
MODULE 3 

Planning the financing of educatio n 

Overview 

Modules 1  an d 2  helpe d yo u t o develo p a  comprehensive ide a o f ho w bot h 
the globa l environmen t an d th e loca l contex t conspir e t o constrai n an d 
influence th e financin g o f education . I t i s no w tim e t o focu s o n th e syste m 
itself t o ge t a  general ide a o f it s operations , an d it s financia l demands . I n 
Section 1  o f thi s modul e w e are going t o tak e a  closer loo k a t indicator s o r 
descriptors i n us e that ca n throw ligh t o n ho w th e syste m may  b e operating . 
The questio n w e ar e trying to answe r i s this : How  do planners  know  that they 
are financing their  education  system  adequately? Th e descriptor s o r indicator s 
become usefu l tool s i n determining ho w th e syste m i s functioning a t presen t 
levels o f financing . 

Having explored th e indice s tha t hel p u s to determin e i f we ar e financin g 
education adequately , w e then g o o n t o Sectio n 2 , whic h consider s whethe r 
we hav e bee n raisin g the mone y i n the mos t efficien t an d equitabl e ways . 
Various alternative s ar e examine d whic h hel p t o wide n th e framework s 
governing ho w educationa l financin g ha s bee n conceptualise d an d source d 
in the past . 

SECTION 1 

Objectives 

At th e en d o f Sectio n 1 , the participant s shoul d b e abl e to : 

1. Analys e th e reason s wh y government s tak e a n interes t i n education . 

2. Identif y importan t indicator s o f flows , distributions an d stock s i n a n 
education system . 

3. Infe r fro m thes e indicator s informatio n abou t th e variou s level s o f th e 
education system . 

4. Evaluat e th e strength s an d weaknesse s o f suc h indicators . 

5. Justif y recommendation s fo r adequat e level s o f financin g t o maintai n an d 
improve th e educatio n system . 
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A pertinen t questio n a t th e star t o f thi s module , on whic h participant s ca n 
reflect, i s why  should governments take an interest  in  education at  all?  I n muc h 
of th e Thir d Worl d w e hav e inherite d colonia l educationa l structure s and , 
since independence , nationalis t government s hav e continued t o buil d upo n 
this syste m an d expan d it . W e hav e gone throug h a  period i n the 1960 s an d 
1970s whe n huma n capita l an d modernisatio n theorie s sough t t o convinc e 
governments tha t educatio n wa s the ke y to economi c development . Today , 
that ha s bee n expose d a s a myth. However , educatio n continue s t o b e a 
priority wit h governments . Thi s modul e wil l provid e som e answer s t o th e 
question pose d above . You wil l als o b e intereste d i n the sort s o f answer s 
given b y personnel , especially fro m th e Ministr y o f Educatio n an d tha t o f 
Finance. Exploring thi s questio n ca n b e worthwhile . 

Activity 1 
Why should governments take  an interest in education? Research this  issue in 
the following ways: 

1. Write  down your answers  to  the  above question. 

2. Pose  the question to personnel  of the  Ministries of Education  and Finance. 

3. Peruse  national  policy  papers such as  plans of education or budget 
speeches. 

Organise the responses into  categories.  What  are the implications inherent  in 
your findings? Discuss  your findings with  those of other participants. 

The actua l reason s explainin g governmen t involvemen t i n educatio n ma y 
differ substantiall y i n differen t part s o f th e world . However , onc e tha t 
interest i s there, and tha t mean s mone y i s invested i n the system , 
governments nee d t o kno w throug h variou s mechanism s ho w wel l the y ar e 
doing. Thi s i s usuall y don e throug h indicator s o f variou s sort s an d i t i s t o 
the utilit y o f thes e indicator s tha t muc h o f thi s modul e i s devoted. 

The appropriation s bil l o f nationa l government s allocate s fund s t o 
education usin g criteria whic h ar e base d o n a n understandin g o f th e 
international an d loca l context s o f financing . Budgetar y allocatio n withi n 
education itsel f i s often organise d i n ways tha t tak e cognisanc e o f policie s t o 
which governments hav e alread y give n thei r approval , for exampl e expansio n 
of basi c education , apparently withou t a  holistic vie w o f ho w th e entir e 
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system i s performing . I t i s mandatory , especiall y i n times o f financia l 
stringency, tha t planner s i n educatio n an d finance hav e detailed knowledg e 
of the operation s o f th e entir e syste m t o provid e a  basis fo r determinin g 
whether i t i s being optimall y financed . Doin g i t solel y th e othe r way , i.e . 
allocating funds base d o n project s an d reform s previousl y agree d upon , 
relies on a  kind o f blin d fait h tha t everythin g outsid e thos e sector s i s 
functioning well . Indicator s provid e evidenc e an d clue s tha t tel l wha t th e 
situation i s and ho w i t i s changing . 

This activit y i s designed t o allo w participant s t o identif y an d infe r 
educational an d financin g informatio n fro m a  wide arra y o f indicators . 

Activity 2 

Below is a general  list  of  the  most  common indicators that  are  presumed  to 
throw light on  the  relationships,  stocks,  flows and distributions  within  the 
education system.  Attempt  to  reorganise  the list  under five categories  that  you 
believe may be important in  assessing the  financing of  education. 

• Students'  examination  performance 

• Student-teacher  ratios 

• Repetition  rates 

• Rates  of population growth 

• Numbers  of  teachers  leaving 

• Migration  trends 

• Teacher  stocks 

• Enrolment  ratios 

• Teacher  wage bill 

• Illiteracy  rates 

• Enrolment  in, and  costs  of different  curriculum  areas 

• Enrolment  in different types  of schools 

• Numbers  of  dropouts  at  each  level  of schooling and type  of  school 

• Structure  of  the  national  population  by  age and sex 

• Student  enrolment  and  performance  by  gender, ethnicity  religion,  and 
geographic area 

One wa y o f approachin g thi s exercis e i s to reflec t o n wha t categorie s o f 
information yo u woul d conside r importan t t o hav e i n han d i n makin g 
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judgements abou t th e adequac y o f ho w th e syste m i s bein g financed. 
Immediately, you realis e tha t on e mus t hav e a  fairly precis e ide a of : 

