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Summary

Education is an economically and socially produc-

tive investment: In many developing countries, it is
finariced and provided predominantly by the gov-
ernment. The expansion of education therefore de-
pends on fiscal resources. In recent years, however,
adverse macroeconomic conditions and keen intet-
sectoral competition for public funds have reduced
most governments’ ability to continue expanding
édiitétidh At the same timé t}ié potential contri-

of houscholds to pay for ediication. In countries
where the population is growing rapidly, enroll-
ment ratios, particularly in primary schools, might
even declme anid thiis reverse achieverents i the
development of ediication.

The current financing arrangeraents also result
|n tBe mlsallocatlon of publlc spendmg on educa-

schoollng on earnlngs and productivity; that in
marny countries the average dollar invested in pri-

mary education returns twice as much as the one
invested in i.igher education. Yet governments in
these countries heawly subsidize higher education
at the expeénse of | prlmary education. In higher edu-

cation, investment in some specializations yields

better returns than in others, but public spending is
not distributed accordingly. As a result, too many
gradudtes are rroduced in some fields while ‘here
is a shortage in other fields:

Evidence also suggests that resources are not be-
ing used in schools as efficientiy as they might be.
In many developmg countrles publlc spending is

|ng rormulas that ao ilttle to encourage efficient

use. Stafﬁng rules pay scales and allocatlons for

teachers salaries: Similarly, school principals have
little flexibility to adapt centrally set norms (re-
garding teachers’ qualifications, curricula, text:
books, timetables; and so forth) to suit local condi-
tions. This problem is reinforced by the lack of

competition between schools: because school man-
agers are only remotely accountable to students
and their parents; they have little incentive to find
the most cost-effective way to provide the type of
education families desire:

Offering across-the-board subsidies to students
of all academic and ecoriomic backgrounds is ineqg-
uitable as well as inefficient. Although many coun-
tries provide free education, talented students from
poorer homes still find it hard to enroll because
they cannot afford to forgo income or to pay for
textbooks; transport; uniforms; and incidentals.
The lack of a credit market for education makes
this problem worse: Since poorer students cannot
borrow against their future income to finance their
current education; many have to drop out. Often;
their places are taken by others who are less :noti-

vated and less prepared academically.
Soriie Policy Options

This book cxamines three broad policy options
that could remedy the above problems. It is argued
that they would result in dn |ncrease of resources

sure more eqmtaBle access to schooling: Altﬁougﬁ

the suggested reforms need to be phased in gradu-
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ally, and their specific content will differ among
countries, the package includes three elements:

* Recovering the public cost of higher education
and reallocating government spending on educa-

tion toward the lev~l with the highest social re-
turns Ny S ]
* Developing a credit market for education, to-

gether with selective scholarships, especially in
higher education S
__* Decentralizing the management of public edu-

cation and encouraging the expansion of private
and community-supported schools.

Fees could be introduced or increased for higher
education. In countries where students receive tui-
tion-free higher education and allowances for liv-
ing expenses, a useful first step would be to reduce
these allowances and to restrict them to low-in-
come students. A second step would be to charge

tuition to recover at least part of the cost of pro-
viding higher education. Given the excess demand
for higher education, these charges would generate
substaatial revenues without reducing enroll-
ments. In some countries, the present pattern of
public spending on secondary education also gen-

erates inefficiencies and social inequities. Depend-
ing on local conditions, a policy of increased cost
recovery in secondary schools might be justified.
The fiscal resources thus raised should be rein-
vested where the social returns are highest. In gen-
eral, they should be reinvested in education be-
cause the social payoffs to additional investments
are at least comparable with the returns to alterna-
tive investments in physical capital and social in-
frastructure. Retaining the resources in the educa-

tion sector would also make the most sense
politically: cost-recovery policies are generally iin-

popular with the public. Unless their political costs
are balancec by the prospect of more funds for
education, ministries of education would probably
be reluctant to accept such policies: B
Within the education sector, the social profit-
ability of additional investiments will differ by level
of education. In many countries; particularly
where primary school enroliments are low; such as
in Sub-Saharan Africa; expanding primary ediica-
tion or possibly raising its quality wotild yield the
highest social payoff. In somé other countries, even

2

if primary education is not universal; it might be
profitable to expand secondary education as well

as selected fields in higher education: This is partly
because when coverage at the primary level is ex-

tended to a geographically and academically di-
verse population, the unit cost tends to rise and the

marginal returns tend to fall. In such situations; it
would be efficient to use some of the extra funds to

expand primary schooling, but allocate the rest for
expanding postprimary education. Finally; in
countries—such as some in Asia and Latin Amer-
ica—where primary education is universal and of
high quality; most of the evtra funds could be rein-
vested in secondary education and specific fields of
higher education.

. With increased cost recovery in higher and pos-
sibly secondary education; the economy’s total
(public and private) resources for education wotld
increase. At the same time; this policy would per-

mit a reallocation of public spending toward the

levels and types of education with the highest so-
cial returns: The shift toward greater private fi-
nancing would imptove the quality of student se-
would have a greater financial stake in their stud-
ies: This policy would alss improve equity if the
extra funds are used to expand education at the
lower levels, where the lower-income groups are
most widely represented: In conjunction with in-

creased cost recovery, selective scholarships could
be used to protect the access to postprimary educa-
tion among talented students from poor families.
Providing Loans and Selective Scholarships

In higher education, it would be desirable to com-
plement the shift toward greater private financing

with the provision of widely available student
loans and a limited number of selective scholar-
ships: Loans enable students to fiiarice their cur-
rent studies against future income. Thus selection
into higher education would not be iimited to ap-
plicants with the necessary funds at the time of

enrollment. To avoid this selection bias; the gov-
ernment could provide scholarships ample cnough

to finance tuition as well as living expenses: But
such a generois scholarship scheme is not sustain-

able in the long run: over tiine, as an increasing
number of lower-income students enroll in higher
education; its fiscal cost becomes prohibitive. Thus

8



Q

ERIC

Aruitoxt provided by Eic:

a better complement to increased cost recovery is
widely ava|lable student loans; coupled with selec-

tive scholarsh|ps that are awarded on the basis of

economic need and academic potential: Such a
package prowdes performance incentives to all
students in higher education and also helps ease
the financial burden of students from poor fami-
Yies: 7 7
By enabling students and their families to fi-

higher education. In turn, increased demand will
further increase the flow of private resources into
education through tuition charges.

Experience with education loans in developing
countries is limited, and establishing effective
schemes will take time. Collection costs are likely
to be high; at least initially, and default rates may

also be substantial: Usually, governments must
provide or guarantee funds for loan programs
since the risk and cost of lendmg to Students may
be too large for private banks to absorb without
prohibitive interest charges. Although many gov-
ernments have subsidized student loans, this prac-
tice impairs the long-term financial viability of stu-
dent loan schieifies; and it i$ less efficient than; say,
direct grants to individuals. In countries with col-

lectlon proBlems, an alternatlve m|ght be repay-

In secondary education; loan schemies are proba-
bly less feasible because of the difficul:v of admin-
istering a large number of relatively small loans.
Thus a policy of increased cost recovery should be
accompanied by a selective scholarship scheme.
Because tuition and- living e%riéhfes are usuallv
much lower in secondary than in higher educarion;
the government can sustain a substantial program
of selective scholarships to the needier students

even if the student population is large.
Decentralizing Managem ~nt

In many developing couiitties, puvlic school man-
agement is highly centralized, and the government

restricts the operation ¢f community-run and pri-
vate schools. Such restrictions range from outright
prohibition to strict control over fees, curriculs,
teachers’ qualifications and salaries, and accredita-

tion. When consistent with pol|tlcal systems; pro-

hibition of private schools might be relaxed. Other

restrictions on the administration and ﬁnancmg of
both local and private schools should be assessed
to increase efficiency. Some oversight may be

needed to thwart fraudulent operators, maintain

standards; and promote national unity. But overly
strifigent controls discourage community-run and
private schools from contributing to educational
déVélbrjrnént. Easing thesc controls mobiiizes addl-

without excessively increasing the governmierit’s
fiscal burden.

Greater decentralization; |nclud|ng more leeway
for private and community schools; would also im-

prove efficiency within schools by encouraging
greater competltlon among them. If competltlon

would have a wider ch0|ce of schools. Within the
school, efficiency would increase with managerial
accountability. :

These policy reforms suggest a need to relax; not

abrogate; central government authority: First; for

newly emerging nations where national unity is
st|ll fraglle, ta|rly r1g|d standards regardmg curr|c-

they want and the means of del|very To choose

wisely, they must have information about educa-

tichal alternatives. An important role for the cen-
tral 1uthorities wotild be to provide this informa-
tion. They could; for example; display the results

of common systemW|de examinations or withhold

accreditation for noncomplying schools (without
necessarlly proml'utlng the1r operatlon) In second-

vide thé results of tracer stud|es across schools to

show what types of jobs graduates obtain:

Effects of the Policy Package

As table 1 shows, charging tuition for higher edu-

Eatién yvlthout remvestmg the revenue in educa-

Since in most countries students enrolled in h|gher
educatlon belonfr to the higher-income groups tui-

3
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Table 1. Cumulative Effects of Reforms

Improved efficiency

Improved — of schools
- - - r rce o R - -
B More funds  allocation across Int using In selecting o
_ Pclicy to education __educational levels  sehool inputs students Equity
Keeping the present systeii 0 0 0 0 0
Charging tuition for higher education (but not ) . -
reinvesting in education) 0 0 0 + +
Spending the extra revenue on all levels
. of educztion o + 0 0 + +
Spefiding the extra revenues on lower levels ,
_ of education o ¥ + 0 + IF
Introducing loans (and selective grants) for higher .
__educarion . FEF + + 0 + 4 FFF
Decentralizing management and encouraging ]
__community and private schools + 4 F + 4+ + R +FF

these students and their families in education, thus

encouraging miore talented and motivated students
to enroll. Dropout among qualified students from
poor families can be mitigated by coupling the tui-
tion increase with a selective scholarship scheme:
On balance, equity will be enhanced; unless the
government favors Ligher-income groups in spend-
ing the revenue from increased fees. ,

If the extra revenue from charging tuition for
higher educaticn is spent on education at all levels
in the same proportions as before; the policy re-
form will increase the total resources flowing to
education but will not improve resource allocation
within education or efficiency within schools:

_ If the revenue from tuition is spent for the lower
levels of education; particularly primaty educa-
tion, the positive effects will be greatet. First, the

total resources going to education will further in-
crease because public spending on primary educa-

tion mobilizes supplementary _private resources.
Second; resource allocation will improve because
returns at the lower levels of schooling are higher-
Third, equity will improve because additional pri-
mary school enrollees will come from income
groups lower than those of the average stiidents at
higher and secondary levels, -

_ Introducinig loans for higher education adds
benefits on almost all counts: Loans mobilize more
resources for higher education by tapping gradu-
ates’ future earnings, even when default rates and
‘dministrative costs of loan schemes are high:

4

They improve resotirce allocation because students
will tend to enroll in the courses with the highest
returns. And when augmented by selective scholar-
ships; loans improve student selection and equity
by allowing talented students from poor families
to compete for places in higher education:

Decentralizing management and encouraging
community and private schools also inobilize morc
resources for education from families and other
local sources. But this policy’s most important
contribution is improved efficiency through in-
creased competition among public schools and be-

tween private and public schools.

Policy Implementation

The policy package suggested here can have sub-
stantial beneficial effects on efficiency and equity
in both the short run and the long rus. But its
implementation will niot be easy, at ledst in some
countries. There are three main reasons for this
difficulty. First; the suggested policies go against a
long-established tradition of free education. Sec-
ond; some of the policies may conflict with a coun-
icy’s political regime; for example, encouraging
the private sector inight not be acceptable in a so-
cialist country. Third, the institutional limitations
in a country may mean that administering somz of
the proposed policies, such as launching a student
loan scheme, would be difficult.

10
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To’ faciiitare the 'p'o'iiti'cai and ésp"eciaiiy th'e i'nsﬁ:

package could be phased; with priority given to
policy reforms that have the lowest administrative
and political costs. The sequence and timing of
steps will vary from country to country. In some

countrles the entire package of proposea pol|C|es is

full recovery of student loans is unllkely for several
reasons: default; ~dropout; repetition, tcmporary

graduates: But even if recovery were only partial,
these policies are a significant improveriient over
the present situation in which students in higher
education cbntfibuté littlé or ridthirig to thé rjﬁblit
tion—by beginning to rcfo-.m the financing of edu-
cation—is better than continuing the existing situ-
atlon in most countrles If the efficiency and cqulty

governments can find ways to overcome polmcal

'o"pp"o"sition and i'm'p'iémé'nt tfjé/’;ﬁjféﬁcﬁkﬁége most ap-

propriate to the country’s conditions:.
Need for Fiirther Analysis

In many developing countries, changes in the fi-
nancing of education along the lines suggested here
will improve efficiency and equity. More analytical
work is nevertheless needed to design policies ap-
propriate to individual country conditions: Focus
on the following questions would be especially
helpful in this regard:

o What are the major sources of inefficienicy in
the current system of providing and financing of
education?

e How socially equitable are the present financ-
ing arrangements?

e What are the possibilities for recovering costs?
How W|ll|ng are parents and students to pay?
What is the likely magnitude of the cxtra revenue?

e How can alternative financing arrangements
improve efficiency and equity?

(€0
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Education is W|dely accepted as a major instru-

ment for promoting socioeconomic development,

and education expenses are often the most impof-

tant item in developing countries’ budgets. Yet in
most countries; education is not contributing all it

can to development The four ma;or reasons are

cation of resources among schoollng levels; the in-
efficient use of resources within individual schools;
and inequality in the distribution of educational

costs and benefits among various income groups.

This book identifies a common thread in many
of these problems. current arrangements for fi-

by substantial subsidies! per student (amountlng
to almost free eduication) at all levels of public
schooling, particularly at the university level; cen-

tralized financial and administrative arrangements
that restrict the operations of private and commiui-
nity schools; and limits on the availability of stu-
dent loans or credit. These arrangements ; reﬂect the

cate natlonal values. Often educatlon has been

ing natlonal unlty is a critical social ob]ectlve for

many developing countries; especially in the immie-
diate postindependence period. Cuirriciild are often
designed to instill 4 sense of civic duty and to
spread common social mores, ideologies, and lan-

guages. Literacy and numeracy also facilitate so-

1. Subsndy is deﬁned as the difference between the long-
rur: cost of the service to the government and the price

charged to students and their parents:

5

The Issues

cial and econoniic transactions, including the col-
lection of taxes that finance the p provision of public
goods. The benefits of these activities accrue not so

much to any single person buit to society at large.
Also, the acquisition of literacy and numeracy has
been considered a basic human need; especially for
those who cannot afford primary schooling: the
equity argument: For these and other reasorns, gov-
ernments have tended to provide and subsidize ed-
ucational services. Because subsidies have kept the

private cost of education low; student loans have
not been considered necessary.

The equity and externality arguments are indeed
valid; particularly as applied to the lower levels of
education. What economists call market failures
may affect the education sector and justify govern-
ment’s continued role. Biit as this book confirms,
the scope and nature of ‘government involvement

can be changed to improve efficiency and even
equity:

Underinvestment in Education

educanon> Compared with the previoiis five 3 years,
the average rate of growth of real public expendi-
ture on education in developing countries declined
between 1970 and 1980: Between 1975 and 1980,
the most recent well-documented period, this rate

was Jower than national income growth for over a
third of a sample of fifty-five developing countries
(see appendix table 1). Meantime; growth of the
school-age population is still h|gh at least in the
poorest regiotis.

This trend in publlc expendltures on education

reflects two mutually 1einforcing factors: the de-

12
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Table 2. Public Spending on i-idﬁ'céti'o’ﬁ

Ma]or,,World Regions; 1965— 80

(percent) o

Region 1965 1970 1975 1980
Africa 160 164 13';' 16.4
Asia 142 131 122 127
Eatin America and Canbbean 187 189 16.5 153
Europe, Middle East; and s
_ North Africa 124 125 115 122
Developing countries 16.1 158 145 14.7
Developed countries 160 155 141 137

Note: Public expendxture on education includes capital and re-
current costs {see Unesco definitions, Statistical Yearbook). Mean
percentages were calculated only from countries with dara for all
four periods.

Source: Appendix table 3.
cline in many counitries of overall public budgets if
real terms in the wake of the two major world
recessionis of 1974=75 and 1980-83 and the large
proportion of the government budget devoted to

educaticn (<ze appendix table 2). With tight ovet-
all ﬁnances 1ntersectoral compennon for resources
(World Bank 1984b p- 30): As table 2 shows; the
budget share of public education declined between
1970 and 1980 in miost regions. In Africa, ediica-
tion’s share has remained stagnant on average. But
some countries in the region have experienced sub-
stantial declines between 1975 and 1983: Camer-
oon, from 21:3 to 17.2 percent; Kenya, from 19.4
to 15.3 percent; Nigeria, from 16.5 tr 9.3 percent
and Somalia; from 12.5 to 6.3 percent. Recent re-

ports from the field indicate that the financial crisis
in education has worsened.

Statistics on the private flow of funds to educa-
tion are scarce, but existing data show that 4s a
share of total national expenditures, private spend-

ing has also declined in most developing countries

in recent years (see appendix table 4). The declin-
lng share of enrollments in prlvate schools ebrr653

prlvate share in prlmary and secondary enroll-
meints Bas been falllng (see appendlx table 5) In

the state’s responsibility; governments usually do

not encourage the operation of private schools; in

some such countries; they are prohibited by the
constitution or national policy.
These trends in the allocation of total natlonal

resources to educatlon are not COnSIStCnt with in-

vestment priorities in this sector. In general, the
returns to investment in education justify further
increases in the resources devoted to education.
Although education has expanded considerably in

the last quarter century, expansnon has not been

such investmient near that of alternative invest-
ments (table 3). Considerable further social bene-

fits could be reaped through additional investment
in education (box 1). o o

The social profitability of ediicationai invest-
ment iS expected to persist. Educational develop-

ment is still low in many developing countries; and

rapid population growth will tighten pressures on

Table 3. Returns to Investment in Education, by Coutitry Type and Level

{percent)
_ Social Private Number of
} - = - — countries
Region Primary Secondary Higher I’nmary Secom{ary Htgher reporting
Africd 28 17 13 a5 26 32 16
Asia 27 1§ 13 31 15 18 10
Latin Aierica 26 18 16 32 23 23 10
Europe; Middle
East, and o ) . ) - .
_North Africa 13 10 8 17 13 13 9
Developiiig N B , o
__countries 24 15 13 31 19 22 45
Developed B - ) - .
countries = — 11 9 — 12 12 15

— Data_were nor available because na control group of illiterates was available:

Note: Private returns take into account only the cost of education to the individaal; In contrast, socidl retiiriis dre based of th(. full cost of

educarion to society, so.they. are comparatively lowet.
Source: Psacharopoiilos (19885).

e
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Considerable evidence exists on the private and
social returns to investment in education in both
developed and developing countries {see table 2 and
World Bank 1980b). Siich retiirns are measured by
comparing the higher lifetime produictivity of edu-

cated workers with the social or private costs of

education: Although regional and intercountry var-

|at|ons are substantial; clear patterns emerge: -
® Primary education is the most profitable form

of investmest, followed by secondary education

and; finally, by hlgher educatlon.

® Returns are by far highest in the poorest coun-
tries and decline with the level of economic devel-
orment.

o Because subsidies are high in most countries,

private rates of return are consistently. hlgher than

® In the few countries for which time series data

are_ available; the remurns to education have re-
mainéd relatively stable over time.

