the share of educational expenditure

(C) in GDP can be atiributed to demographic changes (Ps/P),
enrolment changes (S/Pg) and cost changes (last term in the above
expression), It should be noted that although the cost index is
obtained as a residual in order to maintain the identity, division
of the cost per student (C/S) by per capita income (GDP/P)
corresponds to some notion of real cost.

Tables A.11 and A.12 in the Appendix present the results
of applying this formula to 1970 and 1975 data. Thus it is
noticed that the dominant factor constributing to educational
expenditure is the enrolment ratio, the demographic factor being
in the second place and the cost factor contributing the least.

Table 2,7 summarises the information on 1970 to 1975
changes, where a value above 1 signifies an increase and a value
below 1 a_decrease. With the exception of two countries (Austria
and Italy) the demographic factor has acted as a depressant of the
sharr of educational expenditure in GNP, whereas the enrolment
factor has acted as a milu stimulant. The behaviour of the cost
factor is too varied as to make a generalisation.

TABLE 2.7 Factors associated with changes in public current
expenditure in education, 1970 to 1975

Country Share in Demographic Enrolment Cost |
GNP change change change
change
Austria 1,215 1,028 1,052 1,723
France 1,053 978 1,062 1,013
Italy 1,053 1,07% 1,084 915
Netherlands 859 965 1,090 854
Norway 900 980 1,005 864
Spain 973 989 1,154 3851
Sweden 963 959 1,089 919
United States 1,026 964 1,010 1,053
Yugoslavia P 1,148 972 ] 988 1,191

Source: Based on Tables A.11 and A.12.

Note: Numbers represent 2nd-year to initial-year ratios.
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EXPENDITURE ON HIGHER EDUCATION

We now proceed to the next logical step in the resource
allocation chain, ramely the distribution of public expenditure
by level of education. This section is divided into four sub-
sections: First, we examine the high education share in overall
educational expenditure. Second, we try to account for the
factors accounting for the c-ertime changing share of higher
education in the state budget. Third, we present some evidence
on the allocation of resources within the tertiary education
sector by making a distinction between the university and non-
universily sub-sectors. Finally, we make an indirect attempt to
carry the allocation process one step further, namely the alloca-
tion of resources within the university sector by field of study.

A, The share of higher education

Table A.13 in the Appendix presents the share of higher
education in currént public expenditure on educaticn and Table 3.1
summarises the evidence for countries in which full information
exists for the years 1965, 1970, 1975 and 1977. The overall
picture that emerges in terms of averages is a definite rise in
the share of higher education in expenditure frcm 1965 tc 1970,

a modest rise from 1970 to 1975 and stability (if not a slight
declin~) from 1975 to 1977 (see Figure 3.1).

TABLE 3.1 The higher education share in public current
expenditure on education (per cent)

RN
g
@

1975

14,7
15.3
26.3
20.8
12.8

13.7
17.7
10.2
28.3
23.4

13.3
12.3
17.0
32.5
15.2

Country 1965

Australia 12.2
Belgium 10.8
Canada 20.5
Denmark
Finland

France
Ireland
Japan
Netherlands
New Zealand

Norway

Swedcn
Switzerland
United States
Yugoslavia

—_

o

NN ==
ONWwWW | WO

VUV 2 NOWVWO ovWnm

—_

Vo= B0 9
OV W0 0 0UNWw

SN O
FOIEND WPODW WO

SNy sy

Source: Based on Unesco statistics. See Table 4.13.
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FIGURE 3.1 The higher education share in public current educational
expenditure, OECD countries average.
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FIGURE 3.2 The share of higher education in public capital
~ expenditure on education , OECD countries average.
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Table A.14 in the Appendix presents the higher education
share in public capital expenditure and Table 3,2 summarises the
evidence for the countries with full informaition in year 1965,
1970, 1975 and 1976. Once more, the same overall pattern is
detected, namely modest growth to 1975 and relative stagnation
thereafter (see Figure 3.2).

The 1975 peak might of course be due to the fact that this
year corresponds to the worse recession in OECD countries.

TABLE 3.2 The share of higher education in public capital
expenditure on education (per cent)

Al

Country 1955 1970 1975 1976
Canada 32.5 42.4 34,3 34,3
Finland 9.8 18.9 45.3 51.1
France 25.0 21.4 13.0 11.5
Ireland 1.7 14.9 19.5 19.6
Japan 21.0 12.3 6.8 7.4
Netherlands 35.4 33.1 20.6 25.2
New Zealand 29.7 30.8 26.7 27.5
Portugal 2.4 10.9 20.8 20.7
United States 41,1 40.7 39.4 40.4
Yugoslavia 19.0 18.6 16.9 15.6

Source: Unesco statistics. See Table A.14.

A further wey of documenting the financial squeeze of higher
education relative to the other school levels is to compare the
average rate of growth of public expenditure to higher education
with the growth of overall public expenditure on education.

Tables A.15 and A.16 in the Appendix present the available

evidence and Table 3,3 summarises the falling growth of higher

education expenditure relative to the growth of cverall educational

expenditure.

B. Factors associated with the change in higher education
expenditure

The determinants of higher education expenditure are more
complex reiative to the ones discussed above referring to overall
education expenditure. The latter is more heavily influenced by
demographic developments which can'to some extent be predicted.
Higher education expenditure, however, is in addition to demo-
graphic developments determined by a host of other factors that
pertain to the choice of a particular individual. Because of
the higher age group involved, one such important factor is
labour force participation. Also, the changing sex-role stereo-
types add an independent dimension to the demand for higher

o




o labour .oree narticipation rates.

/‘.
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TABLE 3.3 Ratio of growth rate of current public higher
education expenditure relative to all educational
expenditure, 1960-1975 -

Country 1960-65 1965-70 1970-75
Austria 1,127 1,257 1,109
Denmark 1,456 | 669
Finland L 1,574 1,654
France + 923 ~. 2,242 956
Germany 2,452 © 947 967
Japan 838 1,291 806
New Zealand 1,163 14327 1,132
Norway 1,518 1,214 1,151
Sweden 1,609 1,519 781
United States 1,300 1,241
Yugoslavia 853 1,052

Source: Based on Tables A.15 and A.16.

education by females, Furthermore, the finance schemes available .
to students influence directly and indirectly the level of public
expenditure on higher education. Or a falling\private rate of
return might have lowered the credibility of higher education

as a preparation for employment. To this list dne should add

the prevailing general macro-economic conditions) as strength

of the economy is directly related to the students! foregone
earnings and hence inversely related to the demand for higher
education. ‘

) Let us start analysing some of these complex factors by
repeating the decomposition exercise of the previous section to
higher education. Tables A.17 and A.18 in the Appendix present
the higher education share in GNP decomposed into demographic,
enrolment and cost factors in 1970 and 1975, respectively. There
also exists an earlier OECD exercise comparing changes in these
factors between 1963 and 1970. Table 3.£ summarises this informa-
tion by considering changes within two sub-periods: 1963 to 1970
and 1970 to 1975. This table reveals the following facts: first,
the fall of the share of GNP devoted to higher education between
the two sub-periods under consideration. Second, the diminishing b
importance of the demographic factor in accounting for changes in
higher education expenditure, Third, the highly mixed role of
enrolment and cost changes in accounting for changes in higher
education expenditure,

As mentioned in the previous section, this method of cost
accounting is extremely aggregate and fails to catch finer details
(say, on the relative cost composition of enrolments). This is
a task we have relegated to the next section where we shall
consider the availahle evidence on unit cost of particular types
of higher education and fields of specialisation.

in an effort to document the female contribution to higher
education expenditure Tables A.1C and A4.20 in the Appendix present
porulati-n est'mates of the c¢ge rrrup releveat te hizher education
(20=24) for the two seves, a. 1 Tebles .27 and A.22 “he respective

24




TABLE 3,4 Factors associated with changes in public current expenditure
in higher education, 1963-70 and 1970-75
) Share in Demographic Enrolment Cost
Country GNP change change change change
1963-70 | 1970~-75 1963-70 | 1970-75| 1963-70 { 1970-75 1963-70 | 1970-75
“{ Australia 1,759 1,113 2,105 751 |
- Austria 1,824 | 1,366 1,105 988 1,265 1,575 1,305 © 876
Belgium 1,952 1,180 1,794 921
. | Canada 3,975 1, 316 1,617 1,868
" | Finland 1,725 1,455 1,273 928
/ .
' France 1,432 1,028 1,220 945 1,843 1,242 659 867
- Germany 1,239 978 1,510 839
Ve Italy 1,904 1,028 2,132 868
’ Netherlands 2,238 2,135 1,263 930 1,289 1,324 1,373 1,718
Norway 1,664 1,000 1,016 927 2,093 1,324 783 815
Sweden 1,787 821 1,082 1,711 266
, Switzerland 1,862 923 1,603 1,258
. United
! Kingdom 1,758 1,032 1,757 969
L United States| 1,706 1,167 1,203 1,070 1,599 1,147 886 934
S Yugoslavia 1,190 1,063 944 1,199