1. Number s o f students ; 

2. Number s o f teacher s withi n th e system ; 

3. Ho w thos e number s wil l chang e i n the nex t fe w years ; 

4. Whethe r al l groups ar e accessing education equally ; 

5. Whethe r investe d resource s ar e bein g utilise d efficiently . 

The reorganise d lis t shoul d loo k somethin g lik e thi s (som e indicator s may 
overlap categories) : 

1. Studen t Enrolmen t -  enrolmen t ratios , enrolment i n differen t type s o f 
schools 

2. Teache r Suppl y -  teache r stocks , teacher wag e bill , number s o f teacher s 
leaving, student-teacher ratio s 

3. Demographi c factor s -  structur e o f th e nationa l populatio n b y ag e an d 
sex, rates o f populatio n growth , migration trends , studen t enrolmen t an d 
performance b y geographic are a 

4. Equit y -  studen t enrolmen t an d performanc e b y gender , ethnicity , 
religion, and geographic area ; enrolment i n differen t type s o f schools ; 
illiteracy rate s 

5. Efficienc y consideration s -  students ' examinatio n performance , 
repetition rates , numbers o f dropout s a t eac h leve l o f schoolin g an d typ e 
of school , enrolment i n and cost s o f differen t curriculu m areas , number s 
of teacher s leaving , enrolment i n differen t type s o f schools , illiterac y 
rates. 

Gross Enrolmen t Ratio s ar e obtained b y dividin g th e tota l numbe r o f 
students enrolle d i n a  level o r stag e o f educatio n b y th e wide r populatio n o f 
that ag e group correspondin g t o tha t leve l o r stage . Fo r example : 

Number enrolled  in  primary schools 

Number of  children  of  primary  school  age 

This indicate s informatio n o n th e number s i n eac h stag e o r leve l (fo r 
example, primary , secondar y an d tertiary ) wh o ar e i n school , as well a s th e 
non-schooling ga p fo r thos e stage s o r levels . The sprea d o f childre n i n eac h 
level, graduates fro m eac h leve l and th e approximat e attritio n takin g plac e as 
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students progres s throughou t th e syste m als o become s known . This 
indicator, becaus e i t assume s tha t person s enrolle d i n school s mus t b e o f 
primary schoo l ag e (i n man y countrie s 5-1 1 years) , ma y approac h total s 
that excee d the numbe r o f childre n i n the countr y o f tha t ag e group. A 
refinement o f thi s i s the ne t enrolmen t rat e calculate d b y dividing : 

Number of  pupils  enrolled  only  of  primary  school  age 

Number of  children  of  primary  school  age 

In assessing the financin g o f th e system , questions ten d t o centr e aroun d 
whether th e enrolmen t ratio s a t primary , secondar y an d tertiar y level s ar e 
acceptable give n the resource s o f th e countr y an d it s developmen t plan s 
and prospects . Fo r example, Universa l Primar y Educatio n (UPE ) i s a 
widespread goa l fo r man y developin g countrie s an d financin g decision s ma y 
have to prioritis e th e primar y leve l befor e considerin g expandin g enrolment s 
ratios o n a  similar scal e i n the secondar y an d tertiar y sectors . To gaug e 
whether th e financin g o f th e educatio n syste m i s adequate , comparisons ar e 
often mad e t o countrie s o f simila r incom e an d endowment , a s well a s t o 
others considere d t o b e mor e developed . 

Box 1 

Table 3. 1 . Cross Enrolmen t Ratio s b y Leve l of Educatio n i n Selecte d 

Countries i n 199 0 

Country 

Developing countries 

Sub-Saharan Africa 

Arab states 

Latin America/Caribbean 

Eastern Asia/Oceania 

Southern Asia 

Developed countries 

North America 

Asia/Oceania 

Europe/former USS R 

Cross enrolment ratio s % 

Primary 

66.7 

83.4 

109.9 

120.0 

88.4 

102.0 

102.0 

102.0 

Secondary 

17.5 

52.7 

S7.6 

53.3 

38.4 

98.9 

96.8 

93.1 

Tertiary 

1.9 

12.6 

18.7 

6.1 

8.9 

70.4 

32.8 

27.3 

NB The intake exceeds 10 0 per cent where enrolment dat a includ e children who are 
below or above primary schoo l age and are repeating various grades. 

Source: Reimer s and Tiburcio, 1993 , p.2 9 
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Enrolment i n different type s o f schools , especially differen t type s o f 
secondary an d tertiar y institutions , ha s bee n a n importan t indicato r i n th e 
past, for manpowe r plannin g purposes . Manpowe r plannin g use s severa l 
techniques t o matc h th e outpu t o f school s ove r a  period, for exampl e th e 
next te n years , with th e numbe r an d kind s o f employmen t opportunitie s tha t 
would aris e i n that tim e o n th e labou r market . Similarl y today , assessment s 
of th e financin g o f educatio n focu s o n whethe r th e heavies t financia l outla y 
is in the kind s o f educatio n presentl y i n demand b y th e labou r market . 

For example, the traditiona l concep t o f educatio n i s gradually changin g t o 
accommodate a n understandin g tha t a  general education , that i s one havin g 
a large componen t o f literacy , numeracy , compute r an d communicatio n skills , 
may b e mor e usefu l i n today's world . I f i t i s found tha t larg e sum s ar e stil l 
supporting a  specialised technical-vocationa l programm e i n secondar y 
schools, a legacy o f th e huma n capita l paradigm , then th e understandin g i s 
that th e syste m i s being inappropriatel y financed . 

Teacher supply : Any discussio n o f teache r cost s mus t includ e recurren t 
costs. These refe r t o al l expenditure tha t i s disbursed i n the shor t term , 
i.e. over a  budgetary yea r an d includ e teache r salaries , as well as th e 
maintenance an d utilit y supplie s an d othe r service s neede d b y th e school s 
every day . Recurren t cost s ar e often contraste d wit h capita l expenditur e 
which i s the heav y financia l outla y usuall y carde d fo r buildin g plan t o r 
purchasing expensiv e equipmen t an d machinery . 