The data, based on observations in sixty countrles,
|nd|cate that underinvestment in educationi con-
tinues, partlcularly at the primary level. This coii-

clusion, derived mainly from data on wage employ-

ment in the modern urban sector, corroborates

evidence that educated farmers are more produc-
tive. Research in eight countries shows that the an-
nial crop yields of farmers with four years of pri-
mary schoolinig are ofi average 9 percent higher
than those of uneducated farmers (Jamison and
Eau 1982) The effect of education on farmers’ ouit-

put is considerably greater when such complemen-

tary inputs as high-yielding seeds, fertilizers; and

pesthdes are avallable, since their use requires not

only literacy bur also num meracy . Farming methods

handed from one generation to another often re-

quire little or no formal education of farmers, but
as agricultural techniques become more complex;
education’s efféct on farmers’ productivity is more
pi‘bi‘ibijﬁbéd Théi’é i§ 5156 éVidéi‘iCé thét édiibdtéd

tersion services and make better use of them (Perra-

ton and others 1983): A recent survey of fifty-two

World Bank agricultural projecrs showed that pro-
viding education or training cons1derably increases
the profitability of investment in agricultural devel-
opment (Mingat 1984). Similarly, the profitability
of physical irivestmienits ini other sectors grows When
workers have the basic skills of llteracy and nu-
meracy:

.Education also generat s eﬁéEﬁél ies that are
difficult to measure. The indirect societal benehts of
having a literate population could boost and per-

Wolfe 1984) In developlng couritries, the indirect
effects of primary education on health, nutrition,

and fertility are particularly signlﬁcant. The chil-

dren of hterate mothers are healthler and better

than the chlld,ren of uneducated women {Cochrane
and others 1980). Although the 'c'omp'l'ex relation-
ship between educatlon and fertlhty is stlll imper-

veloping countnes suggest that in the long run

fertility falls as literacy increases (Cochrane 1979):

populatlon aged 5-14is expected to increase by at

least 17 percent between 1980 and 1990 (Vu
1984) In Afrlca where the pro;ected increase W|ll

will not be attalnable By the year 2025 unless the

proportion of GNp devoted to education nearly
doubles (Lee 1984). Yet the same constraints that
have caiised government spending on education to
stagnate are not expected to diminish in the foresee-

able future: Thus; unless educational development
becomes less dependent on public funds, countries

will not be able to tap fully the profitability of
further educational investment: B 7
Underinvestniciit in education is reflected fiot
only in a shortage of new school places but also in
underspending on certain recurrent expenditures:

In educatlon, the recurrent cost problem——lnade-
tefiarice—is especmlly severe becaiise pro;ects typl—
cally have high recurrent-t.,- capital-cost ratios

(Heller 1979): In primary schools; operating costs
account for 90 to 95 percent of the resources com-
mitted to education (excluding forgotie incorme). I
some countries; the inability to finance these costs

14
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Despite the worldwide increase .in eduocational
eriéﬁditiife 5hd the aéﬁBliﬁé of school enrollments
19705, m, many developmg countnes, féwe( than
half the children between the ages of 6 and 11 en-
roll in primary school. In 1982, fourteen countries
had a primary school enrollment ratio of less than
5¢ percent:

The low level of educational development in
most poor countries is also reflected in high rates cf
adiilt illiteracy. In twenty=six of thirty-six African
countries surveyed by Unesco in 1982, more than
half of all adults were illiterate. The proportion is

Box Table 2: anary Scliool Enrollment as a

Percentage of School-Age Popunlation; 1982

Enroliment ratio

Country of less than 50 percent
Butkina Faso 20
Bhutan 23
Niger 23
Mali A
Somalla )

32

33
Mauritania 33
Afghanistan 34
Chad 35
Sierra Leone 39
Ethiopia. . 46
Yemen Arab Republic 47
Senegal 48

Source: World Bank Atlas (Washington, D.C.: 1984).

Box 2. Educational Developmeit Is Still Low in Many Countries

much higher among women, as the box figure
shows:

Box Flgure 2 Female and Male Illiteracy Rates
in 1980, by Region

o= 0 Male
O Female

o
S

Percentage of adult' population
A
3

N
S

L
Other

Latin
Anmierica regions

Note: Refers io 5ﬁﬁﬁj5n:on aged 15 and older.
Source: Porras (1985):

ing. The alternative to borrowing, of course; is
running schools on shoestrings. Examples abound
of new government schools opened without quali-
fied teachers, educational materials, or equipment.

Misallocation of Resources across
Levels of Schooling

The soaal rates of return reported in table 3 sug-
gest that in most developing countries primary ed-
ucation should receive the highest investment pri-
ority; followed by secondary education. Because

—d|
i

these rates of return reflect averages for each edu-
cational level, however, they mask important vari-
ations within each level. Specific fields in highcr or
secondary education may be hlghly profitable from

the social point of view. In some countries; short-

ages of some types of technical personnel, such as
engineering and medicine, exist alongside an over-
supply of graduates m other speC|al|zatlons ‘But,

top prlorlty In addmon, apart from measurable

monetary rewards, investments in the lower levels
of education may generate more externalities than
would investments in the higher levels. These ex-
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ternalities include such benefits as lower fertility
and better health and nutrition (box 1).
The present financing arrangements contribute
to the misallocation of resotirces devoted to educa-
tion in the sense that the high degree of public
subsidization of tertiary education boosts the de-

mand for higher education, the relatively less so-
cially efficient educational investment. The high
subsidization of higher education is reflected in the
difference between the private and social rates of
return. In Africa; for example, private rates of re-
turn to higher education (which include only the
cost borne by individuals) exceed social rates of
return {which include the total cost to the econ-
omy) by almost 2.5 times (table 3). As a result of
the strong demand for higher ediication; in many
countries an increasing share of the resources de-
voted to education is spent at the higher rather
than the primary level (appendix table 6). )
Table 4 shows that in some regions the degree of

cost recovery in education is higher at the primary
level than the higher level. Subsidies in higher edu-
cation_have two components: First, they fully
cover the direct cost of education (such as teachers’
salaries and equipment), and students pay little or
no tuition. Second, many students also receive ljv-
ing allowances, which often exceed the sum re-
quired to cover food, lodging, and transpott (see
box 3): In eight West African countries; siich al-
lowances accounit for nearly half of all public ex-
penditiire on_higher education (see table 5). Such

subsidies make the private returns on university
studies much higher than those on other opportu-
nities. , o

_ Historical reasons underlie the heavy subsidiza-

tion of higher education. At independence, many

develcping countries, especially in Afvica, faced an

Table 4. Cost Recovery in Public Education,

by Region and Level of Schooling, 1980

Percentage of unit cost recovered
Region Primiary  Secondary  Higher
East Africa 16.¢ R:

6
West Africa 11
Asia 1.
Latin America 0

Note: Based on evidence for twenty-seven countries.
Source: Apperndix table 7.

10

Table §. éhagg 76? Living Allowarces to Stiidents
in the Recurrent Education Budget, by Level,
Latest Year Available

(percent)

Region ____ Primary Secondary Higher
East Africa 10.2 352
West Africa 22.0 65.6
Asia 4.3 6.5
Latin America 4.1 17.4
Europe; Middle East;
and North Africa
__ OECD countries

Source: Appendix table 9:

R e A
NGO Jw.oo oo
LA .

X(] 19.1
6 137

acute shortage of qualified nationals. Generous
subsidies (say, through tuition-free higher educa-
tion) were given to encourdge a large increase in
the supply of graduates who could replace expatri-
ates in the economy. In many countries today,
however, qualified nationals are less scarce; in
some countries, there are even oversupplies of

graduates in some_fields; althoug ' shortages in
others persist. Yet this pattern of finance is perpet-

uated because governments often respond to de-
mands of articulate sucioeconomic groups for in-
creases in public funding for higher education; by
diverting resources from more socially profitable
levels of education: In short, too great a share of
public resources goes to higher levels of education
relative to lower ones.

Inefficiencies within Schools

Evidence indicates that resources are not being
used optimally at the school level: Often; the mix
of purchased inputs; such as teachers’ services and
pedagogical materials; is inefficient. {In such cases,
the same funds could achieve more if reallocated
among educational inputs.) Inefficiency also arises
when lower-income students with good learning
potential are not able to secure places at the next
grade level either because they drop oiit for eco-
nomic reasons or because they cannot compete
with students from higher socioeconomic back-
grounds. - ,

The present arrangements for financing and pro-
viding education contribute to both types of ineff-
ciency. Most public school systems collect and dis-
tribute revenue for education in a highly
centralized fashion: Revenues are drawn from gen-

16
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The box table shows the yearly allowances that
university students in some African countries re-
ceive to cover living experises. These allnwances (di-
rect payments) represert only a portioni of total
SUbSldlES sifice tuition in many courtries amotinits

to llttle or nothmg For most countries in Africa;
entire budget for hlgher education.

_ The amount given to the average university stu-
dent is large by any criterion. First, student allow-
arices exceed by more than 50 percent the amounits
required to cover such standard -living expenses as

food; lodging; and transport: In some cases; the ex-

cess above the standard for a uni\ierS|ty sthdeiu is
more than a country’s average per capita income.
Second, the student’s yearly allowance equals a sig-
nificant proportion of the average yearly salary of a
public servant.

Box 3. Living Allowances of University Students Are High

Box Table 3. Annual University Allowances in Selected African Countries; 1982

In Uganda, student all=-vances at various tertiary

institutions also represent a significant proportion
of these institutions’ total expenditure: in 1983;
they accounted for 12 percent of the budget in
Uganda Technical College, 15 percent in National
Teachers’ College, and a probably underreported

15 percent in Makerere Umversnry In Francophone

Africa; such allowances are even larger: Untl 1981

in Mali; 43 percent of the education budget went to
student allowances. In Burkina Faso, this propor-
tioi'i §tai'id§ at 35 p'er'cent The all'o”v'ven'ces givetl to

770 percent of the country s per capita income.
Similarly large sums are paid to students in the Cen-

tral African Republic, People’s Republic of the

Congo, Republic of Céte d’Ivoire, Niger; and Togo:

Allowance per student as percenmge of

Alloivance
- per student .

Per sluﬁml

Llumg expenses Am.'mgc pum‘c

Benin = _ 836 48 307 62
Burkina Faso 1,408 54 231 63
Cameroon 1,316 44 508 43
Cote d'Ivoite 2,128 55 168 24
Kenya 659 28 — 24
Niger 1,567 65 — 43
B Semegal 557 39 L —

— Not available.

Sonrce: Appendix table 8; Kenya from Kinyua and Olang (1984).

central ministry of edueatlonr. In turn; these funds
are allocated to schools and universities. In this
system, administrators; students; and parents play
only a marginal role in determining—indirectly
through their choice of schools—how school re-

sources are to be allocated. Typically, school ad-
mlmstrators are accountable not to parents and

inspecting, and enforcmg detailed guldelmes for
individual schools are likely to be high, these min-
istries set norms, such as for the distribution of

budgetary allocations between teachers’ salaries
©os
¢

17

and other inputs. If norms do not match the
school 5 needs or the community s preferences as

change them. As a result; the use of school re-

sources is inefficient: ) )
The problem has worsened in recent years be-

unable) to adapt to the scarcities of public re-

sources for education: In most cases, managers in
the public school system have nc incentive or au-
thority to adjust. Riiles g governing teachers’ qualifi-

catlons employment, and salaries are normally in-

11
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powerful force in defining and protzcting the sta-
tus quo. Thus much of the reduction in funds for
education has reduced expenditiire on other cate-
gories of school inpiits even more. For example; ir:

East African countries such as the Comoros Is-
lands; Ethiopia; Rwanda; and Tanzania, govern-

ments are hard-pressed to maintain textbook pro-
grams, especially in riral areas (Wolff 1984);
Similarly; in Jamaica, a recent Unesco study shows
that even though 20 percent of the state budget
goes to education, primary schools and somie sec-
ondary schools lack instriictional materials. In
fact, in most developing countries today; expendi-
tures on instructional materials account for a mi-
nuscule amount relative to the pedagogical mate-
rial used in advanced countries (table 6). These

spending priorities probably correspond to an inef-

ficient input mix, since increasine the supply of
textbooks appears to be highly cost-effective in

raising cognitive achievement (Heyneman and
others 1984; Fiiller 1985).

The high rate of repetition thar characterizes
many public school systems may also be a symp-
tom of the inefficient use of resources within
schools. When stiidents have no textbooks and
teachers lack relevant teaching materials, it is
hardly surprising that students must repeat grades
(table 7). Yet repetition does not necessarily in-
crcase learning. Table 8 shows that achievement in
reading comiprehension and in science and mathe-
matics is markedly less in low-income ccuntries
than in wealthier countries: High dropour rates

aiso indicate inefficiency. Part of the decision to
drop out must be due to nonschool factors (such as
the high opportunity cost of children attending
school who could otherwise help out in agricul-
ture). But sorie stiidents drop out because the ser-
vices provided are poor: , ,
Inefficiencies in student selection are also partly
attributable to the present financing arrangements.
At the lower levels of schooling; When uniform
subsidies are given to students and there is excess
demand for places, some wealthier students may
even invest in private tutoring or repeat a grade so
as to improve their examination scores. But
whereas these students may not need all the help

they get; poorer students may need more to cover

the personal costs of attending school and may be
forced to drop out, even if they are highly moti-
vated {box 4). In higher education, when credit
marKkets for students are absent; only qualified stu-
dents who have the requisite private funds at the
time of enrollment can matriciilate. If those who
enroll are less motivated or talented than those
who are too-poor to attend; the selection of stu-

This discrimination against poor students is
likely to persist even in countries where scarce
places are allocated on the basis of examination
scores. In Colombia; for example, 54 percent of
first-year students in higher education scored
lower vn aptitude tests than the corrésponding
cohort of sccnndary-school graduates who did
not enroll. Significantly, those who did not enter

Table 6. Annual Expenditure per Pupil ori Instriictional Material, 1980 o

___ Region

R Amount R
{U.S: dollars)

Nuniber
of countries

reporting

As ﬁertenmgé
of all recurrent
expenditure

Sub-Saharan Africa®
East Asia

South Asia
Latin America

Europe; Middle East;
and North Africa®

Developing countries
Developed countries

2.24
2.47
1.68
8.99

3.28
4.80

105.50..

14
5

23
15

(ST, ST IY
\D [ :pu-m

4
41
14 ) -

W N
NN Y

Notes: Expenditure refers to-nonteacher inputs in primary schools.

a. Developing cotintries south of the Sahara; excluding South Africa:

b. Excluding Kuwair.
Source: Appendix rable 10.
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ediy iower incomes tBan those who did (Jimenez
1985):

Social Inequalities

The prﬂsent dlstnbutlon of publlc expendltures on

ceive more suBsxdles (in absolute terms) than those
at the lower levels. Moreover, evidence indicates
that richer groups are overrepresented at all levels
of education; but especially at the urniversity level.

The disparity of public expenditure per student
among levels of education (relative to per capita
income) is shown in the first three columns of table
9. Public expenditure per student increases rapidly
with the level of education, especially in African

Percentage Percemage Number of
o surviving to repeating countries
_Region _ o last grade last grade reporting o
East A.rica 70:5 11:4 1t
West Africa 70.2 321 14
Asia : 569 9:1 9
Europe, MlddleﬁEgist, o o -
and North Africa. 80.0 13:3 12
Latin America and Caribbean 51.2 6.1 18
Deveioping countries 67.7 145 £4
Developed countries 91.1 85 4 o

Note: Last grade is defined as sixth grade -
Source: Appendix table 11.

Table 8. Achievement of Ten- to [ourteen-Year-Olds by GNP Per Capita in Selected Countries

: 1971 Gnp
— - S Nuniber of per capita L
Type of standardized test countries  (U.S. 1971 dollar:)  Mean test score _ o
Science/n athematics 9 . 100-450 243
7 450-1;230 27.5
i3 >1;230 32.5
Réadmg comprehension 3 <800 9.0
_ 3 >2;000 __ 26.8

Source: Appendix table 12.

Table 9. Public Expenditure per Studert on Educatior
around 1980

and Enrollment Ratios, Ma;or World Reglons,

Public expenditure per
student as perce:itage
of per capita GNP

Enrolliient ratio (percent) ~ Nuniber of

T N countrxes

Region Primarv _Secondary _Higher _Primarv _Secondary Higher _ reporting
Anglophone Africa 18 .50 920 77 17 1:2 16
Francophone Africa 29 143 804 26 13 23 18
South Asia . _ -8 18 119 71 19 4:4 4
East Asia and Pacific 11 20 118 87 43 9.1 6
Latin America 9 26 88 90 44 12:0 19
Middle East and ) B o - - 3 -
North. Africa 2 28 150 82 36 9.4 it
Develogmg couritries 14 41 370 75 23 6.9 74
Developed countries 22 24 49 100 80 21.0 20

Sourze: Mmgat and Tan (1985b):;

ad |
Vol
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Educational subsidies contribute to inefficiency
in the selection of students because they do not take
incomes arid studerits’ academic backgrounds into

account. Children in rural areas often pay lower

fees than their urban counterparts; but this advan-
tage may not compensate for the differences in in-
comes and the direct and indirect costs of attending

school. For rural children; the direct costs tend to
are greater. And because school attendance often

conflicts with children’s agricultural work, the indi-

rect costs from forgone production are substantial.
In urban areas, forgone production may also be an

important cost foi' poor children who need to help
with their families® businesses. . .

~ These costs influence families’ schooling deci-
sions. When public subsidies are inadequate; fami-
lies may terminate their children’s schooling, even if

their children have academic potential. Ini a survey
in Karnataka, India, nearly half of the parents cited
cost as the primary reason for terminating their
children’s schooling (see the box table);

ferences in academic achievement among students
are not taken into account in the distribution of

Box 4. Inefficiency within Schools Stems from Improper Student Selection

education subsidies and if subsidies are provided
uniformly to repeaters and nonrepeaters. In such

cases; poor but talented studerits might be excluded
from the next level of schooling even if examination
scores are the basis of selection since most poor
students cannot afford to pay for private tutoring (a

commonly used means of boosting examination
scores) or to repeat a class. In Kenya, for example;

Somerset (1974) notes that “even [a] highly intelli-
gent candidate [may fail] ro gain entrance to sec-
ondary school at kis first attempt because he is com-

peting with pupils who have had the advantage of

at least one more year’s intellectual growth”
(p. 179).

Box Table 4. Parents’ Reasons for Terrinating a
Child’s Schooling, Karnataka, India, 1981=82
{percent) L
__ Reason Sons  Daughters Al children
Lack of academic apritude 55 35 46
Direct or indirect cost 44 43 44
Orther 1 21 10 _
Source: Caldwell and othicrs (1983);

countries, where public expenditure per student on
higher education is twenty-eight (Francophone Af-
rica) and fifty (Anglophorie Africa) timies that on
primary education. Moreover, relatively few peo-
ple benefit from high public expenditure per stu-
dent in higher education: For the developing coun-
tries as a group, only 7 percent of the school-age
population enroll in higher education: As the sixth
column of table 9 shows; access to higher edu-
cation is especially limited in Africa and, to a
lesser extent; in South Asia. Moreover, miost of the
few who benefit from heavily subsidized higher ed-
ucation come from relatively wealthy homes. Ta-
ble: 10 shows that in Chile; €olombia; Indonesia,
and Malaysia, students from the upper-incorie
groups receive between 51 and 83 percent: of all
public expenditures on higher education; whereas

those from lower-income families receive between

6 and 15 percent: S ,
Those who enter higher education have bene-

fited not only from high unit public expenditure at

14

this level of education, but also from public expen-
diture on primary and secondary education. The
distribution of cumulative expenditure on educa-
tion received by individuals who have already left
the school-age range provides a longer-term view
of this inequality. Figure 1 is a Lorenz curve de-

Table 10. Share of Higher Education Subsidies
Received by Different Income Groups

{percenty S

Income gronp

Country Lower Middle Upper
Chile 15 22 @1
Colombia 6 35 60
adonesia 7 10 83

_Malaysia 19 38 51

_Note: The lower-income group corresponds to the poorest 40
percent except in Chile; wheré it corresponds to the poorest 30

percent; . S
Sowurce: Appendix table 13.

20



Figure 1. Distribution of Cumulative Public Educational Expenditure in the Aduit Population,
iitbiiﬁd 1980

Percentage 100 r

of pr-hlic
educational
expenditure
i Non-African
80 - developing
countries
c
60 |-

— Developed
couritries

All developing
countries

20

—— African

countries
20
0
20 40 .. 60 80 100
Percentage of population
Table 11. Share of Cumulative Public Educational Expenditure Appropriated
by Various Socioeconomic Groups, World Regions, 1980 S
Percentage in the Percentage of educational
popilation expenditure appropriated Appropriation ratio
(1) (2) __ . _ {2
o Rural  Manual White- Rural  Manual White- Rural  Manial  White-
Region® workers workers collar  workers workers collar  workers workers  collar
Anglophone Africa 76 18 6 56 21 23 073 119  3.78
Francophone Africa 76 18 .6 44 21 35 0:58 1:15 593
Asia - - 58 32 10 34 38 28 0.59 1.19 2.79
Eatin America 36 49 15 18 51 31 0.49 1.04 2.03
Middle East and - - N - o - L o o
__ Africa ] 42 48 10 25 46 29 0.60 0:35 2.87
Developing countries 58 33 9 36 35 29 0.60 0.98 3.48
_ ___ Developed countries 12 53 35 _ 11 46 43 0.95 0:87 1.20

a. The number of countries included in each region is given_in appendix table 14;
Source: Mingat and Tan (forthcoming} and appéndix table 14,
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picting the share of public educational expenditiire

(vertical axis) appropriated by the out-of-school
population, canked according to the terminal level
of education (horizontal axis): Perfect equality is
represented by the 45-degree line, so the more the
curve deviates from the 45 degrees, the more une-
qual the distribution. In developing countries as a
whole, those who have had no schooling or only
primary schooling represent 71 percent of the pop-
ulation but receive only 22 percent of all public
expenditures on education (point A in_figure 1):
Those who have attained less than university edu-
cation constitute 94 percent of the population and
have received 61 percent of these expenditure
(f)ériﬁf 3)} Thus, the 6 percent who have attained
higher education receive 39 percent of all public
expenditure. In Africa; the distribution is even
more unequal since the 2 percent who have at-

tained higher education have obtained 39 percent
(point C) of the total.