Source: 1963-70 change based on OECD, Public Expenditure on Education,
op. cit., p. 25., 1970~-75 change based on Tables K7 and X.718.
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In terms of aggregate higher education enrolment, the
mid-decade changes are(1):
1955 - 1960: + 36%
1960 - 1965: + 52%
1965 -~ 1970: + 47%
1970 - 1976: + 17%

During the period of relative slack, however, the share
ot female enrolments increased substantially(2):

Year Share of female
enrolment in
higher education

1965 32.4%

1670 35.4%

1975 L41.,0%

This is in spite of a contradictory tendency of increased
labour force participation rates of this age group(3):

Year Laboyr force 2articipation
of the 20-24 year old

Males females

1965  88.1 . 51.6
1970 \ 83.6 57.6
1975 81.3 61.2

An indirect inference from these statistics is that female
enrolments must contribute increasingly to higher education
expenditure,

c. The non-university cost component

Obviously, two additional reasons. for the overtime varia-
tion of higher education exper.diture are the possible change in
the allocation of funds towards non-university institutions or
university faculties whose unit cost differs from the average.
Some evidence on the unit cost structure of different types and
kinds of higher educatlon will b: presented in Section IV, below.
In this and the following subsection we examine some evidence
on the aggregate allocation of resources according to these
dimensions.

(1) OECD, "Development of post-secondary education in OECD
countries since 1965", SME/ET/79.21, 1979.

{2) Based on sixteen full information country averages in
Table A.23.

(3) Basad on 23 full information country averages in Tables A.27
and A0220 '
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Published international statistics on the allocation of
public expenditure between the university and non-university
sectors simply do not exist. Also, the response to the Unesco
questionnaire on this issue has been extremely poor. (See
Table A.24). Table 3.5 summarises the scanty evidence from this
source, showing a definite increase in the share of public
current expenditure of non~university education out of the total
public current expenditure for higher education between 1970 and
1975. After this date, however, the evidence is rather mixed
in order to offer a generalisation,

In view of the small number of countries in Table 3.5 an
attempt was made to look at indirect evidence on a possible
reallocation of resources towards or away from the non-university
sector by focussing on the evolution of enrolments.

TABLE 3.5 The share of non-university public current
expenditure to total higher education
expenditure (per cent)

Country 1965 1970 1975 1977

Austria e 3 .6

Canada 20.5 : 26.1 27.1

France 6.4 9.9 31 .1 29.5

Netherlands .8 14,6 24,9 26.2

Sweden 3.2 18.7 29.9
L

source: Based on Unesco unpublished data. See Table A,24,

] Tables A.25 and A.26 present enrolment ratios in the
university and non-university sectors in 1970 and 1976 (or nearest
year), respectively, and Table 3.6 summarises the evidence of

the changing ratio of non-university to university students.

The overall picture confirms to cost data given above, namely
there has been on balance a shift towards the non-university
sector during the first half of the seventies.

D. The shift of resources between more expensive and cheaper
Tacultles

Again, published =vidence on the aggregate allocation of
resources within higher education by field of specialisation are
nonexistent for the simple reason that the accounting spending
unit is the university as a whole. However, it is possible to
obtain indirect evidence in this respect by looking at the over=-
time relative movement of enrolments by faculty, or by focussing
on particular universities that cater mainly for certain fields
of specialisation.

4),_,
LAY
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VABLE 3.6 The ratio of non-university to university
enrolments, 1970 and 1976

Country . Circa Circa
1976 1976
Australia 24 .78
Austria 11 .09
Denmark L6 .65
France .19 .26
Gernany .30 .30
Greece .23 .28
Japan .11 .12
New Zealarnd .25 .18
United Kingdom 43 .90
United States .25 .28

Source: Based on OECD, Educationa. Statistics and unpublished
Unesco questionnaire data.

See Tables A.25 and A.26.

Out of the difterent faculty groupings available in this
respect, the most important one is between technical-scientific
and other faculties because the former use laboratories and
related expensive equipment, hence any enrolment swing towards
them must be associated with a higher level of expenditure.
Table 3.7 presents summary evidence in this respect at three
points in time by aggregating enrolments in pure science and

technology.

In spite of the small number of commtries covered the
evidence points to a ateady drop of the technical and scientific
-fields of specialisation in total university enrolments between

1965 and 1975.

Clearly, the reallocation of enrolment between

faculties must have somehow contributed to the overtime relative
fall in public expenditure on universities.

TABLE 3.7 The share of pure sciences and technology in total

university enrolment,

(per Qent)
Country 1965 1970 1975
France 32.0 19.1 17.1
‘| Germany 27.1 24,4 27.4
Italy 22.2 23.1 20.6
Japan 23.0 24,8 27.5
Norway 32.9 27.9 21.2
Spain 34.4 3.2 23.0
United Kingdom 44,6 41.1 %6.0

S urce: Based on OLCD, Educational Statistics, Second edition,

. st ——

Tablaes 28 tc 30.
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UNIT COSTS IN HIGHER EDUCATION

In this section we combine aggregate expenditure and
enrolment data to arrive at the unit cost per student. The re-
duction of these two separate pieces of information into a sinﬁle
statistic is important because it links to issues of possible
economies of scale from university expansion, the quality of
higher education and, of course, identification of potential
areas of savings of public funds. The section is divided into
four subsections: first, on unit costs per student, second, on
unit costs per graduate, third on unit costs by type of higher
education institution and, finally, on unit costs by field of
StUdy .

A, The Average cost per student

Table 4,1 presents the behaviour of the average cost per
student in higher education over an eleven year period in constant
U.S. dollars. Abstracting from the considerable difference in
the level of this statistic between countries, we observe a
steady rise in the expenditure per student from 1965 to 1975 and\
a decline in many countries between 1975 and 1976. 1In terms of
overall averages for the countries where information is available

for the two adjacent years, the real cost per student has behaved
as follows:

1975 US$2,520
1976 Us$2, Ll

Although this might not be considered a "high" fall, the
fact that it refers to only one year might mean that it signals
the beginning of a more drastic fall of this statistic in the
more recent years for which data are not yet available,

A fall in the average expenditure per student can have two
possible economic explanations, First, economies of scale are
in operation, namely the increased "mass production" in higher
education (remember that the absolute level of enrolments has
increased over time, although recently at a decreasing rate) has
led to a more effizient utilisation of the fixed plant, hence unit
costs have dropped. The second explanation is that the lower
expenditure per student head could reflect a deterioration of
university quality.

In a previous international cross-section chialysis of the
costys of higher education it was concluded there exist significant
economies of scale following university expansion (Psacharopoulos,
1980, op. cit.). A cost per student (C/S) function fitted to 83
advanced and developing countries data gave the following result:

C=4,235 - ,360 S + .255 (DC) + 5.312 (YEAR), R2 = .263
3 (3.85) B (.171) (3.71)
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TABLE 4,1

Total expenditure per student in higher education
(in 1970 US$)

Country | 1965 1970 | 1975 1976 |
Austria 780 1500 2440 2360 i
Belgium 1010 1130 2720 2690
Denmark 2890 3290 4430
France 1090 1150 1150 1100
lGermany 2650 2600 2760
Italy 540 540 830 700
Netherlands 2610 3360 5700 5580

orway 1420 1550 2660 2860

. Spain 390 280 430

‘Sweden 1910 1990 3020 3030

'Switzerland 3220 2900 5630 4880
United Kingdom 3140 3250

kugoslavia 550 770 810

Source: Jallade; 1979, op. cit., p. 43,

where DC and YEAR are other standardizing factors(1) and numbers
in parenthesis standard errors. The significantly negative co-

efficient on the enrolment variable (S/P) signifies the existence
of returns to scale. :

The possipnility of existence of returns to scale in advanced ‘
countzles cannot be ruled out when reference is made to a longer |
time spon or to the behaviour of unit costs of relatively new ‘
higher education institutions. In France, for example, university
enrolments increased on the average by 6.9 per cent per yeur
between 1964 and 1978, whereas the real cost per student-fell
by 2,6 per cent per year during the same period(2)., Also, when
the "New Universities" were instituted in Portugal in the early
seventies, enrolment increased by 15 fold between 1975 and 1979,
whereas the cost per student fell by 3 fold(3).