Teacher stock s provid e informatio n o n whethe r ther e ar e enough teacher s 
to ru n th e system . The planne r mus t hav e an overal l perspectiv e o f wha t th e 
present teachin g stoc k i s like . For example , the proportio n o f olde r t o 
younger teacher s allow s on e t o b e able t o forecas t ho w man y wil l leav e 
through retiremen t an d therefor e ho w many , and i n what subjec t areas , 
recruits wil l b e necessary . This wil l hel p t o avoi d the proble m o f teache r 
shortages. 

The teache r wag e bil l wil l als o b e accuratel y determine d i f the teache r 
stock i s known. The financin g o f th e educatio n syste m mus t allo w fo r a n 
increase i n the bil l eve n though recruit s hav e no t entered . Teachers ear n 
increased remuneratio n throug h seniorit y s o that salarie s an d uni t cost s 
increase a s the teachin g populatio n grow s older . Keepin g costs dow n may 
entail encouragin g earl y retiremen t an d maintainin g a  balanced rati o o f olde r 
to younge r teachers . 

The number s o f teachers leavin g the professio n i s a difficult indicato r t o 
forecast. I n response t o Structura l Adjustmen t Policie s i n man y developin g 
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countries, teachers hav e had thei r wage s cu t an d variou s strategie s hav e 
been devise d t o encourag e the m t o retir e early . Some ma y sta y o n bu t i t i s 
questionable whethe r i n suc h a  climate they , o r ne w recruits , are able t o 
deliver qualit y instruction . 

Box 2 

The Degradatio n o f the Teaching Environmen t 

Cuts in the rea l level of teachers ' incomes resul t i n low moral e i n the 
profession and reduced motivation an d effectiveness, with seriou s 
implications fo r schoo l quality . In addition, teachers ma y be forced t o 
take on secon d jobs o r activities , often leadin g to increase d absenteeis m 
and to reduce d time for preparin g classes, correcting paper s an d bein g 
available for students . The erosion o f income also leads to traine d staf f 
leaving the profession . Scientific, mathematical an d technical subject s are 
particularly affected . 

As a result o f bot h lowe r wages and degradation o f working conditions , 
the attraction o f teaching as a career ha s been considerably reduced . 
UNESCO's Statistical  Yearbook  1991 indicates a  declining proportion o f 
students enrolle d in teacher training at the secon d leve l of education . 
Between 198 0 an d 1989 , enrolment i n teacher training as a percentage 
of total enrolmen t decline d from 7 2 t o 6. 6 pe r cen t i n Africa an d fro m 
4.1 t o 3. 2 pe r cen t i n Latin America. 

An option use d to cu t bac k on teacher cost s ha s been to increas e th e 
proportion o f young, inexperienced an d temporary teachers , with th e 
effect o f reducing the average salary paid . Using untrained teachers i n 
countries where large numbers are already without qualificatio n i s unlikely 
to contribut e t o th e quality o f the system . In Costa Rica , for example , 
better educate d teachers hav e been gradually replace d by aspirants , high 
school graduates without adequat e training . At th e secondar y level , these 
aspirants represented 23. 9 pe r cent o f the teaching force i n 1990 , up 
from 9. 7 pe r cent thre e years earlier . 

Source: Adapted from Reimer s and Tiburcio,1993, pp .45-4 6 

Student-teacher ratio s ar e calculated b y dividin g th e tota l numbe r o f 
students i n a  school o r typ e o f schoo l b y th e tota l numbe r o f teacher s 
teaching them. Increasin g this rati o reduce s overal l costs . I f enrolment s 
increase relativ e t o teache r stock , then mor e student s wil l b e educate d a t 
the sam e cost . A  few student s ca n b e admitte d t o a  class ove r th e norma l 
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maximum, without an y ris e i n costs . Planner s ben t o n maximisin g costs , 
though, nee d t o b e awar e o f th e threat s t o qualit y educatio n i n very larg e 
classes, such a s upwards o f 4 0 students . Financin g the syste m adequatel y 
will therefore als o involv e decisio n makin g that seek s t o minimis e thos e 
threats -  fo r example , expansion o f enrolment s ma y no t necessaril y involv e 
increasing the student-teache r ratio s i n traditiona l classrooms . 

Box 3 

Secondary School Expansio n 

A more radica l approach to achievin g a major expansion i n secondar y 
education woul d be to increas e the use of distance-education method s 
using a combination o f written materials , radio broadcasts an d 
correspondence techniques . A combination o f self-stud y an d radi o 
broadcasts could be supplemente d b y supervise d stud y i n communit y 
centres, secondary schools , tertiary institution s an d extramural centres. 

In countries with lo w progression ratio s to secondar y education , distance 
education coul d b e used to increas e educationa l opportunitie s fo r thos e 
who leave school afte r three years of post-primary education . For the 
unemployed i t coul d be organised on a full-time basis ; for thos e wh o 
work, on a  part-time basis . Governments ma y wish to encourag e th e 
establishment o f private correspondenc e schools . Other option s ar e the 
use of secondar y school s (man y o f which close in the afternoons an d 
evenings) an d the strengthenin g o f continuing education department s i n 
tertiary colleges . 

Source: Worl d Bank , 1993 , p. 104 

Demographic Factor s 

The structur e o f the nationa l populatio n b y age and se x constitute s 
basic dat a tha t an y assessmen t o f th e financin g o f th e educatio n syste m 
must tak e int o account . Thes e statistic s provid e informatio n o n th e siz e o f 
the schoo l ag e populatio n i n differen t ag e ranges . Dynamic factor s ca n alte r 
this structur e s o tha t th e level s o f enrolmen t i n primar y schools , fo r 
example, from on e five-yea r perio d t o another , ma y diffe r considerably . 
Hence, financing th e syste m adequatel y i n one pla n perio d wit h 50 0 
primary schools , may no t necessaril y mea n tha t thi s remain s s o i f birt h 
rates decline . 

Rates o f populatio n growt h ca n kee p planner s abreas t o f ho w enrolmen t 
figures ar e likel y t o change . I f birt h rate s decline , then fiv e o r si x years fro m 
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that date , primary school s wil l hav e a  reduced intake ; twelve year s fro m tha t 
date, junior secondar y educatio n wil l als o suffe r a  similar fate . Buildin g man y 
schools t o accommodat e th e schoo l ag e populatio n no w may  pos e problem s 
five year s later , when expensiv e capita l outla y remain s under-utilise d A  fal l i n 
enrolment doe s no t necessaril y mea n tha t cost s wil l fall , as the sam e numbe r 
of teacher s ma y continu e t o b e employe d an d recurren t expense s i n th e 
form o f electricity , wate r an d buildin g maintenanc e continu e a s before . 