16

Inequality is exacerbated in that children from
higher-income groups are overrepresented in the

As table 11 shows, they appropriate relatively
more of public expenditure than lower-incomie stu-

dents. Because developing countries have little
data on iricome, distribution is categorized by oc-
cupation rather than income. But assuming that
white-collar workers earn more than manual la-
borers; who in turn earn more thaii fzrmers, higher
socioeconomic groups enjoy a dispropottionately
large share. On average, the children of white-col-
lar workers in developing countries accumulate
four to five times as much public education expen-
diture as do the children of rural workers. In Fran-
cophone Africa, children from white-collar fami-
lies accumulate over ten times as much as the chil-
dren of rural workers:



This chapter identifies policies that could redress
the inefficienicies and inequalities reported in chap-
ter 2. Prowdmg universz| prescriptions is impos-
sible since policies must be adapted to each coun-
try’s situation. But a core of general policies can
serve as guidelines for all countries. Suggested lere
is shifting part of the burden of financing educa-
tion from the statc to the beneficiaries: students
and their families: To this end, the foliowing poli-
cies could be considered, possibly as a package:

v Recovermg the publlc cost of hlgher educatlon

level with the highest social returns

e Developing a credit market for education, to-
gether with selective scholarships, especially for
higher education
- 'Decentralizing the managemient of public edu-
cation and encouraging the expansion of private
and community-supported schools.

These policy options may at first appear polm-
cally unpalatable-or administratively unfeasible:

Indeed, it may well be difficult to redistribute edu-
cational subsidies from the most articulate social
group (higher education students and their urban
families) to those living in rural areas. It may be

equally difficult to advocate p private schools in so-

cialist countries or in countries where they may
reinforce social divisiveness. And it may be even
more dlfﬁcult to create a credlt market for educa-
system is underdeveiopea Yet; as argued below,
gradual policy changes along these lines are feasi-
ble and are already taking place in countries with
widely differing political regimes. What follows is

an elaboration of why the proposed policies might

help promote development:

Policy Options

Selective User Charges and Reallocation
of Public Spending

One way to increase the efficiency and equity of a
public ediication Systeri is to impose selective
charges at higher levels of education and redistrib-
ute the revenue to lower levels: Such reallocatior
would help expand rhe mosr producrive form of
schoolmg) redirect state subsidies from the rela-
tively wealthy socioeconomic groups ro the poor-
est, and thus further both efficiency and equity.

Increasing Private Contritutions at Secondary
and University Levels

Given the héavy subsidization of higher education
in most countries, this level of education is the
natural starting point for raising charges in educa-
tion. There are two ways of doing this:

* Reducing student allowances. This may be the

most feasible method in countries where students
receive both tuition-free education and pocket
money.
. Chargmg for services. Besides reducing allow-
ances, authorities could start charging for tuition
to recover at least part of the cost of education.
Evidence indicates that people are willing to pay
for education. In Africa; private returns to higher
education are so high that even after student al-
lowances are reduced or fees imposed, higher edu-
cation will remain an attractive personal invest-
mernt {see table 3).

One manifestation of Elgﬁ private returns is the

strong persistence in many developing countries of
excess demand for education, especially at the uni-

17
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versity level. There are more willing students than
available places (box 5). This excess demand is
reflected in the high ratio of applicants o entrants
for higher education, as well as in the large numbe:
of developing-country students who apply to for-
eign universities. {T..c higher quality of foreign in-
stitutions is another rezson why stiidents study
abroad:) Although the costs at foreign institutions

are often much higher, many students are prepared

to work or borrow from relatives and friends t
obtain the necessary funds. ,

The available evidenc: suggests that, in man
developing countries, excess demand is so grea
that an incresse in fees for higher ecucation wouls
not affect overail enrollments much: Evidence als
suggests that households’ demand for education i
reiztively unresponsive to increases in private cost

(box 6). This implies that; within limitz, a rise ir

are ot enough places in scheol to accommodate all
who wish to enroll. Excess demand is common in
heavily subsidized systertis whete students bear lit-
tle (if any) of the cost of providing educational ser-
vices. But because government finances are tight,
only a limited number of students can be accommo-
dated in such systems. -
 Excess demand is especially evident in higher ed-
ucation: In Keriya, {nr example, only 21 percent of
qualified secondary graduates found _university
places in 1981 (Hinchliffe 1984). In Nigeria, the
average acceptance rate for university ediication
was only 16 percent in 1979-80; in some special-
ties, suich s business administration and law, it was
even as low as 8 and 5 percent; respectively (Ade-
sina 1982; Hinchliffe 1984). In Somalia, only 13
percent of the qualified students are expected to
gain admission to universities over the next five
years. In Singapore; the average acceptarice rate
was 43 percent in 1978, but it was much lower for
dentistry (26 percent) and business administration

countries, two students on average apply for each
university place (Schiefelbein 1985). In some coun-
tries; excess demand is not limited to public higher

education. In Indonesia, for example, where private
higher education is in its infancy, a recent study
(Hanovice 1984) of private institutions shows that
although fees are charged; only 30 percent of the
applicants can be accommodated.

High repetition rates at the secoridary level sormie-

times indicate unsatisfied demand for higher educa-
tion. In Mauritius, more than 40 percent of second-
ary students repeat at least one grade to improve
their chances of admission to higher education.

_ Often, local facilities cannot meet the private de-
mand for higher education. Consequently; a large

and growing number of students from developing

countries study abroad at their own expense (Lee

and Tan 1984). For example; one of four higher
education students in Greece (where private univer-
sities are constitutionally prohibited) attends z for-
eign university, often with the family’s financial
support. In Malaysia, where the government re-
stricts the operation of private institutions, a third

of the country’s third-level students in the early
1980s wgere studying abroad because lozal universi-

ties and colleges could not accommodate them.

Many Thai students enrolled in foreign institiitions
because of a shoriage of local places. In 1971, for

example, when only 30 percent of the applicaiits
were accepted locally; between 10,000 and 30,000
Thai students went abroad (Watson 1981). With
the enactment of the Private Colleges Act, which

permitted private institutionis to upen, the number
of students going abroad for education dropped. In
1978, some 7,090 students were enrolled in busi-

ness, accountancy, and language classes in local pri-
vate institutions. o
_ Excess demand for education is not limited to
higher education. In Malawi, secondary school
places meet only a third of the demand (Tan and
others 1984). In Kenya, a large proportion of stu-
dents retake the secondary entrance examination to
improve their chances of admission (Somerset
1974). In Tanzania, demand is so strong that many
of those who fail to get into public secondary
schools enroll in private institutions.

Excess demand may exist even at the primary
level in some urban areas. In Mali, Some parents

enroll children who fail to get irito public schools in
Quranic (Medersa) schools, which charge a fee. In

other countries, the strong demand is reflected in

the large class sizes in the first grade of primary
schooling. For example, class size often reaches 140

in Lesotho and 150 in Guiriea (Ainsworth 1984).
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Where tultlon costs are iow, many countrles L.ave
excess deniand for education at the higher and sec-
ondary levels. Increased fres will lower excess de-
mard, but they will have virtually no effect on over-

ali enroHnent

_ Even if there is no excess demand; the enroliment
declines caused by a moderzte rise in fees are rela-
tively small. In deveioping countries; fees are usu-
ally a small componerit of the total private cost of
schooling. Studics show tliat educational demand is
relat.vely Unzespensive to moderate i increases in the

private cost of education—price.inelastic, as econo-

mists say. Of course, how inelastic this price is de-
pends upon how demand is measured. In Colom-
bia; for instance, where derrand was measured by
household spending on edrcation, the percentage
drop in demand was less than the percentage in-
crease in price (seerappendxx rable 15): Thus, total

spending on edncatlon could be expected to in-

crease after fees rise. In Malaysia, demand was

Box 6. Enrollment Might Not Fall If Fees Increase

measured by the proportlon of children attending
school. Thus; 2 1 percent increase in the cost of
sending another child to school could be expected
to result in a drop of less than 0.04 perceiit (elastic-
ity,ore = —0: 039)i in thc proportion of the cohort

aged 6 0 11 years going to school. The drop in the

propomoq of the cohort aged 12 to 18 going to

school_was even less—abkout 0.01 percent (¢ =
—0.012)..

Each elastlcny reported in appendlx table 14 rep-
reserits an estimate at a specific point along a de-
mand curve that characterizes the relatlonshlp be-

tween desired schooling and the private costs of

obtaining schooling. Since elasticity may differ at
different. cost levels or for different household in-
comes, the impact of large fee increases would de-
pend upon assumptions made about the shape of
the demand curve over a broader raiige of fee in-
creases.

fees would mostly reduce excess demand and
wotild not cause a large proportion of those cur-
rently enrolled to drop out.

In several countries that have increased tuition
fees, enrollments have fallen less than expected. In
Maiiritius, for example; fees have recently been
introduced for university education, but enroll-
ments have not fallen:

Increased private financing might also be justi-
fied and feasible at the secondary level. In many
countries; secondary students are lodged and
boarded in tuition-free schools; this policy gener-

ares excess demand for secondary school places
and necessitates rationing. Here, too, increasing
user cha'rg'es ‘might be a'p’p'rdp”riaté since such a 'po'l-

Again, the extent to which fees could be mcreased
depends on such country-specific conditions as the
degree of excess demand and the elasticity of de-
mand.

Effects on Allocative Efficiency

The resources generated by increased prlvate con-

trlbutlons should be used to expand |nvestrnent in

educanonal quahty tﬁrougﬁ increases in experidi-
ture per pupil: Which educational level should
benefit from the increased revenie and whether

~ expansion should be quanfitétiiié or qnélitatiVE are

policy choices that depend on each country’s con-

ditions: In general, however, the resources gener-
ated by the iricreases in private finaricing should be
used to expand educatlonal 1nvestments whose

in some countries it may be politically difficult to
use funds from one level to expand another, heed-
ing this basic principle would ensure that the extra
funds are used as efficiently as possible.

In countries where primary enrollment rates are
low, the marginal returns to primary school ex-
pansion are most likely to exceed those to second-
éfy a”n"d'h’igh'é'r Edﬁtatibn In Sijch caSés' it Wdijld
the increased private financing of hlgher education
to expand primary educatlon.

butions to the ﬁnancnng of seeondary education

could also further the expansion (or improvement)
of education. For example, in 1978 the govera-
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An Example from Malawi

Secondary education is not well developed in
Malawi; in 1982; only 4 percent of the population
of secondary school age attended secondary school,

compared with 63 percent in primary school. The
relative scarcity of secondary graduates is reflected
in the high social returrs at this level of schooling:
21 percent for iower secondary and 15 percent for

upper secondary (Mingat and Tan forthcotiing).

Increasing investment in secondary education there-
fore benefits society.

 In recent years, however; Malawi’s governmernt
has had to restrain increases in public spendinug on
education because of economic difficulties, Demand
for places in secondary education has; as a result,

outstripped supply: In 1982, only 17,000 of the
50,000 candidates could be accommodated.

- Each student place in secondary education cos:
266 Malawian kwacha (K), abour US$280, in
1982. On average, students paid K30 in ruition and
K71 ini boarding charges. The reveaue from these
fees recovered abot 38 percent of the total cost of
public secondary education. The actual cost to the
government of enrolling each stident was therefore
K165 (0.62 x K266) a year. ,

The families of Malawian students also incur
substantial expenses for uniforms and transport to
school. Even so; increasing tuition fees is unlikely to
lower enrollment. At the current fee level of K30; a
1 percent increase i fees would lower demand for

secondary education by only 0.03 percent {Mingat
and Tan forthcoming). Even if demand were more

responsive to the cost of education, an increase in
tuition fees would reduce only excess demand, not
overall enrollment.
The impact of a fee increase on student enroii-
ment is shown in the box figure. For illustrative
purposes, the elasticity of demand is held constant
at —0.5; thus, demand drops 0.5 percent for every 1

Box 7. With User Charges; Education Can Expand with No Loss of Equity:

percent increase in fees alone. Because fees repre-

sent only a small portion of all private costs—in-

cluding forgone income and direct expenditures—
the demand based on_this assumption is highly
elastic with respect to all private costs: A lower (and

more realistic) magnitude for the elasticity would
reinforce the resilts shown here. The government
outlay for public secondary education is assumed to
stay at the current level, and the sxtra revenue gen-

erated by the fee increase is to be used solely to
create more places for secondary stiidents.

If tuition fees were kept below K95, demiand for
secondary education would still exceed the supply
of places. If fees were raised to K95; the additional
revenue generated would help secondary education
expand by 65 percerit (or by 11,100 places:) Of

course, fewer places would open iip if demand were
much more elastic. (If elasticity were, say; —1.0 in-

stead of ~0.5; isicreasing fees to K68 would elimi-
nate excess demand and the revenue generated
would increase the present supply by 30 percent, or
by 5,100 extra places.) Larger elasticity magni-
tiides; however, fly in the face of the empirical evi-

dence available for Malawi or other countries.
These calculations show that increasing user
charges for secondary education would be socially
efficient since the funds so generated would allow
more investment in secondary education.

Is increasing fees inequitable? The possibility that
some poor students might b¢ forced to terminate

their schooling could be mitigated by providing

scholarships selectively to these students. The eff-

ciency gains (the net benefits to society) in this case
wotld be smaller since the scholarships would re-

quire funds that could otherwise be used to increase

the availability of secondary places. If fees were
raised to K95 and if the constant fee elasticity of
demand were —0.5, 44 percent of the students cur-

ment of Bhutan spent more on secondary school

scholarships than on primary education: If these
scholarship funds were reallocated to primary edu-

cation, primary school enrollment could- nearly
double: In Botswana, public expenditure devoted

to scholarships at the secondary level represents
about 20 percent of the total primary school
budget. If the costs of board and lodging were
privately financed, the public funds saved could be

20

used either to increase investment in primary edu-
cation or to expand the supply of secondary school
places: , T

The choice between these alteratives again de-
pends on the relative returns to additional invest-
mient in the two levels of education. As shown, in
countries with a low primary enrolliient rate, the

returns on primary school expansion are likely to

exceed the returns on secondary education. But in



would be taken by those who can afford the in-
creased fees. To avoid this outcome, potential drop-
oiits could be compensated fully with scholarships.
(Thls assumption is conservative: some students
could probably continue their studies with less than

full scholarshlps ) lf the fee mcrease were accompa-

23,200, compared wlth ) 28 100 pla(.es without
scholaiships (see the box figiire).

Box Flgurc 7. Possible Expansnon of Sccondary Edu-

cation in. Malawi_ through User_Charges; with and
without Scholirship Scheme for Potential Dropouts

Anniial | Demaiid cutve with constant -
;t;q;(r an fee clasticity = ~0.5 Effective supply with
ees scholarship scheme
(k1vacha) )
7
d N\
./ Effective supply
7 \_/ without
9§ H—\.  scholarship
I= / _ scheme
71y \
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= | B
| _
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some other countries, even if primary education is

not universal, it might be more profitable to ex-
pand secondary educatlon smce umt costs tend to

prlmary level is extended to an even more geo-
graphically and academically diverse population:
As a resiilt, it might be socially profitable to use
onily some of the extra funds to expand primary

education and to allocate the rest to expanding

secondary education or even selected fields within

higher education. Although the relative social
proﬁtablhry of educatlonal investments varles W|th

expansmn in secondary education that could be
achieved by increased user charges at this level of
study.

Estimates for twelve African c countries illustrate
the potential for expanding primary education
through increased private contributions in_higher
education. As table 12 shows; by merely eliminat-
ing living allowances, enough public resources
would be freed to allow, on averagg, an 18 percent
expansion in the yearly primary education budget.
These extra funds could be used to finance an in-
crease in educational quality or in the coverage of

the primary-school-age population. An additional
expansion of 23 percent could be achieved if fees
were |nt:odueed to recover al,l operating costs in
higher education. Thus; if both kinds of subsidies
to higher education were fully withdrawn; the pri-
mary education budget could be expanded by an
average of about 40 percent in the twelve African
countries. (The result overstates the potential ex-
pansion since some of the “saving” would have to

Table 12. Potential Increase in the Primary
Education Budget in Selected African Countries,
around 1980

{percent) _

Increase in pnmary education
budget if higher education
stidents bear entire cost of

B Living  Operating

Country expenses cost. _ Both
Benin 18:9 5.0 239
Burkina Faso. 18.6 80 2656
Central African Republic 12:4 4.0 16:4
Congo 17.6 5.8 234
Cote d'lvoire 210 19.2 40:2
Malawi 8.6 as8 544
Mali 216 8:6 30:2
Niger 9.6 234 120
Senegal 20:4 48.5 68:9
Sudan 2.9 302 431
Tanzania 24.2 31:0 55:2
Togo 40.4 516 92.0
Average 18.0 22.5 40.5

Source: Based on Mingat and Tan (1985b) and World Bank
estimates for Benin and Sadan:
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scholarshlps for higher education, as discussed in

the next section, “Student Loans and Selective

Scholarships.”)
Clearly; how miich pr|mary education could be

expanded varies from country to country: In the
Corte d’Ivoire; Malawi; Seniegal, Sudan, Tanzanid,
and Togo, the potentlal ‘expansion in the primary
school budget ranges from 40 to 90 percent.
Among these « countrles, only Togo and Tanzania

have attained or almost attained universal primary
educatlon and could thus use the generated re-

ma|n1ng countrles, the enrollment ratio in primary
education would rise dramatically—from 76 to
100 percent in the Cé6te d’Ivoire, 59 to 91 percent
in Malawn, 48 to 81 percent in Senegal and 51 to

were used for quantitative expansion (table 13).
In such countries as Benin, Burkina Faso, Cen-
tral African Repiiblic, Congo; Mali; and Niger;
however; public savings from higher education
would be small because enrollment is low: Conse-
quently; the savings would permit a much smaller
expanS|on of the pr|mary school budget Table 13
versal | prlmary education would remain far beyond
reach even if all the additional resources were used
to increase coverage at the present cost per stui-
dent. Besides mobilizing more private resources to

Table 13. Curvent and Potential Primary

Enrollment Ratio in Selected African Countries
{ percent)

Potential ﬁiiiﬁkify -
Cuirrent enrollment ratio with

o enrollment  full cost recovery

Country ratio m_higher education®
Benin 65 81
Burkina Faso_ 20 25
Central African Republic 68 79
Cote d'lvoire 76 100
Malawi 59 91
Mali 27 35
Niger 23 26
Senegal 43 81
Sudan 51 73
Average o 49 66

a. Full cost recovery refers to the elimnation_of university stu-
dent. allowances and introduction of tuition payments to cover

Source: Table 12 and Unesco enrollment Statistics, Statistizal
Yearbook;
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finance higher education, other policy options for
expanding primary education would have to be
considered; including reducing the length of the

primary school cycle:
The generated revenue could also be used to im-

middle-income developmg countries in AS|a and

Latin America; as well as a few countries in Africa,
have almost achieved universal primary education.
The quality of primary ediication; however, is of-
ten low. (The significant effects of improving

school quality in all developing countries have
been reviewed by Fuller, 1985.) In particular, a
high gross enrollmerit ratic in primary ediication

(that is; the number of chlldren enrolled : as a per-
ten hides important 1nefliC|enCIes if only six of ten
students complete the primary school cycle.

For some countries; there are high returns to
expanding secondary education. Public expendi-

tures; however; have often been directed at the less
efficient modes of learning within this level. For
example, many governments have attempted to in-
troduce vocational training into secondary curric-
ula with the argument that the change would help
to prepare youths for the job market rather than
for advancemient to the next level of ediication. Biit
recent _research in Colombia and Tanzania sug-
gests that this policy has increased costs without
significantly improving the social benefits of sec-
ondary education (Psacharopoulos and Loxley

1985).

from other spec1allzat10ns In Thalland for exam-

ple; unemployment among humanities graduates is
high; but vacancies for qualified engineers remair
unfilled for months. In Perui, where the proportion
of university graduates in the population is similar
to that in some developed countries, the problem is
one of low quality of instruction.