(1) DC is a dummy variable having » value of 1 if a particular
country belonged to the advauced group and YEAR a dummy
variable having a value of 1 if the data referred to year
1975. See Psacharopoulos (1980), Table A.3.

(2) Information based on J.C. Eicher and L, Lévy=Garboua,
Economique de 1!Education, Paris; Economica, P. 262,

(3) Information based on Psacharopoulos (1980), op. cit.,
Table 4,4, .




However, caution is in order before generalising this
experience to the fall of the cost per student after the peak
year of 1975, It might mean that the reduced expenditure is
having repercussions on the quality of education provided, by
increases of the teaching loads or less equipment, For example,
the student-teacher ratio in Italy has considerably increased
over the years and students in Greece have to attend lectures
held in city theatres because of the lack of proper teaching
rooms, Also, an important intermal reallocation of resources
between teaching and research might be taking place, an issue
that cannot be easily investigated by the aggregate spending
statistics at our disposal,

B. Ine cost per graduate

This is another statistic the evolution of which would be
of extreme interest in policy discussions affecting the finance
of higher education, Yet a look at a simplified formula to be
used for its estimation reveals some of the complexities involved

and the reason why such estimates have not appeared in the
literature:

C1S1 + CZSZ + C.S,

-

Cost per graduate =

Gy
where C refers to the annual real cost per student

S to the number of students of the same initial cohort
(subscript 1) surviving in"succecsive perlods and 3),

and
G the number of eventual graduates in period 4,

Even abstracting from issues of discounting, the cost per
student-year must differ in real terms between successive periods.
Also, the survival rate of a given student cohort would be a
research issue on its own, let alone the problem of part-time
students, In addition, the graduates from the initial cohort
might not all graduate in year 4 gin this assumed example of a
three-year higher education cycle) but they might obtain their
degree in years t+1, t+2 or even t+10, This remark especially
applies to countries like Greece and Italy that have large stocks
of mature, not university attending "students" many of which might,
sometime, become graduates,

An indirect way of assessing the approximate evolution of
the cost per graduate is to compare the efficiency of the higher
education system in producing graduates, simply measured by the
graduate to student ratio, Tables A.27 and A.28 in the Appendix
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present estimates of this crude "efficiency" statistic circa

1969 and 1977 and Table 4,2 summarises the results, Long cycle
university systems, such as that of the Netherlands, appear with
a low graduate efficiency statistic, while short cycle university
systems, such as that of Ireland, appear with a high statistic.

What is of interest here is the evolution of this statistic
over time, as an increase in it would denote better internal
efficiency of the university system and hence a lower cost per
graduate, Horizontal reading of Table 4.2 shows that in seven
cases out of the 15 countries listed there has been some modest
increase in graduation efficiency, and in six cases a decline.
Thus, even on the basis of this indirect evidence we are not able
to offer a definite generalisation as to whether the cost per
graduate has been on the increase or decrease, Perhaps the
safest proposition might be that it has followed the trend of
the cost per student as a whole, as analysed earlier,

TABLE 4,2

The university graduste-to-student ratio cifca
1969 and 1977

(Per cent)
Country L Circa 1969 ! Circa 1977

Austria i 79 6

Belgium | 11 16

Canada 21 19

Finland 13 15

Germany 24

Greece 11 12

Ireland 19 20

Italy 9 8

Netherlands 3 7

Spain 6 5

Sweden 14 21

Switzerland 11 11 l
Turkey 27 15

Yugoslavia 9 9 |

L |

. Source: Based on Tables A.27 and A.25.

C. The non-university distinction

The response to the Unesco questionnaire on the split
between university and non-university expenditure as well as
errolments in the two types of institutions was extremely thin.
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Thus it is not possible on the basis of this data source to es-
tablish the overtime movement of unit costs in non-university
institutions, All this source allows is evidence on the relative
non-university to university cost per student in a handful of
countries for specific years, This evidence appears in Table 4,3
and points to the fact that non-university unit costs are only a
fraction of university costs. When this fact is combined with
the shorter duration of non-university courses, the cost per
non-university graduate must be considerably lower relative to
the cost of a university graduate.

Some\evidence on the overtime evolution of costs is given
in the OECD!s Policies for Compulsory Education project and

summarised among other data in Table %.3. Tms evidence does

not point to &ny overtime relative change in the ratio of non-
university to\university unit costs.

D. Unit costs by field of study

even more uncharted area and aggregate public
expenditure statistics are of no help because of the single
accounting and spending unit. However, some evidence can be
gathered in this Nespect by concentrating on single country
case studies or on\the budget of universities mainly offering
one kind of field of specialisation,

TABLE 4,3

The relative cost per student in the non-uni versity

t® university sectors

Country Yeé&\ Non-university cost per student
\» University cost per student
Australia 1977 \\' .99 ) »
Canada 1970 \ 77
France 1970 \ 23
Germany 1970 ' 42
Greece 1977 71
United Kingdom 1974 .65
| 1976 .76
| 1977 .66
Ireland 1965 .78
’ ! 1970 094
‘ 1976 .78

Source: Based on Unesco unpublished djta, United Kingdom and
Ireland, OECD, "Politiques de Y'Enseignement Obligatoire,
Royaume-Uni", (SME/ET/80.7/17) ‘and "Irlande"
(SME/ET/80.7/10), 1980, Table €.\ (Greece, from
Psacharopoulcs and Kazamias, (197%8), op. cit.,

Table 18. 1.




Table 4,4 presents in index form the unit cost structure
by field of study in five countries., If the unit cost of all
higher education students is 100 (index base) then technical
faculties such as engineering, sciences and medicine involving
the use of laboratories, are much more expensive relative to
general faculties such as social sciences and liberal arts,
This proposition has also been extensively documented in the
case of %ess developed countries (see Psacharopoulos, 1980,
op. cit,.).

TABLE 4,4

The unit cost structure by field of study, selected
countries (Index base = 100 all fields)

Field of study ! France | Greece | Norwa Portugal U.K,
(Year) . (1975) | (1977) (1966¥ (1979) (1972)
Engineering 191 194 118 137
Sciences 116 96 124
Medicine 2483
Social Sciences 25 42 61
Humanities 50 81 84
Economics 43 25
tiberal Arts 37 64
aw 43 25
j b
Source: France, based on Eicher and Lévy-Garboua (1979),

op. cit., p. 245,

Greece, based on Psacharopoulos and Kazamias (1978),
op., cit,, Table 18.2,

Norway, based on J, Aarrestad,
Education in Norway",
1972, p. 227.

Portugal, based on Psacharopoulos
Table 5,4,

United Kingdom, based on A, Bottomley and J, Dunworth,
"Rate of Return Analysis and Economies of Scale in
Higher Education", 3ocioeconomic Planning Science,
1974, Table 1,

"Returns to Higher
The Swedish Journal of Economics,

(1980), op. cit.,

U
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: Regarding the overtime evolution of the unit cost by
field of specialisation there exists some evidence in Bottomley
and Dunwerth (1974, op. cit,) who have documented the fact that

TABLE 4,5

The unit cost per student by faculty,
United Kingdom, 1967 and 1970

Faculty | 1967 1970 |
Technology | 111 115 ]
Sciences 123 122
Social studies 70 64
All faculties (index base) 100 100
Actual unit cost (in 1967 £) 2,405 2,321

Source: Based on Bottomley and Dunworth, (1974), op. cit.,
Table 1.

t’) -4
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A
ON HIGHER EDUCATION FINANCE

The topic of higher education finance is vast and could be
broken analytically into a series of distinct themes. One such
theme that has received a lot of attention in the literature is
the so-called "distributional equity" or "Hansen and Weisbrod"
type of analysis(1), This analysis compares who really pays and
who benefits from expenditure on higher education, The results
of such studies have been pointing to the fact that the net tax-
subsidy glay has been in favour of wealthier families, although
this is by no means a universal conclusion.

. In what {ollows we shall abstract from this micro-
distributional theme(2)., Instead we shall concentrate on non-
public sources of university finance ésub-section A;, and the
evolution of student support schemes (sub-section B

A, Nohfpublic sources of funds

It is reminded that the full social (resource) cost of
higher education consists of two distinct parts, called direct
and indirect. Direct costs include those covered in the previous
sections of this paper in the sense of direct expenditure for
teachers, classrooms and the lixe. The indirect cost of education
consists of the foregone earnings of the student while he(she) is
attending the university, :

This direct versus indirect cost distinction is very impor-
tant regarding the finance theme for the simple reason that the
indirect cost of higher education is as a rule rivately financed.
It Is Very unfortunate that This elementary point 1s oiten mMissed
in policy discussions. The reason is that this cost component is
not as conspicuous as direct budgetary outlays and hence remains
unrecorded by the educational cost accountant, However, it is

the duty of the economist to bring ThIs cost dimension to the
surface, -

(1) For the original contribution see W. Lee Hansen and B. Weisbrod,
Benefits, Costs and Finance of Public Higher Educati.n, Markham,
» and lor some controversy on this lssue R, Pechman, "The
Distributional Effects of Public Higher Education in Californial
Journal of Human Resources, Summer 1970, and W, Miklius, "The
1stributional EIXfects of Public Higher Education: A Comment",

Higher Education, Vol. 4, 1975.