However, the mor e commo n proble m i n developing countrie s i s th e 
continuing hig h rate s o f populatio n growth . Schoo l buildin g i s stil l fa r behin d 
what i s considered necessar y fo r universa l primar y education . An assessmen t 
of whethe r th e syste m i s being adequatel y financed  mus t conside r no t onl y 
those enrolle d bu t als o th e exten t o f th e shortfal l i n provision . 

Migration trend s cal l int o questio n th e heav y investmen t b y government s i n 
all level s o f education . Emigratio n o f highl y educate d manpowe r represent s 
significant losse s i n terms o f mone y investe d i n peopl e an d th e potentia l 
benefits the y coul d hav e brough t t o thei r countr y a s a resul t o f thei r 
advanced training . 

Box 4 

Education and Development -  Emigratio n 

A widespread respons e to hig h unemployment an d lo w income level s i n 
the Caribbean ha s been emigration. In recent decades , the proportio n o f 
the Caribbean populatio n voluntaril y emigratin g each year ha s been 
higher than that o f any of the region s of the world . While man y migrant s 
are very young, much of this emigration ha s been concentrated amon g 
the mos t highl y traine d segment s o f the population . In Jamaica, for 
example, between 198 0 an d 1986 , the los s of skille d labour throug h 
emigration was equal to hal f the graduates produce d by nationa l trainin g 
institutions ove r tha t perio d i n the respectiv e disciplines . A consequenc e 
of such high levels of emigratio n i s lower socia l rates of return t o 
investment i n education an d training. To a certain extent , local deman d 
for education an d training in the Caribbea n i s linked to anticipate d 
labour marke t opportunitie s i n North America . Hence, an important issu e 
facing most Caribbea n governments ami d such high emigration i s the 
appropriate mi x of financing for huma n capita l investments , especially a t 
the post-secondar y educatio n level , given that individua l returns on suc h 
investments ofte n significantl y excee d those accruin g to th e state . 

Source: World Bank , 1993 , p. xv 
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Student enrolmen t an d performanc e b y geographic are a i n developin g 
countries sho w marke d difference s betwee n urba n an d rura l communities . A 
certain minimu m guarantee d enrolmen t i s necessar y t o justif y th e cost s o f 
building a  secondary school , so urba n area s tend t o hav e bette r provision . 
The cost s ar e highe r tha n fo r primar y school s becaus e o f th e specialise d 
curricula needin g highe r pai d subjec t teacher s an d a  variety o f resources . 
Unit cost s ar e also highe r i n rura l area s where th e teacher-pupi l rati o ma y b e 
lower tha n tha t i n the urba n environment . 

Activity 3 

Student performance  in  rural  schools  tends to be  lower  than that  of  students 
in towns.  Consider the following scenarios  in relation to  what  obtains  in  your 
own country: 

• A  dearth  of  highly  qualified secondary  school teachers; 

• A  high  percentage of student  unpunctuality  and  irregularity; 

• High  opportunity  costs; 

• The  curriculum in many rural areas  offers  agricultural  courses,  but there  is 
low enrolment and a  high  failure rate. 

Make a  case  for adequate  financing  of  rural  education  in  your country  and 
identify relevant  organisations that  may  be  of help. 

Equity 

Equity consider s whethe r al l student s ar e bein g treated fairl y i n the system . 
Financing the educatio n syste m adequatel y involve s analysin g th e 
experiences o f differen t socia l groups . Just a s rura l student s ma y suffe r 
inequities, so too migh t socia l groups tha t diffe r becaus e o f gender , religion , 
ethnicity o r som e typ e o f handicap . I n man y developin g countrie s female s 
were admitte d lat e int o educatio n an d i n som e countrie s the y ar e stil l 
excluded fo r variou s reasons . Yet i t ha s bee n show n tha t th e benefit s tha t 
accrue fro m expandin g female enrolment s fa r outweig h th e increase d 
expense. 
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Box 5 
Female Literacy and Developmen t 

Increasing national an d internationa l concer n over the persistenc e o f 
female illiteracy ha s been due i n part t o th e stead y accumulatio n o f 
research on it s many differen t implication s fo r th e processe s of socia l 
change and economic development . Beside s a focus on the vita l rol e tha t 
women play i n agriculture an d rural development i n many countries , 
attention ha s also focused on the implication s o f female illiterac y fo r 
population growth an d health , and on the relationshi p betwee n th e 
mother's literac y an d education o f the child . I n the latte r connection , the 
idea o f 'famil y literacy ' ha s been gaining ground i n some countries wit h 
the realisatio n tha t mos t children spen d more time i n their year s up t o 
adolescence with thei r family , and especially thei r mother , than wit h an y 
other educationa l 'medium ' including school , and that i f children hav e 
difficulty i n reading it i s often becaus e thei r mother s do too . I t ha s been 
said that th e family i s 'the world' s smalles t school' . 

Source: UNESCO, 1993 , p.2 8 

Many developin g countrie s ar e ethnicall y divers e an d th e planne r mus t b e 
especially vigilan t i n ensurin g tha t th e educatio n syste m i s no t inadvertentl y 
favouring one socia l group ove r another . Thi s i s a complex scenario , 
particularly whe n internationa l standard s an d indicator s ten d t o discriminat e 
among the variou s sector s o f a  population. One cas e i s the definitio n o f 
literacy. 
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Box 6 
Equity and Linguisti c Diversit y 

Since the celebration o f Internationa l Literac y Yea r (1990 ) an d th e 
holding of the World Conference on Educatio n for Al l (Jomtien , 1990 ) 
there has been a greater awareness of the whol e complex o f cultural , 
social and economic factor s associated with th e persistenc e o f illiterac y 
in both develope d and developing countries. The question o f languag e is 
becoming recognised as central. National literac y goals cannot b e 
defined i n a meaningful way without explici t referenc e t o th e languag e 
(or languages ) i n which the literac y i s to b e acquired. 