In brief, recovering some of the cost of h|gher

educatlon and spendlng the 1 revenue on the most

conditions, could range from improvements in pri-
mary school quality to the expansion of selected
fields of higher education—would be an improve-

ment upon present arrangements: Also, the poli-



Q

ERIC

Aruitoxt provided by Eic:

cies suggested would tend to equalize the social

rates of return to the three levels of education.
Estimates indicate that reallocating the present
level of public resotirces toward the equall7at|on of
these rates would generate efficiency gains (at a
lower bound) equivalent to 0.5 percent of develop-
ing countries’ Gpr (Dougherty and Psacharop-
oulos 1977). Although these calculations are only
indicative; they demonstrate the magnitude of the
potential gains from reallocating educational re-

sources with the pricing policies described.

Effects on Internal Efficiency

The mtroduct|on of fees in higher education would
improve efficiency within the system because it
would prowde appropriate incentives, to both stu-

to scrutinize costs more
closely In Ghana for example a proposal in 1970
to introduce charges for university students’ board
and lodging prompted studert representatives to
propose ways to reduce costs {Williams 1974).

Greater cost-consciousness among students would

also encourage them to become more aware of the
cost differences between institutions. A greater de-
mand for adm|SS|on at the more efﬁaent |nst|tu-

tutions: As a result, efficiency in the overall system
would be likely to improve.

~ Efficiency would likely improve on at least two
further counts if fees were charged. First; student
selection would improve since those with little
chance of succeeding would be discouraged from
applying. Second, charging fees would lead to a
better match berween student ability and selected
fields of specialization: Indeed, if heavy subsidies
to higher education were reduced, the risk of fail-
ure would be shifted to some exterit from the gov-
ernment to the mdmdual As a result students

tors and pay close attention to their chances of
completing their education.
In general; increased private: ﬁnancmg at the | pr|-

mary level is not recommended since it might inter-

fere with universal coverage—a socially desirable
goal. But when resource transfers between levels of
educat|on and from other sectors are |mp05S|ble

efficiency within schools, especially if that revenue

administrative r|g|d|t|es such as those governmg
teachers’ employment, have prevented the reallo-
cation ,of resources among the various school in-
puts; the extra revenue could be used to increase
such crucial inputs as textbooks or other teaching
materials:

For example, in rural Mali, where ofie of three
schools has no textbooks at all (B|rdsall 1983a),

would allow schools to double the average number
of books per class and to provide at least one book
for classes that currently have none. In a few coun-
tries, user charges have been used to finance part of

the recurrent costs of education. In Lesotho; all
textbook costs at the primary level arc financed
from fees (Ainsworth 1984). In Malawi in 1983,
primary school fees were raised by as much as 50
percent in some grades. About 80 percent of the
fees collected at the primary level is used to buy
textbooks and writing and teaching materials. The
riéiﬁéihirig 20 percent covers the cost of repairs,

water, electricity; and other consumables. Al-
though the fee increase was substantial, a recent
study (Government of Malawi 1984) shows that
overall primary enrollments dropped by only 2

percent as a result:

Expandmg primary educat|on through increased

private contributions in higher education would
enable those who are now denied even bzsic edu-
cat|on to acqu|re l|teracy and numeracy. Equality

cation would improve dramatically:

In developing countries, 71 percent of the people
leave their school-age years with either no school-
ing or at most only primary schooling. Corre-
spondingly; they will obtain benefits amounting to
only 22 percent of the public expenditure on edu-
cationi. This share woiild rise to 64 percent if user
charges were introduced to recover all the public
costs of higher education and if the resources thus
freed were used to ﬁnance addltlonal places for
1985a). This redirection of publ|c expend|tures
would particularly benefit those from lower-in-
come groups since they are most widely repre-

sented at the primary level.
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The overall effect of a changc in the distribution
of public expenditures on education accumulated
in the primary; secondary, and higher ediication
can be determined by comparing the Gini coeffi-
cient correspondmg to the existing snuanon W|th
mary education through full cost recovery in
higher education. (A Gini coefficient valué nearer 0
represents more equal distribution and a value
nearer to 1 represents more unequal distribution of

public educational resources:) Table 14 shows that

in all regions the Gini cozfficient of the distribution
of public experiditure on education drops dramati-
cally; thus; such a policy would make the distriba-

tion of public resources for education much more
equal. For the developing countries as a group, the
change in the Lorenz curve is shown in ﬁgure 2.

__An important caveat is in order nhere: Within
higher education, introducing fees might force
some of the poorer students to end their studies.
But the potential loss of equity within higher edu-

catlon must, be welghed against the overall equlry

primary coverage Méfeoi'er any adverse affect
gated, |f,not neutrallzeu, w,|th selective scholar-
ships or fee exemptions for low-income students.

(The same argument holds true for fee increases in

secondary education; see the example in box 7.) In
some Latin Amencan countries; university fees are

Table 14. Gini Coefficient of the Distribution of
Public Expenditure on Education, Major World

Regions; around 1980

Gini coefficient

Aﬂer reallocation 0/ all
higher education subsidies

Region Actual ___ to primary education
Anglophone Africa 0.57 0:27
Francophone Africa 0.82 0.345
South Asia 0.65 0.32
East Asia and Pacific 0.50 0.15
Latin America 0.50 0.20
Middle East and ] o
- North Africa 0.57 0.22
DPeveloping couritries 0.60 0.27
Developed countries 0.22 0:04

.. Note: The reallocation is assumed to correspond to the intro-
duction_of full cost recovery in higher education.
Source: Mingat and Tan (1985a).
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pegged to family incorie, 5o that poor students | pay
lower tuition fees than the more wealthy. Another

way to avoid adverse equity imnllcatlons is to in-

,,,,,,,, [

edncéﬁon

charges in hlgher education will also improve the
future distribution of income. This policy enables
workers who would otherwise have been illiterate
to increase their earnings. For example; in eleven
developing couitties (Chile, Colombia, Ghana, In-
dia; Israel; Kenya;,; Malaysia, MeX|co ngerla

Phlllpplnes and Uganda) prlmary educatlon on

(Psacharopoulos 1973 p. 185).

In other countries, the extra funds from in-
creased fees in hlgher education would permit an
improvement in the quality of primary schooling.
In Latin America; for example; enrollment in pri-

mary education is ncarly unlversal but ‘many stu-
study; such pupils often lapse into illiteracy. If the
quahry of their educanon ‘were improved, children

improvement in school quality would enhance eq-
uity by benefiting those at the lowest rung in the
educational ladder and by reducing the incidence
of dropout; a problem more common among chil-
dren from low-income families. And among those
who still drop out; the higher quallty of their edu-
cation might help them to acquire more knowledge
before they leave school and to retain more of
what they have learned:

In some countries; primary education is univer-
sal and of relatively high quallty In that case; extra
funds from increased fees in higher eaucation
could be used to expand secondary schooling or
selected fields in higher education: Increased access

would |mprove eqmry at these levels And if some

would be improved still more.
Student Loans and Selective Scholarships

Increasmg private costs might keep qualified stu-
dents from ‘poor famllles out of school unless they

Because few developlng countries have well- func-
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Figure 2. Distribution of Cumulative Public Expenditure on Education before and

after a Policy Change, Developing Countries, around 1980
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tioning capital markets and because students lack
collateral; many individuals cannot borrow to fi-
nance their own or their children’s education even
though the returns on such 1nvestments are hlgh

anices in higher education could be supplemented

by student loan schemes to improve individuals’
access to financial credit: In addition, selective
scholarships could reduce the loan burden on
poorer_ students and provnde performance 1ncen-

scholarship schemes should be tailored to suit each
country’s conditions.

Creation of a Credit Market for Education

Without well-functioning commercial credit mar-
kets, people must often borrow funds from rela-

tives; friends, or mdneylendefs These sources of
credit are inefficient since the ability to borrow
depends on whom the borrower knows and
whether willing lenders can be found.

In some countries; commercial credit markets
work well; but people still face difficulties in bor-
rowing to finance education or training. Extensive
financial regulation may limit the total supply of
lendable funds in the economy, and private banks
may be unwilling to lend to students. Education is
a particularly long-term investment; and risks are
high because few students have acceptable collat-
eral and graduates may be unable to repay loans if

they areill or unemployed Then, too, many devel-

framework to enforce financial contracts effec:
tlvely The administrative costs of collectlon tend
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commercial banks are simply too small to absorb
these high risks and costs without charging pro-
hibitive interest rates.

- Governments can play an important role in alle-
viating students’ difficulties in obtaining educa-
tional credit: Whether they make the loans or in-

sure commercially loaried funds; governments are
big enough to absorb risks that private lenders
cannot or will not bear. In addition; collectioi: f
repayment may be less problematic sifice most
graduates can be traced through the government
bureaucracy ot throtigh the income tax system. If
loans are under governmental authority; employ-
ers may also be willing to make deductions from
former students’ salaries for loan repayment. Some
types of loans, such as those for medical studies,
could be repaid through national service in de-
prived areas of a country.

In several developed and developing countries,
governments already provide educational credit
(box 8). Somie state-owned banks provide student
loans, particularly for higher education. In some

instances; a government-backed guarantee encout-
ages private banks to provide student loans. Such
schemes are popular among students in many
countries. In the United States, lending to students

under government guarantee has also been highily
popular among commercial banks. Since the Guar-
anteed Student Loan Program was established in

rowed to finance their studies: In 1984—85, the
program served 3.4 million students—some 28
percent of all American postsecondary students. In
some developing countries, loan programs have
also expanded rapidly. In Colombia, more than
30,000 student loans were awarded in 1984 for

-In more than thirty coufitries, students can bor-
row to pay tuition fees or to meet living expenses
while they are enrolled in higher education.

_ Governments in several developed countries, in-
ciuding Canada; the Federal Republic of Germany,

Japan, Sweden, and the United States; provide most
financial aid to students as loans. Student loan pro-
grams exist in miost Latin Amierican countries, in
some African countries (Keriya, Lesotho, and Swa-
ziland), and in some Asian countries (India, Malay-

sia; Pakistan, Singapore, and Sri Lanka). )
Bccause many of the loan programs were de-
signed primarily to expand educational opportuni-

ties for the poor, the interest charged is generally
below miarket rates. Although these programs rely
heavily on public funds; some developed countries
have begun to recover the cost of the loans. For
example, the U.S. government’s new program (Par-
ent Loan for Undergraduate Students, or pLus) pro-

vides little subsidy, and the German government

has replaced student grants with loans as part of its

policy to rediice public expenditure. =
Experienice in both developed and developing

countries has shown that studenit loaris are feasible,
despite the problems associated with high default
rates and the decapitalization of programs that oc-
curs because real interest rates in some developing

courtries are low or evern negative. Such problems

Box 8. Studerits in Many Couintries Can Get Loans

plague other sectors; including agriculture and
housing, and they are surmountable. The answer is
not to abandon educational credit but rather to im-
prove the efficiency of credit institutions and their
mechanisms by aligning interest rates with those
that prevail in the free market and by improving
collection procedures.

Box Table 8. Niimber 7bfrf(7)u:5téndrihg Student

Loans; Latin America; 1978

Country and namie. or Gcronym
jare ar acrony,

Outstanding student loans

of stude " (mermher)
Argentina (iNCE) 1,400
Bolivia (civep) - 476
Brazil (arrus) 3,084
- {Caixa Economica Federal) 354,588
Chile {Catholic University) 1,982
Colombia (ickTEX) 53,865
Costa Rica (CONAPE) ] 1,286
Dominican Repiiblic (icr) 10,097
Ecuador {tkck) 15,803
E} Salvador (Educredico) 2,350
Honduras (Educredito) . 1,740
Jamaica (Students’ I:van Burcau) 6,875
Nicaragia (Educredito) _ 630
Panama (1FaRrnu) 5.800
Peru (iNnaBrc) 274
Venezuela (Educredito) 2,866
__{3ACOEDO) 2770

Source: Woodhall fi’)ii.ﬂi
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students in other Latin American countries also
borrow to finarnce their studies (boxes 8 and 9).

Critics of lo'a'n schemes argue that they are 'difﬁ:
prohlems are high default rates and the high costs
of collecting small loans over ten years or more

shows that these problems are sometimes exagger-
ated. In the Ynited States; defaalt rates on student

3 percent; which ccm \pares well with default rates
on other forms of credit (Hauptman 1983). In de-

evaluate sinice loan schemies are relatively nevv. But
in some countries in Latin Ametlca—, where experi-
ence with loan schemes has been extensive; the
incidence of default or late repayment has been

Box 9. Student Loans Can Work: The Examples of Colombia and Barbados

The ﬁrst student loan in Latiri América Was madé

Educatwo y Estudios Técnicos eii el Exterior (ICE-
TEX), which was established to provide loans first

for postgraduate study abroad and later for higher

education in Colombia:
Between 1953 and 1963 only a few hundred

number had mcreased to more than 4 500 loans a
year. In 1984, loans totaled more than 30,000 and
covered abotit 10 percerit of all umversny studerits.
Recently, loans in which repayment is borne partly

by the students and partly by their parents have
been introduced.

_ The rate of interest charged on student loans var-
ied w1th the mcome of the graduate and repayment

rate, however, and because mﬂatlon rates have been
high in Colombia in recent years, the graduates

were paying a negative interest rate: Because of a

rapid increase in lending, ICETEx depends on gov-
ernment funds, but in 1979 nearly U<$150 000 (or

loan repayments.
In Barbados, the Student Loan Revolving Fund
was established in 1977 with the help of a loan

from the Inter-American Development Bank: Be-
tween 1977 and 1982, some. 118 loans were pro-
vided to students for hlgher education or postsecon-
dary training. A tracer study conducted in 1982
shows that most borrowers had completed their
stiidies and that 87 percerit were worklng in Barba-
dos Elghty elght percent of the loan .ecipien

came from families with incomes below US39,000:

after completing their studies, 65 percent earned
more than that. After repaying the ioan; a student
could expect a private return of 26 percent on uni-

versity education and 33 percent on postsecondary
technical education.

The student loan j program is consndered a success
in Barbados. Arrears are low, and in 1982 interest
payments by graduates covered all administrative
COStS:

‘The government of Barbados plans to expand the

entlre scholarship program; whlch in 1981 82 cost
élﬁ'idét US$670 000, ii‘ifo é mixt’ure bf lbén an’d

and level of ificomie; Students in vocatlonal second-

ary education would receive 50 percent grants; un-

dergraduates would recere 25 percent grants; and

ing funds would go out as loans. The planned loan
scheme would enable Barbados to reduce expendi-
tures for scholarships and shift subsidies from
higher education to secondary education: Addi-
tional resources would be saved by giving teachers

in-training loans instead of increased salaries:

Box Table 9. Growth of Educatlonal Credlt
Btoud.,dby Colombla 5 lch.xﬁ] 95384

s cparded
Year  For study abroad  For study in Colombia
1933 _74 ._0
1958 217 177
1963 277 207
1968 751 3,780
1973 280 14,145
1978 741 21,639
1981 619 26371
1982 473 25,856
1983 741 22546
1984 996 79;2()6
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iow (Woodhall 1983): In Costa Rica; only 0.5 pet-
cent of the debts due for repayment in 1978 siif-
fered from such problems; in Brazil, only 2 per-
cent; in Colombia, Honduras; Jamaica; and
Mexico, between 5 and 11 percent. In Ecuadot,
Peru, and Venezuela, however; the rates of defaiilt
were much higher.

To some extent, the variation in default rates
reflects differences in definition: a distinction is not
always drawn between those who missed one or
two payments early on and those who cannot or
will not repay (Woodhall 1983, p. 48). This mea-
surement problem aside; high default rates some-
times reflect poor recordkeeping by the loan
agency or a failure to establish appropriate eligibil-

ity criteria for loans. Weak students are more
likely to drop out and not have enough earnings to
repay their loans. A report on the Dominican Re-
public concludes; for example; that “loan defaults
occur almost exclusively among stiidents who
leave school before . . . [finishing] . . . the
course” (A 1981, p. 40). This finding parallels
that in studies of credit schemes in other sectois.
Von Pischke and others (1983), for example, show
that agricultural credit schernes tend to be success-
ful in projects that are economically sound: In such
projects, substantial increases in farmers’ incomes
enable them to repay their loans. The selection of
projects is therefore important to the siiccess of the
loan scheme. If ediication credit schemes are to
succeed, eligibility must be closely evaluated so
that loans are provided only to students who are
likely to succeed in their studies. ) )
As for administrative costs, evidence from a few
countries suggests that stich costs are not exorbi-
tant (Woodhall 1983). In Sweden,; the Central Stu-
dent Assistance Committee (the state agency that
administers student loans and other forms of assis-
tance) calculated that in 1980-81 administrative
costs represented only 1.8 percent of total expendi-
tures on student aid: In the United States, the Cori-
gressional Budget Office estimates that in 1980 the
annual cost of servicing student loans ranged be-
tween 1.5 to 2 perczat of the loan principal; com-
pared with the usual range of 0.25 to 3.75 percent
for housing loans: In Latin America, one study
(Herrick and others 1974) shows that in severa)
studenit loan institutions 12 to 23 percent of the
total annual outlay was spsat on administration.
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Yet researchers point out that administrative costs
tend to be proportionately higher for growing in-
stitutions and should fall in several countries as
economies of scale increase. According to the A1D;
the estimated cost of administering student [oans
in the Dominican Republic is probably between S
and 8 percent of the average loan of RD$1,000 to
$1,500. L
~ So far, default and collection problems have
been neither intractable nor universal in most de-
veloping countries where student loan schemes
have been established. Specialized institutions,
such as 1CETEX in Colonibia or the Student Revolv-
ing Loan Fund in Barbados, can be viable. Experi-
ence in other countries; including Brazil, Pakistan,
and 5ri Lanka;, suggests that comimercial banks can
be induced to set up governmcnt-guaranteed edu-
cational credit programs. In the United States; a
secondary market for student loans (the Studert
Loan Marketing Association, or Sallic Mae) has
significantly increased the volumie of student loans.
No secondary market exists ‘n a developing coun-
try, but some governments pass nontraditional
soiirces of revenue on to banks to offer as student
loans: For example, some of the proceeds of Bra-
zil’s national lottery go to Caixa Economica Fed-
eral for student loans. ,
To date, few of the world’s poorest countries
have instituted loan schemes. Most Sub-Saharan
African countries have opted for free higher educa-
tion with substantial cost-of-living allowances;
thus there is need for student loans. A few t4at
have tried simultaneously to raise fees and institute

loan schemes have experieniced difficulties; some-
times for political reasons; for example; in Ghana,
the policy reform in 1971 was unaccompanied by
an adequate explanation of the scheme. Other
countries, such as Kenya and Nigerid, experienced
problems in collecting repayments. Evaluations in-
dicate that repayment difficulties arose not because
graduates could not generate enough incorme to
repay the loans but because of faulty administra-
tion (Woodhall 1983). Because building an effec-
tive administrative institution is a prerequisite for
a successful loan schente; educational credit for
low-income countries could be introduced on a
small scale: As the public becomes more aware of
it, ard as administrators or even private financiers
acquire more experience, the scheme could then be
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enlarged gradually: In the transiuon, selective
scholarships could be used more liberally to ensure
access for deserving poor students.

Commonly, student loans are subsidized: bor-
rowers pay little or no interest; and governments
sometimes cover lenders’ administrative costs.
Such subsndles may be necessary initially to make
student loans acceptable and to relieve hardship
for families, unemployed graduates, or other dis-
advantaged groups. But dependence on subsidies
implies that loan programs will never become self-
ﬁnanced In addition, subsidized loan Seheri*és are

since the subsidies are hidden, they are likely to
reach groups other than the intended recipients un-
less eligibility for such loans is carefully defined. If

a government wants to subsidize higher education,

it should make alrect grants. The experlence W|th
many schemesr,,a maln cause of failuire is the low
intevest rates charged on the loans {von Pischke

‘,’,",‘!,ch"rs 1983). Since there is a substantial grant

element in the loans, the programs become decapi-
talized over time and thus lose their viab:lity.

The Effect of Tuition Charges and

Loans on Cost Recovery

This section presents estimates of the cost recovery
that can be achieved in higher education through
student loans and increased tuition charges. The
outcome depends on the following factors: coun-

try-specific conditions that influence the public
cost of higher education per student, the profile

of graduates’ earnings, variations in repayment
terms, and the incidence of dropout, repetition,
and default.

Public expend|tures and ¢ earnmgs for four major
regions are expressed as multiples of the average

per capita GNP in table 15. n the two African re-
glons the publlc expendlture per . student is espe-

=xpenses. As shown in box 3; in many African
countries, such allowances accounted for aboiit
half of all public costs of enrolling each university
student. In Latin America and Asia, however; stu-
dents are usually expected to finance their living
expenses.