(2) For some evidence on this theme in OECD countries, see OECD,
Education, Ineguality and Life Chances, Volumes I and II, 1975,
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The privately financed indirect cost component of higher
education is not trivial, Table 5.1 shows that foregone earnings
account for one third to 80 per cent of the total (direct plus
indirect) social cost of education in advanced countries.

It is reminded that the indirect cost component of higher
education is measured by the foregone earnings of university
students which is equal to the earnings of secondary school
graduates (opportunity cost concept). The question that arises
is what has been the overtime evolution of this cost component?

Although no detailed statistics are available on this item,
it must be that the opportunity cost of higher education has
declined in the second half of the seventies due to the adverse

labour market conditions for youths, especially with secondary
school qualifications(1).

TABLE 5.1 Student foregone earnings as a percentage of the
total social cost of higher education

Country o | Foregone earnings
share
Belgium 31
Denmark 61
France 33
Japan - 78
Norway 71
United Kingdom Li
United States 63

Sourcey  Based on G, Psacharopoulos, The Returns to Education:
An International Comparison, Elsevier, 1973, D. 177,
France and Japan based on OECD, Educational Expen-
77 -

diture in France, Japan and the UnIted Kingdom,

(1) For an elaboration of this point using United States data,
see G. Psacharopoulos, "Spending on Education in an Era of

Economic Stress: An Optimist'!s View", journal of Education

Finance, Vol, 6, No. 2, Fall 1980,




B. The Evolution of student éupport schemes

Let us now turn to a more conventional aspect of higher
education finance, namely the overtime evolution of student aid
such as grants, loans or welfare expenditure(1). This, again,
can be studied from either the pecuniary point of view or the
student coverage point of view,

On the financial issue, the UNESCO questiomnaire rais 3
information since 1976 on student grants and welfare expendi..re
in higher education, although unfortunately the latest year of
data refers to 1977 (see Apvendix Table A.29). Table 5.2 gives
a summary of the evolution of such exp wWditure between 1976 and
1977 showing that in practically all co try cases such expendi-
ture has clearly declined between t+ /0 years,

TABLE 5.2 Student grants and welfare expenditure as a
per cent of total current higher education
expenditure

Country

poam

Finland
Ireland
Japan

Netherlands
Portugal
Switzerland

Source: Based on UNESCO data, see Table A,29 ‘
—— ¢

The availability of data on the number of students covered
by different forms of public aid permits a longer view on the
changing finance structure. A4s shown in Table 5,3, no clear
decline in coverage can be detected between 1968 and 1974, Thus
the decline in monetary expenditure to student ald between 1976
and 1977 documented in Table 5,2 must have been & concomitant of
the financial squeeze of the higher education sector in the second
half of the seventies.

(1) For an exposition of the nature of the different support
schemes see M, Blaug and M, Woodhall, "Patterns of Subsidies

to Higher Education in Europe®, Higher Education, Vol, 7,
1978, or for a more detailed exposﬁron, V. Woodhall, Review
of Student Support Schemes in Selected OECD Countries,
Document SerIes, CEUD, 1978, Fcr an in depth analysis of the
costs and finance of higher education in France see B, Millot

and F, Orivel, L'Economie de 1!'Enseignement Supérieur, Cujas,
1980. ®




TABLE 5.3

The percentage of university students receiving
public aid

Country 1968 1974
ustralia 35 58
anada 15 25
enmark 50 50
inland 55 50
rance 25 15
ermany 25 45
apan 16 10
etherlands 35 38
orway 70 69
weden 72 70
nited Kingdom 95 90
nited States n.a. 25

Sgg;pe: 1968 from OECD, "Les Techniques du Financement de

1'Enseignement et leurs Implications dans le Domaine
Politique", DAS/EID/71.71, 1972. 1974 from OECD,
"An Examination of the Influence of Admission and
Financing Policies on the Demand for Education',
SME/ET/78.60, 1978.
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VI
SUMMARY AND CONCLUSIONS

Central to any policy discussions pertaining to higher
education in<the eighties will be the issue of "costs". Educa-
tional costs Mave always been an implicit or explicit constraint
limiting policy options and, effectively, determining the ulti-
mate outcome, Although the eventually adopted policy might
appear to be the result of a political decision, cost considera-
tions must have, one way or the other, affected this decision.

What have we learned from the behaviour of higher education

‘expenditure from the preceding analysis?

Total educational expenditure

There has been a peak of educational expenditure circa
1975 and a marked decline thereafter. This type of expenditure
is of the order of 5 to 6 per cent of national income. By con-
centrating only on current expenditure one misses about 20 per
cent of the total level of expenditure (including capital in-
vestment). The capital component of educational expenditure is
decreasing faster than current expenditure, thus denoting the
possible operation of the acceleration principle working in
reverse: whereas there axists much inertia regarding the be-
haviour of current expenditure, investment expenditure reacts
more strongly to a slack of demand fou educational services.
To the extent that this is true it could have serious implica-
tions on the possibility of a revival of the school system if the
present recession ccndit' as stop to exist.

Higher educational expenuiture

This component has more or less followed the overall pat-
tern of total educational expenditure, i,e. it has peaked circa
1975 and started to decline thereafter, especially the capital
investment part of it. Although it has not been possible to
detect any internal reallocation of resources between teaching
and research, this deceleration effect might inflict a permanent
scar on the future academic standards and vitality of higher
education systems in most advanced countries. Contrary to the
results of the deccmposition exercise regarding the factors
accounting for changes in overall cducational expenditure,
demographic .evelopments are not as crucial, “Instead, it is the
strength of social demand plus the increased participation of
females in higher education and labour market activities that
will bYe the dominant factor putting pressure for increased pub-

1lic funds towards the higher education sector.

Unit costs

The cost per university student has fallen in real terms
during the second half of the seventies. This could be due to
economies of mass production, although one cannot rule out the
possibility of a drop in university quality associated with the
decline of expenditure per student head,

1i




The non-university sector

Unit costs are much lower in this sector, except in ncwly
created institutions where the cost per student is initially very
high (because of the overhead investment) and hen drops off very
rapidly. Given the shorter duration of the non-university
cycle, the cost per graduate is much lower relative to the
university and there has been some aggregate shift of overall
expenditure towards this sector during the seventies, Whether
this trend will continue or not de)ends upon the balance of two
opposite forces: first, the students pulling away from this
sector becausc o the lover standard of the degrece given by non-
university institutions, and, second, the Government attempting
to promote this type of education because of its relative cheap-
ness and intended closer relevance to manpower demands in the
econony. (ClLassic cases in this respect are England, Francc,
3reece and Portugal,)

The field of specialisation

Non-vocational general faculties like liberal arts,
humanities and ‘he social sciences are much cheaper relative to
engineering and technology. There has been a gradual shift of
resources away from expensive towards cheaper fields of speciali-
sation, It is anticipated that this trend might continue beccuse
of the increased enrolment of females mainly seeking admission
to the humanities and the social sciences,

On finance

It is a wyth that in state provided education systecms
higher education is a "free" good to the individual, For example,
detailed analysis of the finance of higher education costs in
France shows that the individual student and his (her) family
pay privately 53 per cent c¢f the total bill(1). One important
element in fully understanding the finance structure of higher
education is the foregone carnings of students while at the
university, an item that is usually absent in policy discussions
affecting higher education., However, the gecneral financial
squeeze on educational budgets has had its impact on more rea-
dily recorded student support statistics such as grants and
welfare, Public expenditure on these items has clecarly dropped
during the late scventies, It is predicted that governments
will put increased pressure on the student (i.e. the bene-
ficiary himself of higher education) to foot the bill of educa-
tional provision. This change is now being discussed in
England and according to a recent survey three-fifths of the
general public and nearly two-fifths of the student hody would
prefer some form of student loan relative to the present system
of grants(2).

(1) Eicher and Lévy-Garboua, 1972, op. cit., p. 270.