International indicator s o f linguisti c diversit y hav e not ye t bee n 
developed; not al l national censuses collect th e basi c information . The 
two region s -  sub-Sahara n Africa and Southern Asia -  whic h have the 
highest concentrations o f illiteracy bot h hav e very complex languag e 
situations, although i n every regio n there are countries wher e th e 
population need s to acquire a n understanding of mor e than one 
language in order to cop e with the demands o f daily life . Indeed, it no w 
appears tha t the whole question o f illiteracy a t the global leve l is 
entangled with tha t o f learning a second languag e sinc e the majorit y o f 
countries i n the world ar e not monolingual , and a majority o f the world' s 
population live s in a relatively smal l number o f very populou s multilingua l 
countries wher e the opportunities t o becom e literat e i n the mothe r 
language are unevenly distribute d amon g the differen t languag e groups . 

It i s estimated tha t ther e are over 6,00 0 differen t language s in th e 
world, but man y of them -  rar e flowers o f huma n thought -  ar e dying 
out. Only 1 2 are estimated to hav e around 10 0 millio n o r mor e speakers . 
. . . Mor e than hal f the world' s language s ar e concentrated i n only 7 
countries -  Papu a New Guinea (850) , Indonesia (670) , Nigeri a (410) , 
India (380) , Cameroon (270) , Australia (250 ) an d Mexico (240 ) . . . 
Another 1 5 countries each harbour mor e than 10 0 differen t language s 
(Zaire, Brazil, Philippines, former USSR , Malaysia, United State s o f 
America, China, Sudan, Vanuatu, Central African Republic , Myanmar an d 
Nepal). Bilingualism i s common i n a majority o f these countries, and fo r 
significant part s o f the populatio n i n some of them literac y i s only 
feasible in  a  second language because the mothe r languag e ha s no 
established orthography o r written material . The gradual sprea d o f 
literacy throughou t th e South , therefore, has required a  degree o f 
cultural flexibility an d tolerance tha t statistic s o f literac y d o no t measure . 

Source: UNESCO, 1993 , pp .25-2 7 
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Efficiency considerations 

All th e indicator s an d categorie s liste d abov e hav e an efficienc y component . 
Efficiency describe s a  relationship betwee n th e cost s o f input s an d output s 
(the desire d goals an d outcome s o f th e system) . A projec t i s efficient i f i t 
produces benefit s o r gain s enoug h t o justif y th e capita l outlay . There ar e 
two concept s whic h nee d t o b e examine d i n relatio n t o efficienc y an d 
education. 

Internal efficienc y o f educatio n -  thi s i s a  measure o f ho w a  given 
investment i n education improve s th e qualit y o f a n educationa l outcome . 
Any investment , b e i t remedial , teacher trainin g o r curriculu m reform , shoul d 
result i n qualit y learnin g or improve d output s fro m th e system . Hig h 
repetition an d dro p ou t rate s sugges t wastag e an d a  low interna l efficienc y 
of education . 

Box 7 

Hypothetical Example : Literacy Programme Cost s vs Benefits 

We wish to ascertai n the benefit s and costs associate d with thre e 
strategies for improvin g adult literacy : 

1. Standar d classroom approach with 2 5 - 3 0 student s pe r teache r fo r 
2-hour classes , three times a  week; 

2. Self-instructio n wit h technologica l aids , for example , cassettes, 
programme texts and standard classes once a  week; 

3. Thre e standard classes per week as well as one remedia l sessio n wit h 
no more than 5  students . 

The following table show s the hypothetica l benefit s i n monetary term s 
that shoul d accrue for eac h of the groups . 

Strategy Cost s Benefit s C/ B 

1. $200,00 0 $250,00 0 0.8 0 

2. $150,00 0 $125,00 0 1.2 0 

3. $350,00 0 $420,00 0 0.8 3 

In order t o conside r an y particular programme , the benefit s mus t a t leas t 
be equal to th e costs . Of the three , the self-instructio n strateg y ha s a 
cost-benefit greate r tha n unity , meaning that cost s excee d benefits . 

Source: Adapted from Levin , 1983, pp. 22 -25 
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External efficienc y o f educatio n -  thi s i s a  measure o f ho w investment s i n 
the educatio n o f a n individua l ca n resul t i n increase d incom e o r earning s t o 
the individual . 

Cost benefi t an d cos t effectivenes s analysi s ar e ways o f verifyin g efficiency . 
In cos t benefi t analysi s a n attempt i s mad e t o evaluat e variou s alternative s 
or innovation s b y comparin g thei r cost s an d benefits , measure d i n monetar y 
terms. 

Activity 4 

• Attempt  to  identify  the  costs associated with each strategy. Costs  include 
all the  resources that  are  used to carry out  an  activity, even if  they  are 
difficult to  quantify The  third strategy  is the most costly Suggest  why  this 
might be so. 

• Consider  how we may be able to assess benefit,  i.e. literacy gains in this 
case, so that we  can convert benefits to monetary  gains, to compare costs. 
How may pecuniary benefits accrue to an  individual from improved  literacy? 

Cost effectiveness , o n th e othe r hand , has certai n outcome s o r goal s i n 
mind, and wil l evaluat e differen t alternative s alon g two measure s -  thei r 
costs an d thei r effect s i n producin g th e targete d outcome s o r goals . Th e 
innovation t o b e adopted woul d b e th e on e tha t ca n produc e th e desire d 
outcomes a t a  competitive price . 
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Box 8 
Table 3.2. Hypothetica l Example : Remedial Maths Programme: 
Costs vs Effectiveness 

The table below summarise s costs and effectiveness dat a fo r fou r remedia l 
maths programme s tha t ar e being considered. To obtain dat a o n 
effectiveness ther e mus t b e a control group where n o treatment i s bein g 
given so as to compar e achievemen t (o r effectiveness ) amongs t th e 
different groups . 

Method 

1. Smal l groups working with a special tuto r 

2. IPI - individuall y programme d instruction i n 
which the student works at his own pace in 
a special resource room with individualise d 
materials and co-ordinato r 

3. CAI - compute r aide d instruction, includes a 
10-minute sessio n of dril l and practice in 
arithmetic concepts , problems and operations 

4. Peer tutoring in which older student s spen d 
30 minutes a day tutoring those needin g 
remediation 

Source: Adapted from Levin , 1983, pp.19-

Cost pe r 
student 

$300 

$100 

$150 

$50 

21 

Effectiveness 
(test score) 

20 

4 

15 

10 

C/E 

$15 

$25 

$10 

$5 

Activity 5 

• Suggest  the items in each method that contribute  to  the  costs shown. 