Table 15. Public Expenditiire per Studerit in
Higher Education and Earnings of Graduates,

- Public
expenditure per
Stident .
in higher  Earnings of

o education*h graduates? Ratio
Retion (1) (2) (21
Anglophone Africa 9:2 10:0 1:1
Francophone Africa 8.0 19.4 24
Latin America 1.2 34 28
Asia - 09 ?}J}W - }j{,
a. Unit public expenditures

pressed as multiple ta
__b. _Includes srudents allowances for Ilvmg expenses: such allow-
ances are a major component of public expenditure for higlier
education in Anglophonie and Francophone Africa, but are negligi-
ble in Latin America and Asia.-_

Source: Mingat and Tan (1986b).

The data in table 15 'pr’o'vi'd'e a first indication of
the feasibility of fully recovering public expendi-

tures throug!: a student loan scheme. In Asia, the

relatlvely hlgh rat|o oetweer. graduates earnmgs
ediication suggests thiat students could probably
afford to repay the government for their educa-
tion. The corresponding ratio for Anglophone Af-
rica, however, is relatively low, indicating that stu-
denits there would be likely to have greater
difficulty in repaying loans equivalent to all the
subsidies they now receive from their govern-
roents.

SCheme depends cruaally on the repayment terms:

It is in the government’s interest to keep the repay-
ment period short so that the loan scheme becormies
self-finanicing rapidly. The student, however,
wants a long repayment perlod so that the debt
burden does not become insupportable; especially
during temporary unemployment or the extended
job search that often follows graduatlon The
influenced by the polltleal aeceptablllty of the cor-
responding debt burden and by thie administrative
feasibility of keeping track of borrowers over an
extended period.

The calculations presented in tables 16 and 17

simulate a range of outcomes corresponding to
* various repayment periods and to the proportions

29
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Table 16. Student Loans in Africa: Percentage of Initial Loan Recovered under Various Repayment
Terms, with Optimistic and Conservative Assumptions, around 1980

Optimistic assumptions: Conservative assumptions:*
__share of graduates’ shure of graduates’ .
o ammal income 1o repay Toan amniial inconie to repay loan
. Repayment — — —
_ Region (years) S Percent 10 Percent 1§ Percent S Percent 10 Percent 15 Percent
Anglophone 10 16 32 49 10 20 30
Africa 15 24 47 71 15 30 44
20 30 60 90 19 38 57
Francophone 10 36 72 108 22 45 67
Africa 15 53 105 157 33 66 99
20 67 134 201 43 8 128

._Note:_Calculations assume a 5 percent real rate.of interest: Figures sver 100 percent car be interpreted in one or all of the following ways:
{a) a smaller proportion of income allocated for loan repaysient would achieve full cost recovery; (b) a shorter repayment period would
achieve full cost recovery; or (c). graduates wotld h'zi\'fefti)ié financial capacity to repay a larger loan.

. a. Optimistic assumiptions: all stiidents comiplete their studies on time (that is; without repeating or dropping out): they start repaying
their 16ai’s immediately after graduation, without the benefit of a grace period; the default rate is zero. .

b. Conservative assumptions: 20 percent of the intake complete their studies on time; 30 percent repeat one year; 20 Iercem repeat two
years; 20 percent drop out after one year; and 10 percent drop out after two years: all borrowers enjoy a grace period of two years; the
default rate is 15 percent (that is; 15 percent of the borrowers fail to repay their loans);

Sonrce: Mingat and Tan (1986b).

of a graduate’s current income allocated for loan assumptions: only 20 percent of the intake com-
repayment. They are based on the public expendi- plete their university cotrse on time, while 30 per-
ture and salary structures shown in table 15 and cent repeat one year; 20 percent repeat two years,
they take into account that the graduates’ incormes 20 percent drop out after one year; and 10 percent
tend to increase with age. The simuilations assume drop out after two years. It is assumed that all
that a § percent real intetest rate is charged on the borrowers enjoy a grace period of two years. The
ioans. Two sets of results are reported: The first set default rate is assumed to be 15-percent.

corresponds to simulations under the optimistic The results for Africa assume that the loan given
assumptions of no repetition, no dropout, no grace equals the current public expenditure per student
period; and no default. This indicates the maxi- in higher education (rable 16). Such 4 loan woiild
mum possible rate of cost recovery for given terms be large enough to cover all tiiition and living ex-
of repayment. The second set of results; in tables penses. The simulations indicate; however; that a
16 and 17, is for simulations under conservative loan of this size would probably not be fully re-

Table 17. Stiident Loans in Lé'u;rii America and Asia: Percentage of Loan Recovered under Various
Repayment Terms,; with Optimistic and Conservative Assumiptions, around 1580 _

Optinistic assumptiois: Conservative assumptions:®
share of grad tes’ ____share of greduates’
: annual income 1o repay loan annual income to repay loan
o Repayment —————— - - -
Region {yecars) S Percent 10 Pzreent 1§ Percott S Percent 10 Percent 15 Percent .

Latin 10 42 84 126 26 52 78
America 15 61 122 183 38 77 115
20 78 156 234 50 99 149
Asia 10 66 132 197 4] 82 123
15 |96 191 287 60 120 181
20 122 245 368 78 156 233

Note: See-table 16 for explana:ion.
Sonrce: Mingat and Tan (1986b).
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example, in Anglophone Africa, if graduates were

required annually to allocate S percent of their ciir-
rent income for loan repayment over ten years,

only 16 percent of the loan would be recovered

under optimistic assumptions: In Francophone Af-
rica, these repayment conditions i.nply a 36 pet-
cent rate of cost recovery. Since public expendl-
tures per student in higher education are

comparable in these two regions; the more favor-

able outcome in Francophone Africa mainly re-
flects the higher salaries gradiates in this region

receive, as indicated in table 15. Not surprisingly,
the performance of the loan schemes worsens un-
der the conservative assumptions. The rate of cost

recovery-—W|th the preV|ous terms of § percent of

years—drops to only 10 percent in Anglophone

Africa and to 22 percent in Francophone Africa.
As table 16 indicates; for full recovery under
relatively easy repayment terms—sav, less than 10
percent of income over ten years-—the loan
amount would have to be reduced drastically. Stu-
dents are likely to commit themselves voluntarily

to smaller loans if current subsidies are converted
to loans sirice they miust then bear the cost of 2 any

wastage personally Insome Afr|can countries, stu-

be rediiced by 25 percent on the assumptions that
allowances account for half the total cost and that

operating costs remain at current levels. Corre-
spond|ngly, all the rates of cost recovery reported
in_table 16 would increase by 33 percent. Given

this possibility, student loan schemes look promis-

ing as an instrument for cost recovery in African
higher education, particularly in Francophone Af-
rica. Students’ inability to repay an excessive living

allowance argues not against the loan scheme |tself
but rather for smaller student loans. In
Anglophone Africa, the rate of cost recovery
would nevertheless remain low. To improve it,

complementary pol|C|es to reduce the operating
cost of higher education; and thereby the size of

loans to cover tuition, should be :onsidered.
The S|mulatlon results for Lat|n Amerlca and

subsidies can be recovered through loans while

keeping the repayment burden relatively low (table

17). (They are reported separately to emphasize

that in these regions public expenditures cove" the

operating costs of higher education but #or stu-

dents’ living expenses.) In Asia, nearly all costs

would be recovered if graduates were to allocate

annually 5 percent of their current income toward

loan repayment over fifteen years under the opti-

mistic assumptlons. In Lat|n Amerlca these terms

recovery would bc lower if allowances are made
for repetition;, dropout, grace period, and default.
The simulations show that the rates would never-
theless "emaln substant|al

allowed to borrow t to finance both tuition charges
(which are set to cover full operating costs) and
their l|V|ng costs. Ir: fact; in Asia and to a lesser
extent in Latin America, graduates could probably

repay a loan that covers more than full tuition

costs; as assumed in the calculations in table 17.
For example, under the conservative assumptions,
if Asian graduates annually allocated 10 percent of

their income for fifteen years after graduation, they
could finance all tuition charges as well as living
expenses amounting to 20 percent of the tuition
charges—and more with somewhat stiffer terms.
But is it politically and adminuistratively feasible to

implement the repaymer* terms needed to recoup
the larger loan? Where such consideratioiis pose
no problems; aiid where the simulations in table
17 show a cost-recovery rate exceeding 100 per-
cent, the loan amount could be increased accord-
ingly to enable students to meet at least some of
their living expenses. Prov|d|ng larger loans would
further widen poorer students’ access to higher ed-
ucation.

Additional Efxects of Student Loans
on Efficiency and Equzry

Apart from increased cost recovery, loan schemes

have other positive effects. Competition for places
in hiy -er education would no longer be limited to
applicants who can pay at the time of enrollment.
Since a larger number of highiy motivated students
would be able to compete for places, a better selec-
tion of students for higher ediication is likely to
result. One study (Pinera and Selowsky 1981)

shows that by enabling qualified students from
31
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poor families to enter higher education, a well-
functioning loan scheme can generate substantial
Efﬁciency gains, though the size of such gains var-

ies by country. Another study—of Argentina, Co-

lombia, and Panama (Herrick and others 1974)—
finds that students with loans are more likely to
complete the|r stud|es successfully, and in the min-

I:oan schemes may also |ncorporate |ncent|ves
on tifme or who attain h|gh levels of achievement to
write off part of their debt. In other words, for
selected students part of the loan is converted to a
grant Such incentives have recently been |ntro-

plaiis to introduce a loan-grant program to replace
the current scholarsfnp program (see box 9): Nu-

merous countiies have experimented with incen-
t|ves to encourage students to choose certa|n occu-

reC|p|ents to become teachers (say, by writing off

part of their student debt) may be more efficient
than generally increasing teacher salaries, which
would eiitail substantial extra costs throughout the
education system.

A system of loans is also much more equitable
than the unselective subsidies that many develop-
ing coutries now use since under a loan system
those who derive substantial returns from their ed-
ucation are required to help pay for it; as demon-
strated in analyvses of loan schemes in Kenya (Rog-
ers 1972; Fields 1974) and Nigeria (Mbanefoh
1980). Ini addition; loan schemes can incorporate

special features that further promote equity. For

example; in Honduras, the interest charged on
loans varies with a graduate s ificorne, an arrange-

sient that alleviates the hardship faced by those

who are temporarily unemployed or who fail to
obtzin high-paying jobs. In general; a loan scheme
can ensure that poor students who ant|C|pate bere-
fits but lack current means to pay léees or living
expenses are not excluded. Such a scheme gives
families or students access to finance when needed

and enables them to repay the debt when they can
afford it.

Selective Scholarships

Loan schemes can help students to finance the pri-
vate cost of higher education. But they cannot en-
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tirely replace scholarships as a source of financial
aid; especially for qualified students from very
poor families:

Scholarship programs remzin important because
they ease the transition to greater cost recovery in
h|gher education. But their deS|gn necessar|ly var-

fees is steep and rapid, and when loan schemes
have not started, it would be appropriate initially
to ayond,overly,restrlfctwe criteria_for selecting
scholarship recipients. Bt greater selectivity might
be called for if the fee increase is modest and im-
plem=nted gradually, if loans for education are
easy to obtain, and if most students in higher edu-
catioii come from wealthy families.

Scholarships are also desirable for influencing

individual decisions to invest in education. Even in
countries where loan schemes are well establlshed

they are considered high-risk borrowers: Such pet-
sons tend to come from the poorest families.
And being generally more risk-averse than pcople
from wealthier families, they are less likely to
borrow for education, even if loans are avail-
able: By reducing some of the risk, scholarships
can provide the incentive the poorest families
need to apply for higher education. Improved
efficiency in student sclection results since z
larger pool of candidates is able to compete for
admission; 7 ] )

Selectmty——based on economic need and
mer|t——1s an |nd|spensable feature of all scholar—
more scholarships in h|gher education diverts re-
sources from, say; primary education; where the

social returns might be higher. In addition; al-

though scholarships can improve equity in higher
edu:-ation, they do so at the cost of fewer resources
for lower levels of education and therefore; less
improvement in equity in the educat|on system as a
Whole.

however. For example, determ|n|ng el|g|b|l|ty for
selective scholarships based on financial need is
difficult without accurate income data. But other,
simpler ways of identifying the needy could be
used, depending on the local context. Eligibility for
scholarsh|ps could be restricted, say, to groups

broadly defined by geographic region, parents’ oc-
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cupation, and eligibility for other forms of govern-
ment aid.

Decentralized Edtiéatiéti tﬁ;éﬁgﬁ Private

Most schools in developing countries are owned,
administered, and financed by central gébéfn-
ments. Private and locally run schools arz tightly

controiled and sometimes even promblted Al-
though inonitoring, inspection, or accreditation
may be needed to expose fraudulent institutions

and ensure that schools promote national unity,
unnecessarily high or rigid standards inhibit the

decentralization of educatlonal services—an un-

fortunate result Since decentrallzatlon .allows more
local resources to be mobilized for education:

Easing Restrictions on Private
and Locally Run Schools

Restrlctlons on schools could be eased |n several

they exist) and allowmg prlvate and local schools

greater freedom in setting fees, selecting curricula,

and hiring teachers: In many countries today, na-
tional policies or the state constitution prohibits
private schools and universities. For exampl

For example,
Congo, Ethiopia; and Nigeria have abolished or
have attempted to ban private schools through leg-
islative action (Cowen and McLean 1984).

A more corimon restriction on private schools is
the i imposition of norms regarding fees; the hiring
of teachers; teachers’ qualifications and salaries,

curriculum content, and student selection. Such
regulations can stifle private education; the key is
the degree of regulation. In Cameroon, Chile, and
Colombla, for example, the governments deter-

mine the fees charged by private schools {Schiefel-

bein 1985). Other countries, such as Jordan and

Zambia, have simply declared that all primary ed-
ucation must be free. In some countries, restric-
tions apply not only to schools owned by individ:

uals or religious institutions but also to those
operated bv community groups—parents, _neigh-
borhood associations; occupational guilds, or even

entire local political subdivisions; such as villages

or districts: 7 , L
Such constraints often prevent private and local

schools from responding adequately to their con-
stituents’ changing needs. As a result, not enough

-~

i,

school places are offered, and the type and quallty
of ediication may not bé what parents and students
want. To counteract this inefficiency, central au-
thorities could loosen (but not necessarily give up)
their administrative and financial control over edu-
cational systems. Schools would then be account-
able to both central authorities and local groups,
including parents; villages, neighborhood associa-
tions; and other forms of local government.
‘Community-run schools could be organized and
administered by recognized local governments:
These bodies should also be given the freedom to
wsobilize additional resources through fees and lo-
cal levies. Without this latitude, they would de-

pend too heawly on the federal government for

financial as¢|stance The central government can

sistance as a reward for local fundralsmg
Another important consideration in allocating

central government assistance is its |mpact on eq-

uity. In a decentralized system, the distribution of
educational services could reflect the ability of lo-
calities to generate resources. Since this abxllty var-
ies, central authorities could grant compensating

subsidies to reduce the disparity between rich and

poor communities: To ensure that rich communi-
ties still have some incentive to generate their own
resources; these transfers could be coupled with
some matching grants.

The reforms suggested here are feasible. In Paki-
stan, for example, private schools are orice again
being allowed to operate; thus reversing the com-
prehensive nationalization of educational insti-
tutions in 1971 (box 10): A privately endowed
university for science and technology is being
established; it will have complete freedom to deter-
mine the content and duration of studies, the crite-
ria for student admission, the salary and qualifica-
tion of teachers, and the tuition fee. In China, after

decades of state control prlvate language and tu-

China has also announced plans to decentralize the
public school system further: In Brazil, India, Mex-
ico, and Nigeria, the responsibility for financing
prima:v and most secondary education has already

been delegated to state and local governments;

thqngh major reforms are needed to give the lower
tiers of government fiscal authority commensurate
with their resp0n5|b|l|ty (Mahar and Dillinger

1983; Tilak 1984).
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In some African countries; community scho>-ls
are not considered a part of the public system,
although they are an important vehicle of decen-
tralization. An example is Kenya’s baramnbee
schools, in which a large proportion of secondary

school students are enrolled. In such schools, pri-

vate assistance is mobilized through cash and labor

contributions to cover operating costs and school
construction (box 11). Another example is the
ujamaa decentralization movement of Tanzania;
which allows communities considerable control,
although the natlonal government stlll plays a pre-

in which vocatlonal studentS and their parents are
assigned tasks to generate reveniie; the Mothers’
Clubs of Korea; and the Builders’ Br|gades of Bo-
tswana, in which technical students learn as they do

contracted iobs in the community (Kulakow and
others 1978). These isolated efforts indicate that
niore systematic and widespread applications of

community-based financing of education are feasi-
ble and worth exploring.
The policy options considered here suggest a

need to relax, not abrogate, central government

authority. First, for newly emerging nations where

national unity is still fragile, fairly rigid standards
regarding curricula may be needed. Second, decen-

tralization, whether through private, community,

or local publ|c schools, will give parents and stu-
dents a greater role in choosmg the quallty and

tion about eduicational alternatives. An important

role for tﬁe central anthor1t|es would be to provide

erat|on) In secondary and hlgher educarlon it
may be useful to provide the results of tracer stud-
ies across schools to show what types of jobs grad-
uates obtain:

The following extracts from Pakistan’s sixth five-
year plan (1983--88) highlight proposals to reform
the country’s education system:

Sixth Plan education program. One of themﬁvvl‘ B
mainly applles to basic education, is involvement of
local bodies in plannlng,”managemenr and mainte-

nance of edicational facilities.

“The second basic issue is of user charges which
applies to all levels of education but especially
higher education. It is intended to recover a sizeable
part Lf the costs of education through the introduc-
tion or enhancement of fees. The Scholarship pro-
gram will be expanded so that nc underprivileged

students are kept out of schools and the meritori-

ous out of colleges and universities; for want of
finances.

“The third issue is that of the role of the pri-
vate sector. It is proposed to return the existing

Box 10. Policy Reforms Have Begun in Pakistan

schools_to the original owners wherever it can be
ensured that the quality and coverage will not suffer
as a result.

‘Specnal monetary and nonmonetary measures
will be adopted to motivate and encourage the pri-

vate sector to participate fully in the development

of education facilities, and funds have been ear-

marked for extending grants-in-aid for supporting
private effort in establishing educational facilities,”

Since the government of Paklstan deaded to llfr

the ban on pnvate education; pnvate institutions

are booming again. For example “a group of La-
hore mothers tlred of the poor education thelr chil-

school Today, the schiool is orie of the most sought

after in the city” (Far Eastern Economic Review,
April 12, 1985). The school’s financial viability and
the demand for places demonstrate that parents are
willing to pay for the kind of education they want

for their children.
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The lack of a monetized economy rieed not be a

barrier to mobilizing private resources for educa-

tion: users can pay for educational services in kind:

In the Plateau Province of Nigeria; for example,
school principals accept foodstuffs from parents
who caninot pay their children’s fees in cash {New
Nigerian, February 6, 1985). In other African coun-
mes, c0mmumtles conmbute labor to cover Capltal

nmg schools.

.. Community participation in educanon is exem-
pllﬁeg;l in Kenya’s barambee (or self-help) schools.
in 1981-82, about 20 percent {more than 82,000)
of all seconidary school stiidents went to haramibee
schools that received nio goverriment aid; another

20 percent went to harambee schools that dld Pub-

lic subsidies to aided schools covered only about 18

percent of the unit costs of educating a student
(Bertrand and Griffin 1984, p. 42). Some 40 percent
of secondary students went to harambee schools
that accepted riot only cash to cover operating costs
but also local materials and voluntary labor for

building the school. After initial reservations, poli-

cymakers have begun to rely on harambee

schools—whose activities range from erecting;
staffing; and maintaining primary and secondary
schools to establishing postsecondary institutes of

Box 11. Nontraditional Methods of Cost Rec'ovefy Can Be Used

ment-run institutions (Keller 1983) A committee of
members of the local comminity rmanages the

school and determmes the type of support pareits

will give; sometimes imposing monetary fines in lieu
of labor. The committee also keeps the parents in-
formed about school affairs {Roth 1984, p. 34). In
an isolated part of the Nyeri district; for instance;
4,000 residents conitribiited their labor to build the
Kenyarta High School in 1965. The cost of mate-
rials was kept to about half the niormal costs of a
government school by using simple design and local
resources (Roth 1984, p. 42):

Other innovative financing schemes are based on
income-generating activities by students and their
families. In many elementary schools in Africa, stu-
dents maintain income-earning farms. In one
Rwandan school that has only one plot, eight- and

nine-year-old students were able to grow $120

worth of potatoes—six times what the school re-
ceived in government grants—and use the profits to
purchase equipment (Kulakow and others 1978, p.
15).