(2) See A. Lewis, C, 3andferd and N, Thompson, Grants or Loans?,
Institute oi Economic AZfairs, Research Monograph No, 3i,
1980,
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Concluding remaris

The analysis and generalisations mede in this paper were
based on a set of international statistics containing many gaps
and. fuil of comparability problems. Nevertheless, this analysis
was felt necessary in order to be able to detect some overall
trends in higher education expenditure in advanced WesTern
countries., Although, in the opinion of the author, such major
trends were pinned down, this study is no substitute for in-
depth analysis within single countries by individual research
teams fully familiar with each country's peculiarities, educa-
tional system and, most important, access to supplementary
statistical information. It is hoped that some of the bold
generalisations and hypotheses put forward in this paper will
provide the challenge for individual country monographs on issues
of higher educetional expenditure and finance.
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TABLE A, 1 , Total Government consumption expenditure on
education as per cent of GDP.

Country 1961 1965 " 1970 1975 1978

Australia 3.0 “.7 5.1

Austria 2.4 3.1 ka6

Belgium 4.0 4.6 5.2 6.7 7.0
) Canada -

Denmark

Finland

France

Germany

Greece 1.7 1.7 19 1.9 2.4

Iceland

Ireland

Italy " 3.5 4,0 45

Jlm . 2.8 3.8 3.7

Luxenbourg

Netherlands 5.7 649 6.7

" New Zealand

Norway 3.6 b,2 k.9 5.4 5.6
Portugal 1.4 1.2 3.8 3.5
Spain 1.1 1.3
Sweden bob 5¢3 5.2

] Switzerland
Turkey 2.8 2.3
United Kingdom 5,6 3.1 3,7 5,2 Lok
United States 3.i ‘ 3,3 L4 5.0 L,8
Yugoslavia

Source: oECD, National Accounts Statistics, Table 3a.
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TABLE A.2 , Total Government outlay on education
as per cent of GDP

Country © 1970 1975 1978

Australia 4,2 6.2 6.3
Austria

Belgium .
Canada

Denmark 8.3

Finland . gﬁh

France 5.7
Germany k.0 5.4
Greece

Iceland

Ireland

Italy b4 5.0 Selt
Japan . 3.5 4,8 L.9
ﬁuxembourg

Netheriands

New Zealand
Norway
Portugal
Spain
Sweden

S8witzerland

Turkey

United Kingdom 5e3 6.8 5.8
United States 5.3 6.4 5.8
Yugoslavia :

Source: OECD, National Accounts Statistics, Annex.




TABLE A.3 . Private consumption expenditure on education
as per cent of DGP

Country 1961 1965 1970 1975 1978
Australia

. Austria o3 35 .28 31
Belgium .18 15 13 o1k .13

! Canada 75 96 ' 1.6 1.6 1.6

Denmark .26% o3h 51
Finland .
France .18 .19 .21
Germany .
Greece 1.6 1.2 .1 1.2 1.0
Iceland 31 2 28
Ireland
Ttaly .32 o2k .23
Japan .48 .5k .51 .30 .28
Luxembourg
Netherlands . <08 11 012

New Zealand

Norway 433 «32 29 .28 27
Portugal

: Spain ‘ 1.2 1.4 1.5
Sweden 00° .00 . .00 .00 .00
Switzerland
Turkcy '

‘ United Kingdom .74 1.1 142 1.3 1.4
United States «96 1.0 1.2 1.3 1.2
Yugoslavia

L4
r

Source: Based on UECD, National Accounts Statistics, Table Sa.
Notes: a/ 1966. b/ less than -.005.




TABLE A.4 , Total public educational expenditure as per

\ cent of GNP
Country 1965 1970 1975 1977
Australia 3.6 he3 6.5 6.3 a
' Austria . 3,7 b.6 3.7 5.5
Belgium b2 6.2 6.5
Canada 6.0 8.5 2.9 8.0
Denmark 5.7 6.8 7.8 6.7
Finland . 6.0 6.2 6.7 7.0
France 4,2 b,7 5.8 5.8
Germany 3.0 b4 b4 b.,2 a
Greece 2.3 2.0
Iceland 3.4 3.9 L,2
Ireland b,2 L.9 6.5 . 642
Italy 5.2 4.3 . 5.0 5.1 a
Japan 4,3 3.9 5.5 S.k4
Luxembourg b3 b4 5.0 5.2
Netherlands 6.3 7.7 8.7 8.4
New Zealand 3.8 4.9 5¢5 Seb
Norway 5.3 5.9 7.1 7.6
Portugal 1.4 1.6 3.7 3.6
Spain ) 2.1 2.2 a
Sweden . 6.2 7.7 7.4 8.4
Switzerland k.2 b2 - 5.1 5.2
Turkey 3.7 2.9 5ok
United Kingdom Se1 5.2 6.4 6.2 a
United States 5¢3 6.4 6.2 6.4
Yugoslavia b3 4.7 5.2 5.0

Source: paged oun Unesco, Statistical Yearbook, various issues.
Note: a/ 1976.
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" TABLE A.5 Public current educational expenditure as per

cent of tctal putlic educational expénditure
Country 1965 1970 1975 ﬁ\???
) Australia 77.9 81.1 83.1 86.5 a
Austria 79.1 77.8 78.5 8134
’ Belgium 91.5 91.7 91.
Canada 75.0 84,5 - 89.7 89.
Denmark 75.8 77 .4 86.9 87.9
Finland 81.3 89.8 87.5 86.7
France
Germany 67.0 72.1 78.1 80.9 a
Greece 81.6
Iceland 75.5 )
Ireland 81.0 83.9 86.3 85.7
Italy 83.0 97.2 89.2 88.0 a
Japan 76.0 72.7
- Luxembourg 75.5 74,2 77.7 80.1
Netherlands 78.9 79.7 82.2 85.0
New Zealand- 78.7 Th. b 79.7 .83.0 |
Norway 74 .1 77.5 80.6 81.0 /
Portugal 85.2 90.8 93.6 92.2 [
Spain 75.9 66.6 87.3 a
Sweden 79.2 82.0 90.8 89.9
Switzerland 80.2 74,2 80.9 85.2
\ * | Turkey 76.3 71.0 80.9
United Kingdom 77.6 85.2 -89.6 90.9 a
\ United States 80.3% 86.7 90.2 91.1
Yugoslavia 86.9 91.2 88.3 86.2

Source: Based on Unesco, Statistical Yearbook, various issues.
Note: a/1976.




- 46 -

TABLE A.6 . Elasticity coefficients of public expenditure
on education in relation to GNP

Country 1965-71  1971-77.
Australia

Austria 1,54 1,21
Belgium 1.27 1.17
Canada 1.67 93
Denmark 1.28 .8§
Finland 1.09 1‘i7 a
France 1.26 1.27
Germany 1.54 1.34 a
Greece e55 * 1,05 b
Iceland 1.36 1.15 ¢
Ireland 1.34 1.20
Italy ' .85 1.10 a
Japan

Luxembourg 1.43 «98
Netherlands 1.40 1.12 a

New Zealand

Norway 1.34 1.27
| " Portugal ’ 1.25 2.23 a
Spain 1,90 1.04 a
° Sweden 1.48 1.10
Switzerland 1.06 1.50
Turkey - . 1,02 1,30 !
United Kingdom 1.10 1,20 a
United States . 1.48 «96
Yugoslavia 1.09 1.01

Source: paged on Unesco, '"Development of Education ir Europe: A
Statistical Review," Sofia Ministerial Conference, 1980.

Notes: a/ 1971-76 b/ 1971-74 ¢/ 1971-75

49




/

TABLE A.% . Total public educational expenditure as per
cent of all public expenditure

Country 1965 1976 1975

Australia 11.2 13,3 14.8
Austria 6okt - 8.1 8.5
Belgium 16.9 22.2
Canada 18.5

Denmark 22.8 15.2

Finlaxud . 16.7
Francs
Germany 9.1

Greecs
Iceland 13.3

Ireland 10.8
Italy 11.7
Japan 17.5
Luxembourg 15.0
Netherlands 2347

New Zealand
Norway
Portugal
Spain
Sweden

Switzerland
Turkey

United Kingdom
United States

Yugoslavia

Source: Based on Unesco, Statistical Yearbook, various issues
Note: a/ 1976
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TABLE A.8 .« Government consumption expenditure on education
as per cent of total Government consumption

expenditure

Country 1961 1965 1970 1975 1978
Australia 21.9 20.7 24,2 29.8  30.6
Austria 15.1 18.2 20,4 _
Belgium 32.9 35.5 38.3 39.9  38.8
Canada