• Which  approach is  the most effective as determined by test scores? 

• Which  approach is  most cost-effective? 

• What  is  the important point  here  for those  who have to  finance the  system? 

• For  a context that you describe,  explain  which of these  methods or 
combination of  methods you would  choose. 

• It  is  said of this  method that it  does  not  allow the planner to make an 
overall determination of whether a programme is worthwhile in the sense 
that its  benefits exceed its costs. What does this  mean? 

Both cos t benefi t an d cos t effectivenes s analyse s ar e valuabl e tool s fo r 
those concerne d wit h financin g the educatio n syste m a s efficiently a s 
possible. Boxe s 9  an d 1 0 provid e evidenc e relevan t t o assessment s o f th e 
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internal efficiency o f the education system. Activities 6,7 , and 8  examine 
various aspects of the interna l efficiency o f education. 

Box 9 

Table 3.3. Internal Efficienc y a t th e Firs t Leve l of Educatio n i n 

Countries (1990 ) 

Country 

Burundi 
Lesotho 
Haiti 
Trinidad & 
India 
Denmark 
Switzerland 
Tonga 

Percentage of 
repeaters 

22 
22 
13 

Tobago 3 
4 
0 
2 
4 

New Zealand 3 

Percentage 
Grade 2 

89 
85 
80 

100 
92 
99 

100 
100 
99 

Source: UNESCO , 1993, pp.132-3 5 

of the 1989 cohort 
Grade 4 

77 
73 
5S 
89 
68 
99 

100 
93 
97 

Selected 

: reaching Coefficien t 
Final grade o f 

efficiency 

77 
50 
39 
89 
62 
99 

100 
92 
97 

0.70 
0.54 
0.53 
0.92 
0.74 
1.00 
1.00 
0.90 
0.96 

Activity 6 
• The  table is actually charting two indicators contributing  to internal 

efficiency in education. 
What are they? 
What implications are there for the financing of education? 

• Which  countries  are  maximally efficient at  the  primary level of education? 
What are the factors that probably contribute to  this? 

• Consider  your own country -
(a) What  is the coefficient of efficiency where primary education is 

concerned? 
(b) What  are the likely factors responsible for this  level of efficiency? 
(c) Are  there equity considerations in  the way the two indicators seem to 

be distributed among different social groups and different types of 
schools? 
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Activity 7 
Enrolment in  and costs  of different  curriculum  areas 

These indicators  allow the planner to fine-tune the  financing of  the  system. 

• Collect  statistical data  for your country  for the  last 5  years on enrolments 
and relative costs of different  curricular  areas  at secondary  school. 

• Examine  this data to  determine if there  are trends that have  resulted in 
inefficiencies, i.e.  curricula which  may be too costly given enrolments or 
other factors. 

• Consider  whether there may be equity considerations in how enrolments are 
distributed among  the different curriculum areas at secondary  level. 

• Justify  recommendations for adequate  levels of  financing to  maintain  and 
improve the education system. 

Box 10 
Table 3 .4 . Proportio n o f Caribbea n 
Passes in CXC* (1990 ) 

Territory Nos 
5 + 

Anguilla 
Antigua/Barbuda 
Barbados 
Belize 
British Virgin Is. 
Dominica 
Grenada 
Guyana 
Jamaica 
Montserrat 
St Kitts-Nevi s 
St Lucia 
St Vincen t 
Trinidad & Tobag o 
Turks & Caico s 
Total 

gaining 
passes 

5 
59 

386 

49 
4 

S6 
46 

182 
1,228 

16 
S3 

189 
81 

2,555 
3 

4,912 

*Caribbean Examination s Counci l 
Source: World Bank, 1993, p. 251 

Secondary Student s Gainin g 5 + | 

Total entr y 

90 
728 

5,184 

1,482 
168 
780 

1,401 
6,210 

22,229 
152 
548 

1,607 
1,423 

27,694 
146 

69,842 

Percentage gaining 5 + 
passes by country 

5.6 
8.1 
7.4 
3.3 
2.4 
7.2 
3.3 
2.9 
5.5 

10.5 
9.7 

11.8 
5.7 
9.2 
2.1 
7.0 
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Activity 8 
• What  is the main point being made about the efficiency of education? 

Suggest the  factors that  may  be responsible for this kind of outcome. 

• If  you were a member of a team responsible for the financing of the 
education system in  your country what are some of the alternatives  and 
decisions that  you may  have to consider in trying to correct inefficiencies 
like this and at the  same time maintain equity and quality? 

Summary 

To determine whethe r th e education syste m i s being adequately financed 
requires an in-depth knowledg e o f both th e economics o f education, as well 
as the factors tha t resul t i n good pedagogy . Indicator s suc h as student 
enrolment, teache r supply , demographic factors , equit y an d efficiency al l 
represent area s of concern wher e ther e i s a continual struggl e t o balanc e 
economies wit h qualit y teachin g and learning. These indicator s provid e a 
wide rang e of information o n which planner s can exercise judgements abou t 
which aspect s ar e being adequatel y financed  an d which are not. If qualit y 
education canno t b e delivered a t present level s of financing,  the n w e must 
examine how we actually rais e the funds to see if we can increase financing 
and qualit y a t the same time . 

SECTION 2 

Overview 

Modules 1  and 2, as well as Section 1  of this module , consistently portra y 
education a s being in a beleaguered position . I t appears to be hemmed in 
by sever e financial  constraints , especiall y i n regard to structura l adjustmen t 
policies an d very hig h recurren t costs . At the same time, the populations i n 
developing countries continu e t o make heav y socia l demand s o n the 
education syste m -  t o expand provision , to increase access , to improv e 
quality an d to promote efficiency . 