Alth<ugh many of these examples represerit pllot
projects, they do indicate families’ WIllmgness to

pay for education in whatever “coin” they possess.

—

Subsidizing Students and Their Familics Directly

As discussed, public subsidies are commonly chan-
rieled through schools. Although most subsidies go

d|rectly to public schools; some countries (mostly
in Anglophone Africa) channel a small portion to
private or locally financed schools (box 12). Most
suich subsidies are uﬁmfnrmly distributed according
to preset funding formulas that do not provide
incentives for schools to use inputs efficiertly or
for the most qualified children to seek enrollment.

Alternatively, education subsidies could be | given
directly to students and their families on the basis

of individual need and merit: Grant recipients
should then be allowed to attend the school or iii-
stitution of their choice. This approach w suld in-
crease parental choice and institutional account-
ability by encouraging schools te cempete for

students. It would probably improve the e:ficiency
in the education system. In practice, however, such
a scheme may not be feasible in rost developing
countries because; aside from other considez-
ations; its administrative costs would probably be
high: A more modest approach along these lines
would be to distribute siibsidies accordmg to the
economic need of localities or neighborhood
groups: For example, rural communities could be
more heavily subsidized than urban neighbot-
fionds. Local aiithorities could then provide the
educational services that their constituents de-
manded, through a combination of centrally pro-
vided éi]b5|d|es and local levies (monetary and
nonmonetary).

Subsidies are distributed along these lines in Bra-
211 (Mahar and Dillinger 1983). The same ap-
proach has evolved since the mid-1970s in Chile’s
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In some develong countries; private schools are

subsidized to varying extents: In Africa; a signifi-

cant proportion of private schools receive govern-

Kenya’s total publlc budget for secondary, educa-
tion assisted private harambee schools built by local
communities through self-help {(see box 11).

Schools assrsted by the Kenyan governmerit accourit

for 35 percent of t0tal prxvate school enrollment

sotho chiirches own and « 0pcrate 97 percent of the
primary and 86 percent of the secondary schools;
though the government administers examinations,
reviews and authorizes curricula, opens and closes

schools, inspects the operation of all schools, and

trains, appoints, and pays teachers: A similar sys-

tem operates in Mauritius: In Tanzania; the govern-
ment recently made private schools eligible for sub-
ventions from district and town councils. Although
such schools are required to follow government

pox 12. Public Subsidies Aid Private and Local Schools

guidelinés on studEnt adrﬁiSsidn, the government

Tanzahia 1984)
In Asia and Latin Amerlca state assistance for

prlvhte schools is less prevalent: In the Philippines,

for example; donations and grants cover only 1 per-

cent of all revenues received by private schools; the
res. comes from tuition fees. In Bolivia; Colombia;
Mexico, Peru, and Venezuela; state subsidies are
small, and only some special schools receive them
(Munoz and Hernandez 1978). Nevertheless, some

Latin American and Asian governments have begun

to transfer more funds to private schools rather
than expand public schools. For instance; in 1953
Chile set aside 20 percent of the public educational
budget for primary and secondary schools to be
used ifi privite inst:tutions. Indonesia i$ COnSidenng
a program to expand enrollment by subsidiziug pri-

vate schools:

primary and secondary educational systems:. The
administration and control of almost all the pri-
mary schools outside metropolitan Santiago were
transferred to the local municipalities. The central
government pays the municipalities a sum (calcu-
lated to cover personnel and running costs) for

each regularly attending student. The poorest re-
gions receive up to twice as miilich as the richest,
and secondary schools 50 percent more than pri-
ma-y. In addition, Chilean municipalities are al-

lowed to delegate school management to private

organizations, subject to central government in-
spection:

Ancther option for targetmg subsidies to poor
students is through cross-subsidization within
private schools: In Latin America, especially
Colombia; governments pressure private schools
to provide free schooling for a limited

number of low-income students: In some Eati
American countries; between § and 10 percent of
private secondary students attend free (Schiefel-
bein 1985). Clearly, however, private scholar-
ships cannot be expanded indefinitely in this
manner.
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Increasing Competition among Schools

As mentioned, easing restrictions on private and
communlty school operations; as well as channel-

ing subsidies through parents and students, in-
creases competition among schools. In tirn,
competition increases the numbers of edu-
cational services, lowers costs, and gives par-
ents or students a wider choice of schools. In-
creased competition within the system means
higher efficiericy through greater managerial ac-
countability.

Rigorous comparisons of the relative efficiency
of public and pr|vate schools are difficiilt "o make

because 'qu'allty 1s variable. But stud|es do show

schools acﬁ|eve m0re acaaérn|éélly than those in

Blgﬁer levels of achievement relative to publlc
school students, even thouigh private enrollees cost
less per student to educate (table 18).
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Box 13. Private Schools Can Be Good Schools
,Dgastlc reforms in Chllean educatlon in the mld-
19705 led to the privatization and decentralization
of school administration. Fouir types of schools are
in operation:
. ® Private fee—paylng schools; which recoup all
their expenses from tuition fees
» Piblic schools, in which teachers’ salaries and

other expenses are paid directly by the Ministry of
Education . .

¢ Municipal schools, which receive a state sub-
sidy based on student attendarice to cover all their

costs and whose headmasters are appointed by the
local authority
@ Private, SubS|d|zcd Schools, whose headmas-
ters are chosen by the school board.

In natlonal examinations in 1982, private school

students in Chile scored higher than those of similar
background attending other schools. And where the
headmaster has some power to distribute the subsi-
dies received (a$ in private Subsidized Schools); stu-

dent achievement was at least as high as in munici-
pal schools.

Box Table 13: Index of Student Achievemieiit ifi

Mathematics, by Type of School and Socioecoromic
Background, Chile, 1982 o e

Mean scores

Region and Private - -
socioeconomic fee- Miumicipal Private -
statis paying subsidized  subsidized
Metropolitan
__Santiago . - o L
High . 773 759 64.7 64.3
Middle 71.2 534 53.5 57.0
Low — 500 49.5 51.8
Rest of the country - L L
High 755 615 61.8 69.7
Middle 71.0 526 53.7 579
Low — 47.9 45.6 44.8

— Not available;
Source: Schiefelbeiin (1985) fable 31;

Another issue bearing on private school expari-
sion is whether it adversely affects equity or pro-
motes elitism. If supplemented by selective scholar-

ship schemes; the policy options advocated here
are likely to mitigate such adverse effects. In Peru,
private school fees for primary and Secondary
education are sometimes as high as US$48S5 a
year. Not surprisingly; most students who attend

are from wealthier families. But poorer students

Public Schools in Bolivia and Paraguay

(Undex: public = 100)

Country Achievement
and. S —
school type  Unit cost  Reading  Science
Bolivia _ - o
Public 100 100 100
Privite 89 121 130
Paraguay o
Public 100 100 100
Private 74 121 106

Source: Based on Jimencz (1986), table A4.8:

;ted number of scholarshlps are available on the
basis of economic need and academic potential.

Effects of the Policy Package

How do the reforms outlined here complement
each other? As the table in chapter 1 showed,

e Charging tuition for higher education without
reinvesting the revenue in education improves stu-
dent selection and equity and encourages the en-
rollment of more talented and motivated students.
If governmets spend this revenue neutrally oa all
income groups, equity is also furthered.

e If the revenue from higher tuition is spent on
education proportionally across all levels of
schooling; these policy reforms increase the total

amount of resources flowing to education but do

not improve allocation across educational levels or

efficiency within schools:

 Spending this revenue on the lower levels of

education, pamcularly on primary education,

yields added positive effects: First, the total re-

sources going to education increase if public ex-

penditure on primary education mobilizes supple-
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Box i4. Cost-Recovery Reforms Are Already Afoot

_ Despite political obstacles; several countries have
begun to reduce subsidies for secondary and higher
education.

Barbados
Until 1983, graduate teachers in Barbados could

qualify for training in the teacher training college
after one year’s teaching and receive a full salary
and free tuition while doing so. Today, free tuition
and full salary for trainee teachers are being re-
placed by student loans. All trainees are expected to
repay their loans out of the comnsiderably higher
earnings they will receive as qualified teachers.

China

China’s government recently announced a grad-
ual reduction in educational grants and subsidies
for university students. Those who have the means
are now required to pay their own way. Others will
begin to pay a nominal fee and some of their ex-
penses: Academic performance will be an important
criterion in awarding scholarships to students in

1985). . S o

_ These reforms closely follow earlier decisions by
the Chinese goverhment to lift restrictions on the
operation of private schools. In Beijinig and provin-
cial cities; private schools offer courses in such di-

verse subjects as railoring, foreign ianguages, typ-

ing; chicken raising; art, and drama. Typically, the

fee collected from a class of about thirty students
can support a private teacher. Unlike their counter-
parts in the public school system, graduates from
private schools are not guaranteed a job at the end

of study: Yet “some parerits prefer to serid their
children to a private school because, having paid
their fees; the pupils observe better discipline”
(Times, London; January 3, 1983).

Gharia

In 1971; Ghana’s goveriimient began to charge
university students for room and board. Those iin-
able to afford the fees could seek student loans. The
subsidy provided to each university student that
year was 3,000 cedis, compared with only 20 cedis

for each primary school pupil. Under the proposed
loan scherte, annual repayments would amount to
only 20 percent of the additional incomé of univer-
sity graduates: Despite initial opposition from stu-
dents; university enrollment held steady once the
loan scheme was instituted: The experiment was
abandoned by a new government; although the Na-
tional Education Commission recently recom-
mended reintroducing the student loan scheme.
Also, students will soon be charged for room and

board:

India

India’s five-year plan for 1985-90 states, “The
new approach to education will require substantial
outlays . . . Mobilization of community resources

_. . are essential together with accountability at
the local level . . . The level of subsidies for sec-
ondary and higher education courses will need to be
considerably reduced” (Government of India 1984,
p: 26):

Malawi

_ Secondary school fees in Malawi were increased
by 50 percent in 1982 without significantly increas-
ing the dropout rate. The government is considering
fees for higher education, and further increases in
secondary fees:

Morocco
In 1983, Morocco’s governnient anriouriced that

university stipends (worth 880 dirhams [Dh]
[US$125]_per month for the first two years and
Dh1,400 [1JS$198] per month for the third) would
be cut by half; except for students from very poor
homes: Students in teachers’ education courses also
had their presalaire of Dh1,030 (US$146) per

month cut by half.

Nigeria

- Nigeria’s government recently announced a re-
duction in subsidies for student accommodation
and board in universities {West Africa, September
3, 1985). It has also begun to decentralize the fi-
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nancing of education: In Ondo State, for example,

the local government plans to charge higher fees at
all levels of education. Primary schools would re-
tain 20 percent of the funds collected and secondary
schools, 50 percent, for their own use. Third-level
ifistituitioris ifi Onido would also be “free to charge
leyresiaccordlng to their need to supplement the

efforts of the government” (Daily Sketch, March
29; 19835);

Solorion Islands
Duting the October 1984 election campaign in
the Solomon Islands; one polltlcal party advocated

abolishing fees, but many citizens countered that

their concern was not free education but rather in-
creased educational opportunity and quality. Ap-
parently; some parents are prepared to bear a
greater share ol total educational costs if their con-

trlbutlon can be clearly linked to the i |mp ovement
of edication.

Tanzama
In 1981 only 3 percent of all age-ellglble chlldren

pared with 100 percent in prlmary school The gov-
ernment recently decided to expand secondary
school places to absorb at least 15 percent of the

1984). At the same time, the government has de-

cided that in view of rising costs and budgetary
constraints; the “parents of pupils attending sec-
oridary schools will now be required to contribute
towards part of the cost of their children’s educa-

tion” (p: 17). In 1985, annual fees were set at

Sh1,600 (about US$93)——about what a clerk earns

in two months.
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mentary private resources. Second,

I‘CSOUI‘CL

allocation across schooling levels improves if re-

turns at the lower levels are higher. Third; equity

improves if the additional primary school ch!ldren

to be enrolled come from lower-income groups

than the average student at hxgher and secondary
level:.

for hlgher education and improve resource alloca-
tion |f resources flow to the courses of study W|th

scholarshlps, they improve student selection and
equity by allowing talented students from poor
families to compete for places in higher education.

® Decentralizing education and encouraging
community and private schools mobilize additional

resources for educanon from f m|l|es and other

creases efﬁcnency in schools byi mcreasmg competi-
tion among public schools and between private
and public schools.

Pbliéy irnplementaiion

Table 19. Possnble Phasmg of Pollcy Reforms -

Phase 1
* Reduce allowances for living ekpenses for higher edu-
cation.

. lntroduce a low level of cost reooverv ln highereducation

# Relax legal restrictions on the oper:mon of private
schools.

Phase 2

® Restrict ellgnblllty for allowarices strlctly to needy stu-
dents.

® Increase cost recovery !n J,ugher education and intro-
duce cost recovery in secondary schools; with selective ex-
emiptions and grants to low-income students.

¢ Introduce student loans with below-market interest
rates, with grants and speciil terms for low-income stu-
dents,

® Promote dect.ntrallz:mon in the management and fi-

nancing of public schools in federal systems.

Phase 3

¢ Make the operation of student loan schemes self-fi-
nanced, while maintairing grants to qualified students
from low-income families.

¢ Encourage greater Competlthl‘l between public and
private schools by channelmg resources to them through

students
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the long run. But its iinplementation will not be
easy; at least in some countries; for three main
reasons. First, the suggested policies go against a

long-established tradition of free educaticn. Sec-
ond some of the polncnes may COl’lﬂlCt w1th a coun-

tations may compllcate the admmlstratloh of some

of the proposed policies, such as launching a stu-
dent loan scheme.

Despite the apparerit difficulty of some of these
policy options; reforms of this style are already
taking place: In countries such as China, India, and
Tanzania, which have traditionally espoused cen-
trally planned and heavily subsidized educational
systems; the government has adopted, or is consid-
ering; policy reforms in the spirit of the advocated
options (box 14). These examples suggest that im-

plementmg the pollcy optlons dlSCUSSCd here is in-
socioeconomic systems.

To facilitate the political and especially the insti-
tutional aspects of implementation, the policy
package could be phased; with top priority given

to policy reforms with the lowest administrative

40

and political costs: Although the exact phasing of
the reforms will differ from country to country,
table 19 illustrates one possnble ordering.

The sequence and timing of steps would vary

from country to country. Moreover, in some couin-
trles the entire package of proposed polncnes is un-

reasons: default, dropout, repetition, temporary
unemployment, and unexpectedly low earnngs of
graduates But even lf recovery were only partlal

1mprovement over the present situation; in which

students in higher education contribute little or
nothing to the public cost of their education. Mov-
ing in the right direction—Dby beginning to reform

the financing of education—is better than continu-

ing the existing situation in most countries. If the

efficiency and equity gains from the palicy reforms
are large enough, governments can find ways to
overcome political opposition and implement the

package most appropriate to the country’s condi-

tions.
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Need for Further
Analysis

The findings presented in previous chapters are
based on a substantial body of research. Addi-
tional analytical work is nievertheless nieeded to as-
sess the potential eifectiveness and |mpact of the
suggested policies in particular countries.
Evidence that such analysis is already taking
place is reflected in the new focus on cost-recovery
issues in the education sector work of the World
Bank. For example; a 1983 study in Burkina Faso
concludes with recommendations for reducing sti-
pends to postprimary students and calls for
changes in the subsndy systemi for private schools.
Another study covering nineteen Eastern African
countries points out that “in virtually every coun-

try surveyed itis poésible to enwsage mob|l|zatlon

shifted to students .+ : In other cases students
could be asked to pay the full cost of textbooks
[and] other expendable niaterials [used] in their
studies” (Wolff 1984, P. 23). Sector work on fi-
nancing issues has also been completed for Malawi
and Lesotho. In the latter, the Bank’s report rec-
ommeids reforming the loan program for univer-
sity students to improve cost recovery in higher
education. In countries such as the Comoros Is-
lands; Kenya, Liberia; Malawi, Mali; Nigeria, Sen-
egal, and Zambia, cost recovery and financing is-
sues are a major topic of the Bank and the country
in discussions of future lending programs:. (Educa-

tional financing was also the topic of two higher-

level policy seminars that the Bank’s Economic De-
velopment Institute held in Africa in 198S. )

important sub]ect of sector work. One study of

;;5‘,

~

equity in Indonesian education concludes that “an
increase in fees at the secondary and university
levels . . . has the potential to improve equity by

reducmg subsidies to upper income students Whlle
also raising revenues” (Meesook 1984, p. 31). I

further suggests that the private sector should be
encouraged to provide educational services. The
ﬁndmgs of more recent additional studies are being
used to prepare a project for developing prlvate

hlgher educatlon in Indonesm Slmllarlyj

sions among senior Chinese government officials
on the future of Chinese education. In Korea, the
Bank has recommended encouragmg private post-

prlvate school enrollment and lifting restrictions
on fees: - S )

These examples illustrate the kind of analysis
ﬁeeded to devise cost-recovery policies that are ap-
amination of the following questions would be es-
pecially helpful:

& What are the major sources of inefficiency in
the current system of providing and financing of
education?

 How sociilly equiitable are the present financ-
ing arrangements?

» How can costs be recovered at each level of
education? How willing are parents and students
to pay? What is the likely magnitude of the extra
revenue?
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* How can alternative financing arrangemierits

improve efficiency and equity?
For each country, the extent and caiises of ineffi-
ciency should be identifizd. For example; if unit

costs in public education are higher than those in

private edncatlon, governments should ﬁnd out

receiving wages above market levels, the way that
salary policy affects the supply of funds for other
pedagogical inputs could be addressed.

. Theissue of who bears the cost and Who Béﬁéﬁté

could be done by comparing the socioeconomic
proﬁle of the general populatlon that _pays taxes

and in dlffe ent types of education. Such back-
ground analysis could help alter financing arrange-
ments that are inefficient or inequitable.

Of course, the p()SSlbllltleS for -ost recovery de-

pend on each country’s specific circumstances: In

some countries; operating private schools might be

unconstitutional or against national policies; even
so, such countries sh"o'ul'd know how much thiS

other cotuntries; the amount of excess demand and

users’ willingness to pay for educational services
could be assessed. Analytical work of this kind
coiild show how and to what degree alternative

financing arrangements contribute to a series of

socioeconomic indicators: Or the expected benefits
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of the policy package proposed in this study coulc
be approximated for each country case as in ta
ble 1.