Denmark

Finland

France

Germany

Greece 14,3 14,3 1437 12.7 15.1
Iceland

Ireland

Italy 25.3 26.3 28.2
leln 36.8 3?.8 38'0
Luxeabourg

Hetherlands 29.5 = 34.0 34,7 38,2 3645

New Zealand

Norway 27.5 29.2 32,0 32.0  30.3
Portugal 11.1 9.8 11,5 22.9

Spain . 13.7 14.6

Sveden 25.0 25.0 21.0
Switzerland

Turkey . 22.1 18.1

United Kingdom 15.6 18.3 2.1 23.5 21.5
United States 17.0  19.7 22.9 26.5  26.4
Yugoslavia

o

Source: Based cn OECD, National Accounts Statistics, Table 3a
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TABLE A, 9 <+ Government consumption expenditure on defence
‘ as per cent of total Government consumption

expenditure

Country 1961 1965 - 1970 1975 1978

: Australia 25.8 30,2 25.4 13.9 13.6
Austria 9.1 7.3 6.2

' Belgium 24,7 22.7 18.3 16.2 15.9
Canada
Deamark '

“ Finland

France
Germany 23.9 25.7 18.5 14,9 14,0
Greece 35,7 28.6 35.8 byl bl.12
Iceland )
Ireland
Italy 13.8 12.4 12.0
J‘p“ 909 805 805
Luxembourg
Netherlands 29.5 26.0 20.5 17.1 16.3

New Zealand

Norway 25.5 25.0 23.0 19.1 16.2
Portugal L8.5 55.3 S50.4 28.8
. Spain 20,0 18.9
Sweden 25.0 16.7 14,1
‘ Switzerland
Turkey 31.6 26.7

United Kingdom 37.8 " 35,0 26.7 22.2 22.4
United States 50.0 k2.7 39.9 30.6 28,5
Yugoslavia ’

Source:Based on OECD, National Accounts Statistics, Table 3a




TABLE A, 10, Government consuﬁption expenditure on health

as per cent of total Government onsumption

expenditure
Country 1961 1965 1970 1975 1978
Australia 12.3 12.7 155 201 20.2 ;
Austria k.2 23,6 23.9 i
Belgium
Canada ;
Denmark i
Finland %
France !
Germany |
Greece 7.1 9.5 9.9 7.8 8.6
Iceland
Ireland
leln 4.5 ‘1’01 306
Luxenbourg
Netherlands
New Zealand
Norway 5¢7 8.0 13.2
Portugal 5.1 7.6 11.1  19.0
Spain 8.2  13.5
Sveden 20.0 22.2 23.9
Switzerland
Turk'y 8.“ 806 2103 220"" . .
Ucited Kingdom 20,0 18.3 2l.1
United States k.3 b3 4.8 6.2 6.3

Yugoslavia

Source: pased

on OECD, National Accounts Statistics, Table 32
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TABLE A, 11 , Decomposition of the share of publié¢ current education
expenditure in GNP, 1970

Country Per cent Demographic Enrolment Cost
GNP ratio ratio ratio
Australia
Austria '3.30 «327 478 .211
. Belgiunm
Canada
Denmark
Finland )
France 3.21 0363 056? 015
Germany 2425 «318 475 «149
Greece 1.8 o3h1e 478 .085 -
Iceland
Ireland
Japan 2.66 «382 453 «155
Luxembourg
Netherlands 5.06 «395 .621 «206
New Zealand 5.72 353 «527 «308
Norvay
Portugal R
sp‘in . 1010 .‘3?5 0312 0094
Sweden 5416 o314 .582 .283
Switzerland
Turkey _ .
' 538 .196
United Kingdom 3456 338 53 5
5.29 . 11 «620 «20
United States . 487 195
Yugoslavia 3.86 «399 .

Source: OECD, Statistics on Education, Second Edition
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: TABLZ A. 12 ., Decomposition of the share o. public current
| education expenditure in GNP, 1975

Country Per cent Demographic Enrolmen: Cost
GNP ratio ratio ratio

TAustcalia —

G Austria 4,01 «336 «503 237

Belgium

Canada 4,81 J4lh 641 181

Denmark

Finland

France 3.38 «355 «602 <158

Germany

Greece

Iceland

Irelard -~ 3463 oh12 J641 «138

Italy 4,03 «353, «530 «215

Japan

Luxenbourg

Netherlands 4,53 381 677 176

New Zealand

Norway . 5.15 346 .S6L .266
Portugal ‘

Spain 1307 «371 «360 .080
Sweden - L.97 «301 <634 «260
Switzerland

Turkey

United Kingdom

United States S.l43 396 .626 .219
Yugoslavia bob3 .388 481 237

Source:; Based on OECD, Statistics on Education, Second Edition.
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TABLE A.13 Hiéher education share of public current
expenditure on education (per cent)
Country 1965 1970 1975 1977
s Australia \
: Austria 12.2 13,4 14,7 15.3
" Belgium. 10.8 13.3 15.3 16.1
' Canada 20.5 27.5 26.3 26.3
Denmark 18.5 20.8 20.8 17.5
Finland 7.6 9.8 12.8 12.7
France 11.0 17.4 13.7 13.6
Germany 19.4 18.4 15,0 15.1 a
Greece 15.5 13.5
Iceland ‘
Ipeland 9.9 13.9 17.7 18.5
Italy ‘ 7.7 8.8 13.3 12.0 a
Japan 11.0 12.7 10.2 11.1
Luxembourg 1.8 " 1.8 2.2 1.8
Netherlands 17.7 22.1 28.3 28.0
New Zealand 14,1 23.3 23.4° 23.4
Norway 1.6 . 12,2 13.3 14.1
Portugal 10.7 10.9 10.8
Spain 18.2 15.1 a
Sweden 12.2 14.5 12.3 11.0
Switzerland 18.5 17.5\ 17.0 16.5
Turkey 14,5
. United Ki:.igdom 24.8 21.1 19.9 a
United States 25.9 29.5 32.5 30.1
Yugosiavia - 15.6 14.8 15.2 17.2

Source: Based on Unesco, Statistical Yearbook, various issues.
Note: a/1976.
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TABLE A. 14 _, The higher education share of public capital
expenditure on education (per cent)

Country 1965 1970 1975 1976

, Australia )
Austria 17.6 17.7 12.2 a
Belgiun ' 16.7 9.7
Canada 32.5 b2, 4 34.3 343
Denmark 22.6 22.0 16.4
Finland 9.8 18.9 45,3 51.1
France 25,0 2l.4 13.0 11.5
Germany 27.6 32.4 18,7
Greece 13.9* 73.2 b
Iceland 2.8 71.1 ¢
Irelead 11.7 149 19.5 19.6
Italy 37,5.  10.5 11.5
Japan 21.0 12.3 6.8 7.4
Luxeabourg i 7.5 - 10.1 10.5 6.5
Netherlands 35.4 33,1 20,6 25.2
New Zealand 29.7 30.8 4 26.7 275
Norway - 12.1 13.4
Portugal 2.4 10.9 b 20.8 20.7
Spain ' 20.8 21.5
Sweden '
Switzerland 17.6 20.3 213
Turkey ‘ bh.2 ' : .
United Kingdom ‘ 24,1 17.4 b
United States 41,1 40,7 39.4 Lo 4
Yugoslavia 19.0 18.6 16.9 15.6

Source: Baged on Unesco, Statistical Yearbook, various issues
Notes: a/ 1977 b/ 1974 ¢/ 1971 4/ 1969
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" TABLE A.15 Average annual growth rate of public current
educational expenditure (in current prices)
Country : . 1960-65 1965-70 1970-75
Australia 26,32 .
) Austria 12.17 13.23 26,02
Belgium .o
Canada ’ 20.67 8.64
D-amark 11.59 24,96
Finland 9.56 10.99 19.99
France 16.70 11,02 20, 24
Germany 7.36 15.72 25.35
Greece i
Iceland
Ireland L. . 5.98 22.79
Italy 14,18 9.29 15.01
Japan 16,34 14,00 26.99
Luxembourg <
+ Netherlands ) 12,30 18.46
New Zealand 12,14 32,03 12.7
Norway : 11.06 23,12 17.92
Portugal 4,76 15.16. " 40,69
Spain 16.59 22,04
Sweden ’ 14,55 18.49 - 15,66
Switzerland 6.72 31.51
~Turkey
. United Kingdom 6.53 23.98
United States 13.76 ' 10.16
Yugoslavia ) 13.97 21.58

Source: OECD, Statistics on Education, Second Edition.