Even amidst th e failed experiments , suc h as those i n specialised technical -
vocational training , the swelling of the ranks of the educated unemployed , 
and hig h wastag e and repetition rates , both government s an d private 
citizens remai n convince d tha t educatio n i s a valuable and necessary asse t in 
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the improvemen t o f th e qualit y o f lif e bot h nationall y an d personally . Give n 
these factors , the questio n tha t polic y maker s i n education an d financ e 
should b e addressing i s -  ar e we really raisin g the mone y i n the bes t way ? 
In other words , i f we can rethin k ho w w e sourc e an d allocat e fundin g fo r th e 
system, i t i s possible tha t w e can com e u p wit h way s tha t may  promot e cos t 
recovery an d cos t sharin g and stil l maintai n equity , efficienc y an d quality . 
Section 2  o f thi s chapte r closel y examine s th e cas e for diversificatio n i n th e 
financing o f differen t level s o f education . 

Objectives 

At th e en d o f Sectio n 2 , the participant s shoul d b e abl e to : 

1. Distinguis h betwee n th e socia l an d privat e rate s o f retur n t o education ; 

2. Identif y method s t o distribut e th e cost s o f educatio n mor e equitably ; 

3. Justif y recommendation s o f cos t sharin g in educationa l investments ; 

4. Evaluat e th e possibilitie s an d limitation s o f educationa l financin g 
alternatives. 

The cas e for sharin g the burden s o f educationa l cost s rest s o n empirica l 
evidence tha t th e benefit s tha t accru e fro m educatio n ar e greate r fo r th e 
private citize n tha n fo r th e state , which usuall y finance s th e educatio n i n th e 
first place . 

Box 11 

Private and Socia l Rates of Return to Educatio n 

The private rat e of return i s consistently highe r than the socia l rate o f 
return. The privat e returns t o primar y educatio n ar e by and large well i n 
excess of 1 5 pe r cent , and may be as high as 50 pe r cent . I n the case o f 
secondary an d higher education , estimates of private rates of retur n ar e 
also high , usually wel l in excess of 1 0 to 1 2 per cent , and often a s high as 
30 t o 4 0 pe r cent . 

Thus, for th e individua l studen t o r family , education i s usually a  highly 
profitable persona l investment . The expected benefit s mor e tha n 
compensate fo r the burde n of high costs, including earnings foregone . 
The fact tha t th e socia l rate of return i s always lower than the privat e rat e 
of return indicate s tha t educatio n i s highly subsidise d and that th e extr a 
taxes paid by the educate d do no t compensat e fo r thi s subsidy . 

Source: Psacharopoulos an d Woodhall , 1985 , p. 117 
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Activity 9 
Which of the following indicators refer  to (a)  social  rates of return to 
education and  (b) private  rates of return to  education: 

• increased  labour productivity; 

• reduced  birth rate; 

• environmentally  sustainable economic activities; 

• increased  earnings? 

Investigate at least  one method by which social and private rates of return are 
calculated. 

The private rates  of return to  secondary and tertiary education are less than 
that to primary education. Suggest  reasons why  this does not discourage 
enrolments in secondary and tertiary education. 

Since the private rates of return are much higher than the social rate of 
return, what  alternatives can  you suggest to  distribute the burden of costs on 
those who benefit the most? 

Developing countries have  begun to  experiment with different methods  of cost 
recovery and cost sharing, but  to date much of this effort has been in tertiary 
education. 

• Suggest  reasons why  the state has  been more ready to cut back its direct 
involvement in the financing of tertiary education than  in that of  primary 
or secondary education? 

• Of  the 6 potential  sources of  revenue listed below, which  are the ones more 
likely to be targeted to contribute to tertiary financing, or  to increase their 
contribution: parents,  students, taxpayers, tertiary educational institutions, 
business partnerships,  community  based organisations? 

• Can  you suggest any other form of income generation that  will  help to 
share costs in tertiary education? 

Box 1 2 list s som e o f the mor e widesprea d innovation s bein g undertake n a t 
the tertiar y leve l a s cost recover y an d financia l diversificatio n measure s i n 
both develope d an d developin g countries . 
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Box 12 

Examples of Financia l Diversificatio n 

• a n increase i n the shar e of costs borne b y student s an d thei r familie s 

• increase d reliance on loans as a form o f studen t support , i n 
conjunction wit h o r instea d o f grant s 

• fee s for shor t course s o f 'continuing ' or 'recurrent ' education , usually 
at ful l cos t 

• employe r sponsorshi p o f student s o r trainee s 

• endowment s o f institutions , staf f o r hall s of residenc e by industry , 
commerce o r philanthropist s 

• researc h grants and contract fro m researc h councils , government 
departments an d industry an d commerc e 

• consultanc y an d sale of educational an d research service s 

• sal e of othe r goods an d services , for example revenues fro m 
conferences and vacation lettings o f studen t accommodation , hiring o f 
equipment an d laboratories, science, parks etc . 

• gift s an d endowments b y alumn i 

• th e establishment and growth of private institutions o f higher education. 

Source: Adapted from Woodhall , 1994 , pp. 4 - 5 

Activity 10 
1. Why  have  governments been so directly involved  in bearing  the  costs  of 

tertiary education  in  developing countries in the past? 

2 . How  may questions of equity  efficiency  and quality  be  affected by  a 
greater cost  sharing with  the private  sector? 

3. Examine  any institution of  higher  learning in  your country to  determine 
what cost  recovery or financial diversification  alternatives  are  being 
considered or have  been put in  place? 

4. Loans  are deferred  payments that  are  advantageous  to  the  lower  income 
student In  the  past, governments  have not been  able to  recover  much of 
this subsidy What  factors  have  prevented the smooth  working  of this 
scheme? How can it  be  re-organised and  be  made  more  efficient? 

5. Reforms  in education are  described  as competitive, finance or  equity 
driven. How  would  you ensure  that finance  driven  reforms continue to 
uphold equity? 
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The diversificatio n o f educationa l financin g i s muc h les s apparen t a t th e 
secondary level , and eve n les s s o a t th e primar y level . The growt h o f privat e 
secondary schools , especially thos e ru n b y religiou s boards , the link s forge d 
with community-base d organisation s an d parent-teache r effort s a t 
fundraising ar e som e o f th e way s i n which financing o f secondar y educatio n 
is being gradually diversified . 

One o f the mos t comprehensiv e measure s t o b e suggeste d i s a change i n 
the educationa l managemen t o f secondar y schools , i.e . the polic y optio n o f 
decentralisation. I n the interest s o f efficienc y i t i s fel t tha t decision-making , 
especially abou t us e o f resources , should b e locate d close r t o schools . 