The role and impact of student loans in particu
lar couritries also need further consideration. Ir
some countries, such as in Latin America, loar
schemes are aiready qulte wxdespread Research ir

the performarice of the schemes so that_defauli
rates and collection costs are minimized. The im-
pact of student loans on student selection could
also be examined. In other countries; such as in
Africa, loan schemes are not comton. In such
countries, Stu"di'es are ne'e'dé'd to evaluate the bén’é—
terms of repayment appropriate to each country s
socioeconomic conditions should also be exam-
1ned

schools in eontr1but1ng to educational develop-
ment in different country settings. One concern is
the question of how and to what exteiit the gov-
ernment should exercise control over private

schools. Other issues include: Should the govern-

ment encourage the expansion of private schools?
How can this be accomplished? What would be
the imipact of siich expansion on social selectivity
in education? Is a voucher scheme desirable? Un-

der such a scheme; would the efficiency of schools
improve because of the anticipated increase in
competition between schools? Would equity in the

access to education be enhanced?
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Appendix Table 1 (continued)

Annual growth rate -
National income Educational expenditure  School-age population

Region and country  1965=70 _1970=75  1975-80 _1965-70 _1970-75 1975-80 1965-70 1970-75 1975-80

Europe, Middle East;

~ and North Africa 7.5 7.1 6.7 11.1 11.5 9.4 2.7 2.9 3.0
Algeria 7.8 5.5 6.7 24.4 55 7.8 3.4 3.0 3.1
Greece 7.2 51 44 4.3 5.1 6.4 -0.4 0.6 11
Israel 7.6 7.0 1.8 3.7 12:0 6:1 32 2.0 1.8
Jordan — 3.7 135 — 2.3 17.8 32 2.6 2.7
Libya 15.5 -5.2 9.0 16.6 22 -32 46 3.2 4.4
Morocco 5.4 6.0 5.0 4.2 12.3 10.1 3.0 34 2.7
Saudi Arabia 9.2 154 11.9 5.1 34:5 -13 3.7 4.7 5.0
Spain 6.1 56 1.9 15.1 5.6 62 1.5 12 1.0
Syria _ 3.7 13.6 5.9 — 14:2 8.5 2.8 4.0 4.1
Tunisia 5.2 9.6 6.6 156 3.2 7.1 4.0 2.2 25
Yemen Arab Rep.. —_ 12.2 7.4 —_— 28.9 37.4 1.4 3.3 4.4
Developed countries 5.0 34 2:9 7.8 6.8 3.5 0.7 0.3 0:1
Finland 4:8 3.8 3.0 51 5.1 0:3 -0:5 -14 =1.5
France 53 3.9 3.4 133 5.6 2.6 1.6 0.2 ~02
Ireland 45 39 3.3 14.3 8.5 5.8 09 1.8 1.7
Italy 6.2 2.3 3:9 0:8 4.7 6.1 0.6 04 04
Japan 113 4.7 5.1 = 12.1 6.6 -i1 -0.9 0.6
Netherlands 5.4 3.0 2.7 8:5 5.5 1.9 1.1 0.3 -0:1
New Zealand 3.1 4.5 -0.4 71 8.7 -0:8 2.0 1.5 0.0
Norway 3.8 4.5 42 6.4 8.1 8.8 0.7 0.2 0.2
Sweden 4.1 2.7 1.1 8.7 1.1 63 0:0 -0.5 0.3
United Kingdom 2.4 2.0 1.6 — 6.9 -1.6 14 0.1 0.0
Germany, Fed. Rep. of 4.5 21 36 63 88 1.9 1.3 1.9 -0

— Not available: - o o S :
Note: Growth rates of expenditure and GNP are in constant prices, Regional averages inclade countries with complete data for 1970-80.
Source: Unesco, Statistical Yearbook, various issues, and World Bank data:;

Appendix Table 2. Share of Public Educational Expenditure in GNP and the Public Budget e
Toal (recurrent and capital) ~  Recurrent only
o . . Percentage  Percentage of total  Percentage  Percentage of current
Region and country __ Year ___of anp public snending of anr public spending

East Africa o o o
Botswana 1983 7.0 18.5 58 23.4
Burundi 1981 3.0 15.6 2.7 20.8
Comoros 1982 54 36.0 51 40.6
Djibouti 1982 3.9 12.1 = —
Ethiopi: 1982 3.1 1i.3 3.1 14.2
Kenya 1983 4.8 15.3 3.6 17.6
Lesotho 1983 39 — 3.7 —_

Madagascar 1983 23 — 2.3 —
Malawi 1983 2.5 _8.5 23 113
Mauritius 1983 4.0 103 4.0 12.6
Rwanda 1983 3.1 24.0 3.0 27.7
Seychelles 1982 9:0 21.1 8.1 19.4
Somalia 1983 2.3 6.3 2.0 —
Sudan 1980 4.6 9.1 3.2 12.6
Swaziland 1981 5.2 14.1 42 23.0
Tanzania 1533 5.8 15:3 5.1 —

Uganda 1983 1.8 —_ 1.3 —

Zaire _ 1980 - —_ 5.8 323
Zambia 1982 5.6 11.3 56 14.0
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Appeadix Table 2 (continued) L

Toral (recurrent and capital) Reciirrent only
S _ Percentage  Percentage of total  Percentage  Percentage of current
Region and country Year of Gne public spending ofene ____ public spending

Zinibabwe 1983  — = 7.6 =
West Africa e o L
Benin 1980  — = 5.1 36.8
Burkina Faso 1983 3.2 23.9 32 25.3
Cameroon 1983 3.7 17.2 2.9 21.7
Central African Republic 1983 — — 3.6 26.5
Chad 1975 - - 2.2 11.9
Congo; P.R: of 1981 6.0 * 2 5.6 25.8
Céote d’Ivoire 1979 8.4 :.8 6.5 39.8
Gabon 1980 3.0 - 22 —
Gaiiibia 1281 6.0 — 41 —
Ghana 1981 2.4 — - —
Guirea 1979 — — 42 —
Liberia 1980 6.3 243 54 27.0
Mali 1952 4:2 32:2 4.2 —
Mauritania 1983 — — 8.0 29.7
Niger 1981 — — 3.7 —
Nigeria 1983 2.1 9.3 1.3 16.2
Senegal 1981 — — 4.7 —_
Sierra Leone 1380 3.8 —. 3.6 14.5
Togo . - 1983 5.9 20:8 58 —
East Asia and Pacific o o
China 1983 — — 23 —
Indonesia 1381 22 9.3 — —
Korea, Rep: of 1983 5.1 —_ 38 —_
Malaysia 1982 75 — 5.9 —
Papua New Griinea 1979 4.7 14:2 435 —_
Philippines 1982 20 - 1.6 —
Sirigapore . . 1982 44 9.6 32 10:8
Solomon Islands 1979 3.6 10.6 32 15.6
Thailand 1983 3.9 — 31 —_
South Asia L . . o
Bangladesh 1983 1:9 86 1.4 15.4
Burma 1977 1.6 12.2 1.6 14.6
India 1982 32 — —_ —_—
Maldives 1978 0.6 — 0.6 —
Nepal 1982 2.6 — — —
Pakistan 1983 2.0 — 1.5 —
Sri Eanka 1983 3.0 7:1 2.7 12:3
Latin America
. and the Caribbean B o o o o
Argentina 1982 2.5 14.5 22 18.2
Bahamas 1978 9:8 229 8.2 234
Barbados 1982 5.7 17.6 4.8 18.0
Bolivia 1982 3.0 25.8 3.0 —
Brazil 1983 3.2 184 — —
Chlle - 1982 58 _—_ —_ _—
Colombia_ 1983 3¢ 21.5 2.9 27.7
Costa Rica 1983 6.0 o—_ 5.4 o—_
Dominican Rep. 1983 2.1 16.0 2.0 19.0
Ecuador . 1980 5:6 333 5.2 36.0
El Salvador 1982 3.7 5 3.6 1G.8
Grenada . 1983 33 —_— 3.0 -
Guatemala 1983 1.8 12.4 1.7 —
Guayana 1983 9.7 9.6 8.4 1:6
Hai:. 1983 1.1 — 1.1 13.6
Honduras 1982 43 - 16:9 4.0 24.0

(Table continues on the following page.)




Appendix Table 2 {continged)

Total (recurrent and capital) Recurrent only
o B Fercentage  Percentage of total Percentage  Percentage of current
. Region and country Year of e public spending of aNe public spending
Jamaica 1982 — —_ 6.8 19.8
Mexico 1983 2.7 6.4 2.6 7.5
Nicaragua 1982 4.0 103 3.8 =
Panama 1983 55 17.5 5.0 17:7
Paraguay 1979 13 12:4 — =
Peru . 1983 3.3 14.7 3.2 17:3
St. Christopher and Nevis 1982 12:1 18.6 — -
St: Lucia 1982 8.1 — 6.8 —
St. Vincent 1978 4:9 - 4.9 —
Surinarie - 1983 7.0 —_ — —
Trinidad and Tobago 1983 5:4 12:3 4.3 16.3
Uruguay 1981 2.5 12.8 2.3 13.7
Venezuela 1982 65 212 6.2 29.3
Europe, Middle East,
_.and North Africa o o
Afghanistan 1982 - 6.4 — 6:9
Algeria 1982 4.5 — 4.1 —
Cyprus 1983 3.9 11.9 3.8 13.4
Egypt 1983 4.1 8.9 —_ —
Greece. . . 1979 2.2 8.2 2.0 _9.6
Iran; Islamic Rep. of 1983 — 155 — 18.4
Ireland 1982 7.3 9:7 6.4 1.1
Israel 1981 7.8 6.8 7.2 _8.0
Jordan 1983 5.8 12:5 52 16.2
Kuwait 1983 3.7 14.1 3.5 15.8
Morocco 1983 7.5 22.0 54 27.4
Oman . 1981 2.3 4.6 1.9 52
Portugal 1981 4.7 — 41 —
Saudi Arabia 1983 4.7 10.5 3.5 15.6
Spain 1979 2.6 16.4 23 16.7
Syria 1983 5.9 12.1 3.2 13.1
Tunisia 1983 4.5 — 4:1 —
Turkey . _ 1983 3.4 —_ 2.9 —
Uiiited Arab Emirates 1983 1.9 9.8 1.7 9:9
Yemen Arab Rep. 1980 6.6 3.7 3.9 22.3
Yemen, P.D.R. 1982 7.4 — 5.9 —
Yugoslavia 1982 4:3 —_ 3.8 —
Western industrial
. countries - - E -
Atistralia 1981 5.9 14.5 54 16.6
Austria 1983 6.0 8.0 53 8.7
Belgiur- 1983 6.2 — 5.9 —
Canada 1983 8.0 — 7.4 —
Denmark 1980 6.9 9.5 6:1 9.0
Finland 1982 5.9 2.8 53 14.3
France 1980 51 —_ 4.7 —
Germany, . _ R -

Federal Republic 1982 4.6 — 4:1 —
Iceland 1975 41 12:2 — —_—
Italy 1979 5.0 11.1 4.4 10:7
Japan 1982 5.7 19.1 3.9 =
Luxembourg 1983 6.4 14.1 6.0 18:8
Netherlands 1982 7:7 — 6.7 -
New Zealand 1983 52 — 4.8 —
Norway _ 1983 7.0 12:9 6.1 14.3
Sweden. 1983 8.5 12.5 7.2 —
Switzerlard 1982 5:0 18.8 4.4 20.0
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Total {recurrent and capital) Recurrent only

Percentage  Percentage of total  Percentage  Percentage of current

Region and coiuitry Year of anr public spendine of aNr public spending
United Kingdom 1982 5.5 11.9 5.2 12.0
Uriited States 1981 6.8 —_ — —

Eastern European
industrial countries

Bulgaria 1983 6.6 — 5.8 —
Czechoslovakia 1983 51 _ 49 —
German . o

Democratic Republic 1982 —_ — %) —_—
Hungary 1983 5.8 6.6 52 8.2
Poland 1983 —_— — — 11:2
Romania 1983 2.3 7.5 2.2 —
Soviet Union 1983 6.6 10.2 5.6 —

— Not available. - - - - - S - - S - -
~ Note: According to Unesco’s 1984 Statistical Yearbook, “‘Public expenditure on education includes, unless otherwise indicated, educa-
tional expenditure at every level of administration according to the constitution of the States, i.e., central or federal government, State
governments, provincial or regional authorities; local authorities™ (p. IV-1).
ource: Unesco, Statistical Yearbook, 1985.

Region and country 1965 1970 1975 1980 Region and country 1965 1970 1975 _ 1980
Africa Nigeria — — 165 1622
Benin _ 22.8 —_ _— e Rwanda 234 26.6 253 216
Burkina Faso — — — 19.8 Seychelles 17.8 1135 9.5 144
Botswana 11:3 123 139 117 Somalia — 76 125 87
Burundi = = = 17.5 Sudan 158 126 148 91
Cameroon . . 18.0 196 21.3 203 Swaziland 15.7 173 — 131
Central African Republic = — 201 199 Senegal 196 213 — —
€had 17.1 —_ — —_ Sierra Leone 170 175 — —
Comoros — —= = 360 Tanzania 237 160 178 107
Congo; P:R: of 168 237 182 236 Togo 168 19.0 151 194
Cbte d’Ivoire 212 193 190 298 Uganda 123 178 17.0 113
Ethiopia 88 194 134 9.3 Zambia 1333 109 119 76
Kenya 206 17.6 194 18.1 Zimbabwe @ 182 — — 137
Gabon 204 16.2 — _— South Asia, East Asia, and Pacific .
Gambia — 108 — 9.7 Bangladesh —. —_  13& 82
Ghana 17.7 196 215 — Burma 14.7 179 153 122
Lesotho 13.5 — — — India 17,5 10.7 86 10.0
Liberia 13.6 95 116 243 Indonesia - - . — 1311 89
Madagascar - = 185 - Korea, Rep. of 15.0 214 139 237
Malawi 15:4 132 96 129 Malaysia — 177 193 164
M.l 287 — — 30.5 Nepal 8.2 6.7 115 8.3
Miuritania — 219 — — Pakistan = _ . 7.4 4:2 52 50
Mauritius 119 11,5 96 116 Papua New Guinea 144 132 — 132
Niger 113 17.7 187 229 Philippines — 244 11.4 103

(Table continues on the following page.)
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Appendix Table 3 (continued) ; , -

Region and country 1965 1970 1975 1980 Region and country 1965 1970 1975 1980
Singapore = — 11.7 86 7.3 Cyprus 15.1 174 143 129
Solomon Islands — 1.7 — 166 Egypt - 158 — 9.4
Sri Lanka 15.0 13.6 10.1 8.8 Greece 12.2 9.6 80 10.1
Thailand 174 173 210 206 Iran, Islamic Rep: of .82 96 141 15.7
Latin America and the Caribbean ) Irag 229  — 69 =
Argentina 234 160 95 151 Ireland 142 108 108 112
Bahamas 148 194 — 229 Israel 139 81 76 7.3
Barbados —_ 212 209 196 Jordan 292 9.3 7.7 121
Bolivia 247 284 — 253 Lebanon 146 155 216 —
Brazil 119 106 —  — Morocco —. 168 143 1835
Chile 15.1 220 120 119 Portugal 86 66 112 —
Colomibia 13.9 136 164 143 Spain 120 152 168 164
Costa Rica . _ _. 331 318 311 222 Syria 124 94 78 8.1
Dominican Republic 13.5 159 143 160 Tunisia 133 232 164 164
Ecuador — 232 259 333 Turkey - 190 157 — 105
El Salvador 219 276 222 171 Yemen Arab Republic 251 —_ 10.0 15:1
Grenada 160 261 125 — Yemen, P.DVR: 41 - - —
Guatemala 159 17.5 157 166 Yugoslavia — 233 244 325
Guyana 140 132 — 14.0 Developed coiunitries - N - o
Haiti. = —Z —_ 107 Australia 11.0 160 95 151
Honduras 228 184 203 150 Austria 64 81 35 80
Jamaica 16.4 — 16.0 131 Belgium 188 —. 2222 163
Mexico 71 85 119 167 Canada 18.5 241 178 173
Nicaragua 16.7 18.1 13.1 104 Denmark 228 169 152 95
Panama 27.2 221 213 190 Finland 225 — 130 112
Paraguay —. 153 128 124 France = = ) 179 — . =
Peru , . 181 188 166 15.2 Germany; Fed. Rep: of 103 98 106 10.1
St. Christopher and Nevis = 7 — 10.2 Italy 184 119 _94 111
St. Lucia — — —_ 16.8 Japan . 22.7 204 24 196
St: Vincent 160 5.8 _  — Netherlands 20.5 —_— =
Suriname — 179 141 250 New Zealand 105 — 17.1 145
Trinidad and Tobago 141 160 %7 95 Norway — 155 14.7 163
Uruguay — 2611 _— 10.0 Sweden . 145 — 134 141
Venezuela 180 229 — 147 Switzerland 204 184 194 188
Europe, Middle East, and North Africa United Kingdom 134 141 143 139
Afghanistnn i —  — 127 United States 19.5 194 181 —
Algeria o 148 316 — 243

— Not available. , ,
Note: Figures refer tu the tutal of recurrent and capical public expenditure 6n education.
Source: Unesco; Statistical Yearbook, 1974, 1984:




Appendix Table 4. Share of Private Spending in Total National Expénditiire on Ediication; 1970-80

(percent)
_Region and country ~ _ _ _1970-74 _ _1975-80
Africa I
Ghana 4920 5320
Sierra Leone 44.6° 47.7°
Sudan 158 137
Tanzania 29.9° 23.42
Togo 22.9 —
Zambia 11.1° —
Zimbabwe 54.5 313
Asia and Pacific o L
Fiji 412 23.0
India 73.8 64.2
Kiribati . 158 —_
Korea; Rep. of 88.1 90.6
Malaysia 10:8 —
Papua New Guinea 60.5 —
Sci Lanka — 258
Thailand o 71.22 52.9°
Latin. America and the Caribbean
Honduras 57.1° 51.6*
Panama. 55.0° 52.82
Venezuela ) o 52.3° 52.8°
Euiope; Middle East, and North Africa .
Cyprus 22.2 14.0
Israel 518 20.2
Jordan 34.9 34.8
Eibya 30:7° —
Malta B 50.92 58.72
OECD .countries o o
Australia 11.6 5.1
Belgium 22 _1:9
Greece 374 26.2
Japan 61:2° 56:7°
Spain. _ 52.7 516
United Kingdom 25.0 21:6
- United States 216 205
Note: Total national_expenditure is combined public and private spending. Figures are within period averages.

a._ Figures include expenditure on recreation, entertainment, and educational and cultural services.
Source: United Nations, Yearbook of National Accounts Statistics, 1981.
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Appendix Table 5. Enrollment in Private Schools as Percentage of Total Enrollment;
by Country and Level, 1965-79

Primary Secondary
Region and country 1965 1970 1975 1979 1965 1970 1975 1979
Asia .
Bangladesh — — 8 — — —_— 9 —
Indoriesia 12 — 13 12 = = 40 47
Korea; Rep. of 1 — 1 1 448 — 45 5
Philippines 4 — 5 — e — 38 _
Singapore 40 — 35 — 3 — 1 —
Sti Lanka - - 6 — 9 = _ _
Thailand 13 — 11 8 506 — 32 27
East Africa- - - i N S -
Botswana 4 S s 2 10 39 30 27
Burundi 96 94 92 100 30 36 22 —
Diibouti - 23 13 9 - - - _
Ethiopia 25 28 25 18 5 — = -
Kenya 4 = 1 — 29 42 49 60
Lesotho 96 100 100 100 100 89 89 90
Madagascar 27 20 23— 66 70 49 —
Malawi 77 11 10 100 S 13 13 13
Mauritius — —- = = = — — 82
Seychelles — 91 8 3 — 18 3 1
Sudan 2 4 2 = s — i3 3
Swaziland 80 76 80 80 4 — - —
Tanzania 7 2 4 04 — 24 29 41
Rwanda — —_ — — — — 21 —
Zaire 91 — — — 57 - — —
Zambia — 27 24 — 4 — 2 -
Zimbabwe - - - 83 — - - 66
West Africa . _ ) :
Berin 40 33 s 42 54 s¢ 18 4
Cameroon 61 54 43 36 73 66 57 48
Central African Rep. — —_ — - 2 — 2 —
Chad _ 12 8 10 s 7 7 & =
Céte d’Ivoire 28 22 19 16 —= 25 28 30
Equatorial Guinea — — 24 — — 3 3 —
Gabon 53 — 45 = 43 39 32 44
Gambia — 31 l6 16 54 46 46 34
Liberia 25 34 35 36 48 38 43 44
Mati 8 6 _4 4 10 11 11 =
Mauritania 34 29 28 25 77 - _6 —
Niger. 6 6 ) 5 2 22 14 16
Nigeria 76 38 26 — — _— 4 _
Senegal 312 12 12 22 — 25 33
Sierra Leone - = 8 = = = 87 =
Togo _ 40 34 29 25 55 39 16 10
Burkinia Faso - 34— 7 = 38 36 43 54
Europe, Middle East, and North Africa ] , . - )
Algeria 2 2 1 02 7 05 i 1
Cyprus 1 — —_— —_— 11 — 13 —
Egypt o T J— 5 s a2 22 i4
Iran; Islamic Rep: of 8 — 8 26 — 17 —
Irag -2 - 1 — 24— — -
Jordan 28 — 30 8 13 — 7 5
Libya 3 05 2 — 7 04 0 0.6
Morocco .. 6 S S 3 14 10 8 6
Saiidi Arabia 6 — 3 — 3 = 2 —
Syria 10 — s — 37 - 6 —
Turkey 1 — — — = = 2 —
Yemen Arab Rep. — — 1 — — — 3 —




Primary Secordary

Region and country 1965 1970 1975 1979 1965 1970 1975 1979

Latin America and Caribbean . . o

Argentina 14 — 17 — 41 —_ 45 —_
Barbados —_— —_ 9 — 26 — 21 —
Bolivia 26 — 9 — 26 — 24—
Brazil 11 — 13 — 9 — 25 —
Chile 27 —_ 18 — 38 — 23 —
Colombia 14 — 15 — 58 — 38 -
Costa Rica 4 — 4 — 24 — 6 —
Dominican Rep. 7 — 12 = - = — —
Eciiador 18 —_ | /A— 38— 30 —_
El Salvador 4 - 6 — 7 — 47 —
Guatemala 19 —_ 14 — 54 — 43 —
Haiti_ 26 — 32 — 33 = 76 —
Hotiduras 7 —_ s —_ 53 —_ 51 —_
Jamaica - = S = = = 76 =
Mexico 9 — 6 — 29 —_ 25 —
Nicaragua 16 — 15 — 4 — — —
Panama 5 —_ 5 —_ 17 —_ 14 —_
Paraguay 10 — 13 — 24 — 37 =
Peru 14 —_ 13 —_ 24 —_ 17 —
Suriname = — — 65 — 57 = 52 —_
Trinidad and Tobago — — - - 41 — — —
Uruguay o= 17 = 17 = = -
Vetiezuela 13 —_ 11 —_ 23 — 18 —

~—Not available. - —
Sources: World Bank (1980a), Tan (1985), and other World Bank data.