TABLE A. 16. Average annual growth rate of ublic current expenditure
on higher education (in current prices)

Country 1960-65 1965-70  -1970-75
Australia .
Austria 13,72 16.63 28,86
Belgium
Canada

" Denmark 16.87 16.71
Finland 17.30 33,06
France 15.41 24,71 19.34
Germany 18.05 14.89 17.66
Greece ) '
Iceiand
Ireland 27.64
Italy .
Japan - 13.70 18.07 21.75
Luxembourg
Netherlands L4u,.48
New Zealand 14,12 42,49 10,48
Norway 16.79 28.07 20,63
Portugal 7 .04,
Spain ‘
Sweden 23.41 28.09 12,23
Switzerland 28.90
Turkey
United Kingdonm 8.12
United States 17.89 12.61
Yugoslavia 41.91 22,71

Source: OECD, Statistics on Education, Second Edition
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¢ ' TABLE A, 17 . Decomposition of the share of public current
: expenditure on higher education in GNP, 1970
Country Per cent Demographic  Enrolment Cos§
GNP ratio ratio ratio
. Australia
Austria o4l 678 113 <534
Belgium
Canada
Denmark
Finland
France 36 .849 .178 - 240*
Germany - 43 +661 .117 «533
Greece .09 .72% 125 «101
Iceland
Ireland
‘ Italy . : N
Japan 37 104 .362 .987
\ Luxembourg ‘ o ‘
\ Netherlands .89 .897 146 677

New Zealand

Norway .70 .818 o145 590
Portugal |

Spain o2l ' «763 .951 <336
Sveden .78 789 L2388 .15
Switzerland

Turkey

United Kingdom 76 , «771 «116 854
United States 1.4 .896 312 515
Yugoslavia 58 - .883 o124 .528

Source: paged on OECD, Stotistics on Education, Second Edition.

Note: The demographic ratio is in x10 units
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v TABLE A.18 Decomposition of the share of public current

expenditure on higher education in GNP, 1975

Per cent Demographic Enrolment Cost

Country GNP ratio ratio ratio
Australia
Austria .56 .670 .178 . 468
Belgium'
Canada 1.50 .960 .191 .817
Denmark .97 742 | .256 511
Finland .58 .891 224 .291
France o 37 .802 221 .208
Germany
Greece
i Iceland
Ireland .86 .837 .120 .852
Italy 42 .693 . 245 . 2146
Japan 39 LT41 .053 1,011
Luxembourg ‘
5 Netherlands 1.90 P 834 .126 1,163
New Zealand .
Norway .70 .758 .192 481
' Portugal .50 .100 075
Spain .18 .762 . 246
Sweden
Switzerland )
Turkey
United Kingdom
United States 1.65 .959 358 . 481
Yugoslavia .69 .939 117 633

L

Source: Based on OECD, Statistics on Education, Second Edition.

Note: The demographic ratio is in x10 units.




" TABLE A. 19. Male population aged 20-2U

. , (The.sands)
’ Country 1950 | 1960 | 1970 1575 | 1980 | 15 | 1990
Australia 329 245 551 586 630 €1 639
Austria 244 245 265 259 289 321 | 303
Belgium 331 288 370 385 414 430 403
Canada: . 551 596 914 | 1,073 | 1,247 |. 1263 | 1,083
Denamark 148 153 214 192 190 197 201
Finland 165 155 229 216 203 194 178
France 1,639 | 1,477 | 2,116 [ 2,162 | 2,140 | 2168 | 2,106
Germany 1,809 2,452 | 1,905 | 2,140 | 2,322 | 2.503 | 2,430
Greece 351 371 330 332 361 372 397
b Iceland 6 6 9 10 1 12 1
Ireland - 108 83 107 121 134 149 156
1Italy 2,014] 2,053 | 2,062 {1,994 | 2,073 | 2.298 | 2,306
Japan 3,850 | 3,814 | 5,370 | 4,620 | 4,053 | ¢ 168 | 4,460
Luxembourg 12 11 12 14 W% 1% 12
Netherlands LOoL 410 608 577 593 622 607
+ Rew Zealand 73 78 117 132 150 ’ 162 153
Korway 119 109 161 156 157 157 R
Portugal 380 376 312 Y& L16
Spain 1,329 {1,160 | 1,278 [ 1,302 | 1,488 | 1,593 ] 1,594
Sweden 230 236 337 288 281 289 307
Switzerland 167 210 243 233 1 235 249 | - 240
Turkey 978 | 1,178 | 1,532 (1,830 | 2,281 | 2,651 ] 2,87
United
Kingdonm 1,756 11,725 | 2,153 |1,982 | 2,140 | 2,392 | 2,319
United
States 5,745 | 5,569 | 8,645 |5,67¢ 110,520 {-3,317 ] 9,033
. Yugoslavia 771 734 868 | 1,009 965 937 914

Source: Based on OECD, Damographic Tremds 1950-1990, Paris 1979
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TABLE A, 20. Female population aged 20-24

(Thousands)

Country 1950 | 19¢0| 1970 | 1575 1380 1985 1920
Australia 312 324 524 574 €08 £20 612
Austria 2L6 | 237 | 256 | 253 278 210 292
Belgiue 324 285 354 3€L 383 393 307
Canada 557 582 613 |1,055 | 1.211 | 1,226 | 1,053
Denmark 1.8 150 202 183 180 190 19
Finland 62| 160 216 205 196 187 173
France 1,580 |1,40€ | 2,001 | 2,086 | 2,076 | 2,093 | 2,03
Germany 1,847 | 2,33 11,820 | 2,100 | 2,271 | 2,554 | 2,393
Greece 369 269 309 30¢ 342 3 375
Iceland 6 é 8 10 1 1 10
Ireland 100 79) 102 16 128 | 13| (149)
Italy . 2,017 | 2,016 ] 1,981 1,920 | 1,995 | 2,193 | 2,209
Japan 3,906 | 3,876 | 5,410 | 4,560 | 3,924 | ¢,011 | 4,289
Luxeabourg . 11 7" 1 1% 13 13 12
Nétherlands 396 396 577 €53 570 597 582
New Zealand 69 75 115 125 146 156 148
Norvay 113 102 152 146 151 151 159
Portugal 382 35 349 384 409

Spain 1,352 11,099 | 1,233 {1,317 | 1,437 | 1,528 | 1,524
Sweden . 230 | 227 321 277 267 277 293
Switzerland 192 196 206l 249 226 240 237
Turkey 961 | 1,127 11,.31 {1,663 | 2,083 | 2,426 | 2,639
United

Kingdom 1,780 {1,680 | 2,099 | 1,894 | 2,039 | 2,282 | 2,200
United :

States 5,98¢ | 5,56¢ | 8,529 | 9,550 110,398 {10,192 | 8,920
Yugoslavia 813 | 803| 839| 966 923 896 877

Source: As in Table A.1l9

~




TABLE A.21. Labour force participation of males aged 20-24
(Percentages)

Country 1950 | 1960 | 1970 1975 | 1930 | 1985 | 1990
" Australia 35.5 93.3 91.0

Austria 90.5 | 87.8 88.4 87.7 | 87.7 | 87.4
Belgiua 85.5 | 87.4 | 83.5 | 81.0 | 78.4 | 75.5

Canada 91.7 | 90.4-] s8.5 86.4 8.4 | 77.3 | 75.1
Denmark 91.9 |.91.3 | 82.9 80.2 72.5 | 69.5 | €6.7
Finland 90.9 | 86.2 | 78.4 77.9 72.3 | 70.3 | 67.6
France 91.7 | 90.9 { 86.5 | 81.5 | 80.9 | 80.8 | 80.7
Gernany 93.4 | 91.1 86.3 78.0

Creece 56.6 | 49.0 46.2 42,1 ] 42,2 | L2.0
Iceland 91.6 | 85.0 | 89.8 90.2 90.3 | 99.7 | 89.9
Ireland " }90.0] 8.9 91.9 | 91.9] 91.0 :
Italy 88.5 | 76.1 72.1 70.5 | 58.9 | 68.3
Japan 87.7 | 80.7 75.8 | 72.7 { 70.3
Luxembcurg 83.8 | 84.7 86.9 8L.8 | 85.2 | 85.4
Netherlands 91.2 | 84,7 79.2 75.9 | 76.0 | 73.3
New Zealand 94.9 | 91.9 | -91.3 88,6 | 8L.7 | 86.9
Norway 81.9 | 78.3 61.3
_Portugal 95.0 | S4.2 96.2 :

Spain 90.4 | 80.2 79.2 | 82.5 | 82.0 | 82.1
Sweden 90.0 | 74.9 ] 76.7 82.7 82,2 | 84.1 | 81.4
Switzerland 91.2 | 87.7

Turkey 94.3 | 85.3 79.3

United Kingdom 97.0 | 90.6 | .97.7 87.8 | 87.7 | 86.5
United States | 0.4 | 91.4 | 85.3 84.5 8%.5 | 85.4 | 85.0
Yugoslavia 91,3 | 82.7