Box 13 
Secondary School s and Decentralisatio n 

While there are merits to th e optio n o f decentralising educationa l 
services, it i s important t o recognis e tha t th e option s cove r a  range o f 
shades from blac k to white . The centralis t traditio n include s th e 
education system s of the Prussia n state, reflected in the curren t Germa n 
system, France and Japan. The two bes t examples of the decentralise d 
tradition ar e the education system s of the Unite d Kingdo m an d th e 
United States . 

Recent review s of decentralisatio n policie s argue for th e nee d t o 
differentiate betwee n macro and micro levels of analysis of decentralisation: 
'confusion betwee n these two level s is what accounts fo r the iron y o f th e 
two mos t decentralise d educationa l prototypes , the U S and the UK , 
advancing on the on e hand towards greater centralisatio n o f thei r 
systems with a  renewed emphasis on nationa l standards , a nationa l 
curriculum an d national testing , in the nam e of efficiency , whils t o n th e 
other han d experiencing strong decentralising and privatising pressures, 
namely i n the choic e movemen t an d its offshoots . There i s a lesson fo r 
the Thir d World i n the differenc e betwee n the two level s and th e 
requirements o f efficiency' . Cumming s and Riddell , 1992 , p.4 5 

Source: Reimers and Tiburcio, 1993 , pp .63-34 . 
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Activity 12 

1. What  is  the 'choice'  movement?  How is  it related  to  diversification  of 
educational financing? 

2. What  implications  are  there  for equity  in  a decentralised  system? 

3. If  there  is  a role  for the  Ministry  of  Education  in  decentralisation, what 
aspects of governance do you believe  can be  successfully decentralised? 

4. What  roles  do you see  teachers, principals  and  school  supervisors playing 
in a decentralised  system? 

5. The  central  focus in  the decentralisation  of  schools  is to improve  efficiency 
through school  autonomy. What  implications  are  there  for the 
diversification of  educational  financing? 

Primary education , on th e othe r hand , has bee n leas t affecte d b y debate s 
and reform s i n the publi c financin g o f education . 

Activity 13 
• Given  that in  many developing countries UPE has  still not  been  achieved, 

why is there a reluctance  to  shift  the  financing of  the  system to the  private 
sector? 

• Investigate  the nature  of  provision and access  to  Early  Childhood  Care  and 
Education in  your country  How  does it compare  with  primary education? 
How is  early childhood  education  financed? Can  you account  for the 
differences between the financing of  early  childhood  and  primary 
education? 

Summary 

In Section 1 , we examined th e performanc e o f th e educatio n syste m throug h 
indicators o r descriptor s whic h identifie d importan t informatio n abou t flows , 
distributions an d stock s i n the system . In turn , these gav e clue s abou t equit y 
and efficiency i n education . I f the latte r ar e two primar y goal s o f th e 
education system , then th e financin g o f th e syste m mus t b e organise d t o 
support thos e goals . Hence , to th e polic y maker s i n education an d finance , 
indicators ar e vita l i n giving an overal l pictur e o f ho w th e syste m i s working. 
In times o f financia l stringenc y i t i s especially importan t tha t polic y maker s 
and planner s ar e vigilan t i n ensurin g tha t th e syste m i s bein g finance d 
adequately an d appropriately . 
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In Section 2  th e issu e o f th e diversificatio n o f educationa l financin g wa s 
raised. The continuin g hig h socia l deman d fo r educatio n withi n a  context o f 
structural adjustmen t ha s forced government s t o admi t thei r limitation s i n 
financing primary , secondar y an d tertiar y educatio n solel y fro m publi c funds . 
There i s now a  move underwa y t o ensur e tha t thos e wh o benefi t th e mos t 
from education , especially tertiar y education , are mad e t o pa y mor e o f it s 
costs. I n addition, institutions o f highe r learnin g are explorin g man y avenue s 
to ear n additiona l funding . While suc h innovation s ar e slo w t o mak e a n 
appearance i n secondary an d primar y education , i t i s inevitable tha t privat e 
financing wil l mak e a  greater contributio n t o thes e level s o f th e syste m 
before long . The questio n alway s remain s whethe r thes e change s i n th e 
financing o f educatio n wil l resul t i n greater chance s o f equity , efficienc y an d 
quality i n education . 

Activity 1 4 

Wrap-up: discussion and extende d reflectio n 

Now that you have completed the module: 

1. Attempt  to  draw up a list of  the pros and cons of  cost recovery measures; 

2. Examine  and comment on the issues inherent  in the extract in Box 14. 

Box 14 

Equity and Educational Financin g - Buildin g National Commitmen t 
to Equity 

Many developin g countries mus t strengthe n thei r nationa l commitmen t 
to distributin g centra l government fund s through a  system that explicitl y 
favours schools i n disadvantaged communities . Many countrie s allocat e 
national funds for primar y school s equall y o n a  per capita basis , without 
taking into accoun t differences i n community need s and resources . The 
systems in other countrie s demonstrate pervers e biases . For example, in 
some countries th e allocation s pe r studen t ar e lower i n rural areas, 
particularly i n poor regions , than in urban areas. Even within citie s som e 
districts (suc h as slums) ar e grossly disadvantaged . 

The nationa l government obviousl y play s a  central rol e i n reducin g 
educational inequality . I n some countries tha t ar e taking greater 
advantage o f loca l financing, it shoul d help keep inequality fro m 
worsening, and i n countries wit h highl y decentralise d educationa l 
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systems, it shoul d encourage equity . Solving the equit y proble m require s 
reducing or eliminating the advantage associate d with a  higher tax base . 
In effect, this mean s redistributing tax money i n one form o r anothe r 
from high - t o low - incom e communities . That task , which i s not a n easy 
one, requires consensu s building and can only b e undertaken b y th e 
national government. Consequently , the nationa l government mus t 
commit itsel f to developin g and implementing an adequate syste m o f 
resource allocation tha t i s consistent wit h th e nationa l definitio n o f 
equity. A vigorous campaig n to mobilis e loca l resource s means that th e 
central government mus t play a  stronger rol e i n redistributing th e 
resources tha t financ e education. 

Source: Lockheed, M and Verspoor, A, 1991 , p.202 
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