Appendix Table 6. Allocation of Public Recurrent Expenditure on Education by Level;, 196580

{percent) . [ [

——— e

Region and level of education 1965 1970 1975 1980

East Africa S o

Primary 68.8 532 56.5 S6.1
Secondary 25.2 322 260 224
Higher _ . 6.1 146 17.5 21.5
West Africa o o=

Primary 543 50.7 444 436.9
Secondary 30.2 30.0 30:6 305
Higher o 154 193 249 226
East Asia and Pacif.c T
Primary 673 574 544 363
Secondary 23.5 272 295 351
Higher 92 154 16.1 18.5
South Asia L
Primary 506 44.8 46.4 33.7
Secondary 26.7 367 34.2 344
Higher 22,7 18.5 194 21.9
Latin America L
Primary 624 57.4 517 50.9
Secondary 233 26.7 25.0 256
Higher . : S 143 159 234 235
Europe, Middle East, and Nortw Afrieca
Primary 60:4 487 458 45.8
Secondary 29.1 33.0 32.4 325
Higher ) 104 183 21.8 21.7
Developed countries S o
Primary 44.7 39.7 38.0 36.6
Secondary 414 41.8 42.7 44.3

_Higher 139 186 194 191 -

Note: Within each region and for each year, the figures may not é'Xﬁétiy add up to 100 percent because of rounding érrors.
Source: Unesco, Statistical Yearbook, various issues:.




Appendix Table 7. Cost Recovery by Educational Level, around 1980

User fees as percentage of unit
public cost

Region and country Primary  Secondary Higher
East Africa
Botswidna
Burundi
Kenya
Lesotho
Malawi
Mauritius
Somalia
Sudan

Swaznland
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Thailand _ .
Solomion Islands
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Yemen Arab Rep -
Latin America and the Caribbean
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Paraguay

Uruguay
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—“Not available.- -
Sources: East Africa calculated from Wolff (1984) West Afnca arid Asia calciilated from Aifisworth (1984) Jlmenez (forthcoml g);

World Bank (1985a), and Tilak and Varghese (1985); Latin America and the Caribbean calculated from Schiefelbein (1985), except for
Colombia; from Gomez. ¢1984); and Bolivia and Haiti, from Ainsworth (1984).
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Appendix Table 8. Yearly Student Allowances and Average Wages, Higher Education, Selected West

African Countries, 1982 ) . .
Allowances as .
percentage of Alloivaiices as
average valne percentage of Estimated
B added per pieblic sector private
] Allovances gs = worker in salary expenses as -
o - Amount  percentage of unit - — percentage of
_ Country Discipline (U.S. dollars) public cost Industry Services Starting Averagé  allowances: _
Benin Law drid social science 480 Sz 4009 400 370 355 326
Science 819 40.7 69.8 683 801 605
Arts and letters 733 44 .4 62.5 61.1 71.7 531
o Medicine 1,313 53.8 1119 1094 1284 97.0
Burkina Faso All o 1,408 53.7 — — 70.8"  62.5 432
Cameroon Law and social science 1,058 59.5 — — — 32:1 19.8
Science o 1,342 18.4 — — — 433
Arts and letters 993 41.3 — — — 32:9
. Medicine 1,872 25.1 — —_ — 62.0 ,
Cote-d’Ivoire  All 2,128 54.6 — — —_ 236 59.54
Niger All 1,567 65.2 — — 73.7¢  32.9¢f —
Senegal All ) 557 38.8 24.3 14.2 — — —
—Nor available.

__a. Food, lodging; transportation: The amounts of tuition and fees are negligible in these countries; For Beriin and Cameroon, figures are
averages across. all disciplines;

b. As percentage of starting teachers. s R

¢. As percentage of average salary of an assistant {lowest ranking faculty) of the University of Abidjan.

d. Experises are for the University of Abidjan.

€. As percentage of primary school teachers’ average salary.
- £ As percentage of secondary school teachers’ average salary. .. __ S . S
Source: Eicher (1984); Perrot (1984a and b), Cuenin (1984); Rasera (1984), Adade (1984) for allowances and expenses figures; World Bank
dara for value added and wage figuzes:

Appendix Table 9. Share of Direct Payments to Students in the FEducation Budget by Level,
around 1980

(percent) B . -
Education level

_ Region and country __ Primary Secondary Higher
East Africa -
Botswana — 1.2 25.7
Buirundi | — 285 4002
Comoros — 24.0 93.3
Ethiopia 0:7 32 =
Lesotho 0.1 0.5 —
Madagascar — 45 —
Maurntius 5.7 0.7 —_
Rwanda - - 27.7
Zambia 0.2 17.8 18.6
Zimbabwe _ 2:3 11.5 6.0
West Africa o L
Burkina Faso — 30:2 72.6
Congo; R.Rep. of 0. 14.0 65.4
Mali — 37.8 77.8
Mauritania - 30.3 62.1
Senegal 4:2 129 —
Togo . . - — 7.0 49.9
East Asia and Pacific , N
Korea, Rep: of 0.6 2.3 _3.6
Malaysia 4.0 7.6 12.3
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(continued)

Education level

Region and coimtry Priniary  Secondary  Higher
Sirigapore 1.0 1.7 0.1
Thailand 4:9 4.6 6.2
South Asia o o -
Bangladesh 454 52 9.0
Nepal = = 8.0
Latin America and the Caribbean :
Argeitiiia = == 0.6
Bolivia —_— _ 2.7
Chile 10.5 0.4 2.5
Costa Rica — 8:6 —_
Daiiiiriican Rep. 1.6 3.0 —
Grenada 1.6 — —_
Giiyana = 1.0 28.3
Haiti 3.1 37 4.2
Honduras 0.0 4.1 1.8
Jamaica 5.2 2.0 1.8
Mexico 0.1 0.0 0.0
Nicaragua —_ 1.7 =
St. Lucia 0.1 133 100.0
Trinidad and Tobago 6.7 9.8 —_
Uruguay. 53 0.3 29.9
Venezuela. . o i 6.7 6.1 19.2
Europe, Middle East, and North Africa ) o
Afghanistan 2.0 3.8 6.2
Algeria 0:3 9.4 46.3
Cyprus 0.8 2.9 22.7
Ireland 5.0 6.0 6.9
Israel 0.5 0.5 1.6
Jordan —_ — 32.4
Kuwait 5.0 6.1 12.7
Morocco 0.7 38 515
Portugal 2.6 4.8 13.4
Syria . — 03 —
Tunisia 1.1 2.6 —
Tuarkey 2.4 3.7 6.5
Yugoslavia , — — 9.5
Western industrial countries
Austria 0.2 1.6 16.2
Belgium 0.0 0.0 2.4
Canada_ = — 120
Denmark 4.5 37 7:0
Finland 18.1 18.8 18.0
France I : 6.2 159 86
Germany, Fed. Rep. of — 4.8 16.3
Japan . 9:4 43 0:5
Luxenibourg 0.0 0.0 470
Netherlands 0:2 4.0 9.0
New Zealand 4.2 30 1638
Norway . 52 3:4 0.4
Switzerland = = 3.5
United Kingdom 9.7 6.4 325

—Not ayailable.- - - . o o , o } o
. -Note: Figures refer to all forms of financial aid given directly to students, such as boarding, meals, transport, and medical services. They
do.not inclnde implicit sabsidies as a resalt. of freé tuition:

Source: Unesco, Statistical Yearbook, 1984.
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Appendix Table 10. Annual Expenditure per Primary School Pupil, 1970 and 1980,

for Developing Countries
(constanm 1980 U.S. dollars)

Al recurrent Instrictional All recurrent Instructional
expenditure _material* expenditiire material®
Region and country 1970 1980 _1980 Region and country 1970 1980 1980

Sub-Saharan Africa - o
Botswana 69 107 — Nepal - 12 0.91
Burkina Faso — 65 0.26 Pakistan 15 18
Buruadi - - 50 0:26 Sri Lanka 35 — -
Central African Republic — 70 0.49 Latin America L o
Céte d’Ivoire 141 226 5:20 Argentina 248 488 38.60
Ethiopia — 28 = Bolivia iii 120 —_—
Gambia - _83 3.66 Chile __- - 340 20.43
Ghana _ 220 112 5.63 Costa Rica 200 359 0:71
Guinea-Bissaii — — 1.41 Dominican Republic 48 44 —
Kenya 52 59 - Ecuador 74 84 0:67
Madagascar — 33 0:53 El Salvador 73 87 -
Malawi 29 12 0.53 Guatemala 85 66 0:33
Mali —_ 59 2:63 Guyana 65 85 5.12
Mauritania 242 = = Haiti — 16 0.38
Mauritius 90 186 — Honduras 76 88 2.30
Nigeria — 68 = Jamaica 90 159 3:51
Rwanda 25 26 0.97 Mexico 114 214 -
Sudan 88 109 - Nicaragua 91 60 1:33
Swaziland — 66 4:97 Panama 159 201 2.61
Tanzania 52 28 4.47 Peru 78 152 -1.37
Uganda 767 393 - Suriname — 452 32.56
Zambia 78 75 1.96 Trinidad and Tobago 284 478 .7:66
Zimbabwe 118 0:47 Uruguay — 309 15.81
Middle East and North Africa Venezuela 363 178 1:78
Algeria. —_— i91 057 Industrial Countries
Iran, Islamic Rep: of 218 460 = Australia 1,536 — —
Kowaic 1;890 1,811 105:00 Austria 1,052 1,942 42.74
Morocco 132 164 0.98 Belgium — 2,267 270
Syrian Arab Rep. 93 113 2.29 Canada_ 1,125 2,642 264.22
Tunisia - 175 9.29 Denmark 2,267 4,846 232.62
East Asia o B Finland 1,770 2,560 145.98
Fiji 145 195 2.1% France =~ - 963 1,090 218
Hong Koiig 166 373 4:85 Germany; Fed. Rep. of 737 1,019 —
Korea; Rep. of 79 181 1.45 Iraly 660 906 4.53
Philippines 59 39 0:11 Japan 728 1,431 23.07
Singapore 172 389 = Luxembourg 809 3,729 37.29
Thailand 43 82 3.78 New Zealand 658 1,240 69.45
South Asia Norway 2,077 5,381 225.02
Afghanistan 2 24 3:15 Spain .26 . 67 —_
Bangladesh 40 7 = Sweden 4,437 6,913 1€5.93
Borma 11 7 - Switzerland 1,814 3,888 136.08
India — 24 - United States 1,353 2,181 54 55

— Not available.

a. Refers to annual expenditure for instructional ma

Source: Uncsco; Statistical Yearbook, 1983.

terial excluding teacher salaries.
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Appendix Table 11. Repetition and Survival Rates in Primary Schooling, Latest Year Available

Percentage Percentage Percentage lj'crc'eii'tbg'c
- repeating sarviving - o repeating surviving
Region and country last grade 1o last grade Region and country last grade_ _to_last grade
East Africa 11.4 70.5 Latin America o -
Béfgwgf;g 0.6 79 8 and the Caribbean 6.1 61.2
Burundi 52.7 94.3 Brazil 18.2 36.4
Kenya 12.7 68.5 Costa Rica 2.2 74:9
Lesotho 115 44.0 Ecuador 5.0 61.6
Malawi 13.0 33.1 El Salvador 3.3 11.7
Rwanda 8.8 62.8 Grenada 5.4 83.6
Seychelles 0.0 97.7 Guatemala 2.3 38.4
Swaziland 12.4 72.8 Luyana 6.0 84.2
Tanzania 0.0 79.7 Haiti 7.5 45.4
Uganda 12.3 57.6 Jamaica 7.6 79.5
Zambia 1:4 84.6 Mexico 1.3 65.6
West Africa 321 70.2 Nicaragua 3.5 26.8
Benin 167 63.0 Panama 3.4 72.8
Burkina Faso 41.4 74.9 Paraguay 2.8 48.0
Cameroon 40:5 67.0 Peru 7.6 70.2
Central African Rep. 44.1 52.6 Suriname 22.5 68.8
Congo; P-R.of 23.4 74:2 Trinidad and Tobago 1.7 77.8
Céte d’Ivoire 46.8 88.9 Uruguay 6.7 88.1
Gabon 214 588 Venezuela. . 2.8 67.5
Ganibia 38.2 92.3 Europe, Middle East, )
Ghana 1.0 74.7 _.and North Africa 13.3 79.9
Mali- 320 60.7 Afghanistan 10.0 59.5
Mauritania 30.0 79:5 Algeria 1877, 76.5
Niger 36.0 66.8 Egypt 3.7 64.3
Senegal 359 859 Greece 0.1 93.0
Togo 42.5 42.9 Irag 8.5 87.2
Asia 9:1 56.9 Jordan 7.4 97.0
Bangladesh .8.0° 20.4° Morocco 49.22 72.9
Bhutan 143 24:8 Oman_ 14.3 60.1
Biiritia 14.1° 32.12 Sg;l'dl Arabia 6.3 79.4
India 13:9* 38.0° Syria 7.8 86.5
Indoresia 1.7 68.1 Tunisia. . _ Lo 250 78.0
Malaysia — 97:2 United Arab Emirates 9.1 97.0
Philippines 1.5 71.5 beg'erlqped countries 83 91:1
Singapore = 10:2 90.0 Belgium 214 75.0
Solomon Islands 9.9 76.7 France 10.6 44.6
Sri Lanka 8:2 908 Iraly 11 99.8
o Netherlands 1.¢ 95.0

— Not available.
a. Figure is for fifth grade instead of sixth: o o
. Source: Unesco, Evolation of Wastage. in. Prxmary Education in the World bettween 1970 and 19+ Pans Cevmian of Statistis; on

Education; Office of Statistics, October 1984).

£
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Appendix Table 12. Primary School Enrollment, ne Per Capita, and Mean Test Scores

of Ten- to Fourteen-Year-Olds in Selected Countries L
__Gross L Mean test score
primary school 1971 Gnpr —
. . enrollment ratio .. __per.capita.. Reading
Country 1971 (1971 U.S. dollars)  Science comprebension
India 68 110 20.6. 5.2
Uganda 49 130 45.42 =
Botswana 48 160 10.62 —
Bolivia 71 190 248 —
Thailand 82 210 28.2 —
Egypt _70 220 19.72 —
Paraguay 107 280 248 —
El Salvador _71 320 20.82 —
Colombia 110 370 24.0 —
Iran 76 450 19.8 7.8
Brazil 71 460 330 —
Peru 127 480 248 —
Mexico 107 700 26.4 —
Chile - _ 109 _ 760 20:8 14.1
Hungary 99 1,200 38.9 —
Argentina 105 1,230 28.8 —
Italy 106 1,860 28.1 27.9
Japan - 100 2,130 40.9 —
Scotland 112 2,430 32.9 —
England - 112 2,430 31.7 —
New Zealand 104 2,470 348 —
Finland = 120 2,550 31.0 —
Netherlands 102 2,620 2°.9 25.2
Australia - 105 2,870 356 -
French Belgium 100 2,960 26.7 —
Flemish Belgium 100 2,960 319 —
Germany; Fed. Rep: of 127 3,210 3326 —
Sweden 98 4,240 32.7 —
) United States 110 5,160 32.8 273

— Not available:

a. Refers to score on mathematics test. - . - S .
.- Sources: -Forscience scores, Heyneman and Loxley {1983); all tests were designed by the International Association for the Evaluation of
Educational Achievement (iEA). For reading comprehension scores; Thorndike (1973).




ppendix Table 13. Percentage Share of Ediicational Subsidies by Income Group

Ne* -

_ Income group
e ; . ) : Poorest Middle Upper
Country (source) _ Year of data Subsidy 40 percent 40 percent 20 percent
Colombia ._ 1974 Primary 59 36 6
(Selowsky 1979) Secondary 39 46 16
University 6 35 60
T All levels 40 39 21
Malaysia 1974 Primmary 50 40 -9
(Meerman 1979) Secondary 38 43 18
Postsecondary 10 38 51
All levels 41 41 18
Poorest ~ Middle  Upper
40 percent 30 percent 30 percent
Indonesia ____ 1978  Primary 51 27 22
(Meesook 1984) Junior secondary 45 21 33
Senior secondary 22 23 55
University 7 10 83
All levels 46 25 29
Poorest . Middle — __Upper
30 percent 30 percent 40 percent
Chile . 1983 Preprimary 50 35 15
{Castaneda 1984) Primary 53 29 18
Secondary 37 35 28
University 5 24 61
Alllevels 39 29 _ 32

- — -

All rows rotal 107 percant except for rounding.
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4. Distribution of Enrollment and Population by Socioeconomic Statiis, arounid 1980

Percentage of enroliment Percentage
. S : — - - of total
- Region ard socioeconomic status Primary  Secondary  Higher  population® _

Anglophone Africa (6) . B .
Farmers o 74 36 39 76
Manual workers and traders 18 29 21 18
White-collar. . = . 8 35 40 6

Francophone Africa (4) - B .
Farmers . o 61 36 39 76
Manual workers and traders 26 27 21 18

. White-collar 13 37 40 6

Asia (4) - - - -
Farmers , . 53 25 19 58
Manual workers did traders 34 33 38 32

_ White-collar 13 32 43 10

Latin America (6) - - B
Farmers . ) ] 31 12 10 36
Manual workers and traders 52 54 35 49

~ White-collar N 17 34 45 15

Middle East and North Africa (4) - B - B
Farmers o 39 15 22 42
Manual workers anid traders 49 57 31 48

~ White-collar 12 28 47 10

OECD (13) N N -
Farmers - S 12 1 11 12
Mannal workers and traders 53 45 32 53
White-collar _ 35 44 57 35

a. The number of countries in each region is indicared by the figure in parentheses..
b. The total population figures refer to the population ot parents with school-age children:

Source: Mingat and Tan (1986a).

62
67

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

Appendix Table 15. Price and Income Elasticities of Demand for Education: Micro Estimates

Elasticity
____ Areaandyearofdata = Bebpavior variable _ __ _ _ Incomes Price®
Colombia (1967-68) Total spending on education 1.045 i
Share of household budget on 0.334 i
_ education .
Actual expenditiire and pre- 1343 =067
I _ dicted expenditure.
El Salvador (1980) Total spending on education o
Santa Ana 0.967 i
Sorisonate . 0.023 i
Mali (1982) . Enrollment ratio. : — -0.98
Malawi (1983) Household enrollment ratio — —0.03
Malaysia (1976) Proportion of children going to
school
611 years 6.097 -0:039
: 12-18years . . 0318  -0.012
Pakistan {1978-79)  Proportion of children going to  0:01-0:15 —
: school
Philippines Years of completed schooling s L
1968 First estimate 0.111 ~0.05
1968 Second estimate 0:111 —-0.008
1975 Enrollment rates — -0.625
Taiwan {1950-69) Number of people taking col- 0:303 1.763
lege entrance exan..aation* o
Tanzania (1981) _  Total spending on education 0.03 —

i Inelastic,
— Not available. = -

__Nate: Results for Colombia; El Salvador, Malawi; Mali; ind Philippines, 1975, dre bised on household-level analysis; in the other
countries; they zire based on individunl-level analysis: Do S R
- a. The inconie measure for Colonibia, Malawi, and-Tanzania is father’s income; for E! Salvador, | ent income; for Mali
and Malaysia, household inicome; for Pakistan and Taiwan, household income per capita; for Philippines, 1968, father's wage; and for
Philippines, 1975, landownership. - L

b." The price measur for Colombia, El Salvador, and Malawi is the cost burden of educating the number of children of school age; at the
current fee structure and private costs; for Mali; the amount of fees paid to parents’ association; for Malaysia and Philippines; 1975, distance
to school; for Philippines, 1968; first estimate; mean wage for children aped 7 -14; for PLilispires; 1988, second estisiate; mean wige for
children aged 15-19; for Taiwan, average tuition and fees. .

household perma

c. Study differs from the rest because it uses time-series macro data: L
Sources: Jimenez (forthcoming) except for Philippines, 1968, second estimate (King and 1 ulard 1783) and for Malaysia (de Tray 1984).
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