Source: As in Table A.l9
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TABLE A,22., Labour

force participetion rates of females aged 20-24

Source: As in Table A.l1l9

(Percentages)
Country 1950 | 1960 | 1970 | 1975 | 1980 | 1985 | 1950
Australia 50.0 62.6 65.8
Austris 76.0 | 68.7 | 68.3 | 68.0 | 68.0 | 67.9
Belgius 42,7 51.3 60.9 64.6 67.9 | 70.5
Canads 47.1 L6.3 | 57.7 | 66.2 | 63.2 | 63.4 | 63.9
Denaark 48.6 | 8.9 | 67.0 | 74.3 | 65.9 | 63.0 59.9
Finland 64.2 | 60.8 | 63.8 | 64.1 63.1 | 64.3 63.7
France 53.6 -] 58.6 62.0 65.9 70.1 | 73.4 76.6
Cermany 70.4 75.7 69.8 69.1
Creece 54,1 37.8 37.0 40.1 | 40.0 40.0
Iceland 51.1 45.0 | 59.8 | 61.1 60.2 | 59.8 | 60.0
Ireland 67.4° 65.3 67.2 695.0 | 69.8
Italy , h0.9° | 43.2 | u5.3 49.2 | 50.2 51.4
" Japan 70.6 | 70.5 | 65.7 | 63.9 | 61.6
Luxeabourg 49.2 | 53.3 | sS4 53.8 | 53.4 | 53.3
Netherlands 52.8 85.2 60.8 61.9 | 62.6 64.2
Nev 2ealand 49.5 | 53.8 | s57.2 56.3 | 55.1 56.9
Norway 47.7 4L8.4 56.8
- Portugal 26.5 47.1 71.9
Spain 28.2 45,0 47.9 58.0 | 59.2 61.0
Sweden 57.2 | 57.3 | 65.2 | 73.7 | 77.2 | 82.7 | 84.3
Switzerland 69.9 71.2
Turkey 65.8 [ s53.1 | w2.2 .
United Kingdom 60.4: 1 61.6 | 65.4 | 67.2 | 67.2.| 66.7
United States | 45.6 | 46.5 | 57.3 | 64.0 | 70.6 | 76.7 | 8&0.3
Yugoslavia 53.2 56.4

to




TABLE A.23 , Female enrolment in higher education

(per cent)
Country 1965 1970 1975
. Australia 39,6 bh 6
Austria 242 28.9  35.6 a
. Beigium " 3247 38,2 41,5
Canada 38.4 29,2 41,3 b
D.nurk (e 34.3 3?.8 41.1
Finland 50.9 48.5 50.3
" France 40,3
Germany 18.8 26.1 33.7
Greece 30.2 *31.3 35.0
Iceland
Ireland 29.5 34,0 38.6
Italy 3249 37.2 38.5 b
Japan 24,2 28.0 30.1 b
Luxenbourg
Netherlands ° 25.2 26.3  30.5
' NCV Zealand 5808 39.8
Norway ’ 38.7 37.7 40.9 a
Portugal 37.5 - 43,8 L2,.6
Spain 28.1 28.3 36,4
Sweden b4 .6 bs.3 b
Switzerland
Turkey 21,0
United Kingdom Lo.0 "1.7 a
United States 38.9 k1.5 k4.8
Yugoslavia 33,5 39.4 k0.9 a
Source:opcD, "Development of Post-secondary Education in OECD
Countries since 1965," 20 August 1979.

Notes: a/ 1974 b/ 1973 ¢/ 1966
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TABLE A, 24 , The share of non-university public current
expenditure in overall higher education
expenditure

Country 1965 1970 1975 1977

Australia - GhoJ
Austria o3 .6
Belgium

Canada 20.5 26.1 27.1
Denmark 53

Finland o3

France 6.4 9.9 31.1 29.5
Germany 9ot

Greece 345

Iceland

Ireland

Italy

Japan

Luxenbourg

Netherlands "~ o8 4.6 24.9 26.2

New Zealand
Norway
Portugal

Spain
Sveden 3.2 18.7 29.9

Switzerland

Turkey

United Kingdom . 351
United States
Yugoslavia

Source: Unesco questionnaire, unpublished tabulations

Vi
Q ]




- '-DD-

4

4

TABLE A.25 . Enrolmentratios in higher educat‘on by type

of institution, early 1970's
Country Toar oy, Umiversity (SRS
. ‘ Australia 1971 R T3k 24
Austria 1970 5 L,7 ‘ «1l
’ Belgium )

Canada 1970 - 33 a
Denmark 1970 2.2 4.8 U6
Finland
France 1970 1.6 8.5 .19

i Germany 1971 1.8 6.1 30
Greece 1972 1.0 4,3 23
Iceland ‘
Ireiand l
Italy
Japan 1970 JREEC
Luxembourg )
Netherlands 1970 3e7 bob o84
New Zealand 1970 lok 5.7 «25
Norway 1970 5.1 ° k.9 1,04
Portugal
Spain 1970 3.1 b b «70

) Sweden
Switzeiland
Turkey _
United Kingdom 1970 1.5 3.5 43
United States 1970 b,1 16.2 «25
Yugoslavia

Source: Based on OECD, Statistics on Education, Second Edition
except a/ based on Unesco questionnaire, unpublished
tabulations
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TABLE A. 26 « Enrolment ratios in higher education by type
of institution, circa 1976

T niversiyy  Umivernity (RS
Australia 1976 3.1 4,0 .75
Austria 1976 o3 8.1 «09 a
Belgium 1976 .09 ¥
Canada ‘
Denmark 1976 447 7.2 .65 ‘
Finland
France 1976 2.2 8.6 .26
Germany 1976 2.4 8.0 «30
Greece 1973 1.9 6.9 .28
Icel~nd
Ireland 1975 23 540 46
Italy
Japan 19,6 1.9 12.8 .12 a
Luxembourg
Netherlands 1976 6.2
New Zealand 1976 1.1 6.1 .18
Norway 1976 4.5 5e2 .29
Portugal 1975 l.1l 3.4 «32
Spain 1975 .7 9.3 .08
Sweden 1975 2.3 _ 7.1 32
Switzerland 1976 2.1 5¢7 .37

« Turkey ,
United Kingdom 1974 3.6 ko 90
United States 1976 5.2 18.7 .28
Yugoslavia

Source: As in Table A. 25
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TABLE 4A. 27 , The graduate-stﬁdent ratio, late 1960's

Country Year Ratio
. Australia
Austria 1969 .09
, Belgium 1965 .11
Canada 1970 o2l
Penmark
Finland 1970 o13
France 1966 .08
Germany 1969 o2k
Greece 1969 11
Iceland 1970 .08
Ireland 1965 19
Italy 1969 .09
Japan 1970 .17
Luxembourg
Netherlands 1969 .03

New Zealand

Norway 1970 -09
Portugal
Spain 1969 .06
. Sweden 1970 -1k
. Switzerland 1969 011
Turkey 1969 .27
United Kingdom 1969 .20
United States 1969 o1b
Yugoslavia - 1969 .09
Source: Based on Unesco, Statistical Yearbook, various issues

Note: Refers to Unesco "level B" gualifications
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TABLE A, 28

The graduate-student ratio circa 1977

Country

Year Ratio
Australia 1977 .16
Austria 1976 .06
Belgium 1977 016
Canada 1977 19
Denmark 1977 o1l
Finland 1977 15
France »
Germany 1976 <09
Greece 1977 12
Iceland
Ireland 1977 «20
Italy 1976 .08
Japan 1976 .18
L Aembourg
Njiperlands 1976 ~07

L.

New Zéaland 1976 01l
Norway
Portugal 1977 .18
Spain . 1976 <05
Sweden - 1976 .21
Switzerland 1976 o1l
Turkey 1976 15
United Kingdom
United States
Yagoslavia 1976 .09

Source: As in Table A.27

Note: Refers to Unesco "level 6" qualifications



TAEBLE  A.29
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Grants and welfare expenditure as per cent o?
total public current higher education expenditure

Country

1976 1977

Australia
Austria
Belgiunm
Canada

Denmark

Finland
France
Germany
Greece

Iceland

Ireland
Italy

Japan
Luxenbourg
Netherlands

New Zealand
Norway
Portugal
Spain

Sweden

Switzerland
Turkey

United Kingdom
United States

Yugoslavia

15.L

19.6
.l

16.5 19.5

1h.1

9.5 a

6.8 5.0
253 ,

o7 .6

8.5

6.7 647

26.2
30.0

2343

6.4 5.6

20.3

Source: Based on Unesco, Statistical Yearbook, various issues

Note: a/ 1974




