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COMPARATIVE STUDY OF IDUCATIONAL EXPLNDITURE

AND ITS TRENDS IN 0,E,C,D, COUNTRILS SINCE 1950
Summa;z

For this comparative study of educational expenditure
in 0,%.C.D, countries a series of data has been collected cover-
ing the total amount of expenditure and its main constituent
items over the past 15 years., The data have been arranged sé
as to facilitate comparison and to yield more reliable infomm-
ation than that available hitherto, .

Although thorough investigations were made in co-
operation with National Statistical Departments » many gaps still
remain to be filled, They are mentioned in this study to point
out that, until now, financial data have been particularly ne-=
glected in framing education policies, although modern manage-
ment and planning techniques are inconceivaple without a cost
policy, which must itself be based on a thorough knowledge of
educational expenditure, Likewise, ignorance about sources of

. finance other than public funds is an obstacle to worl_(ing out an

overall financial policy,

A, The first step in analysing the assembled data is to
measure the itrend of educational expenditure in each country,.
This raises the problem of how To express the expenditure in
constant prices, a correct solution of which would presupposé
knowledge of the trend of teacher "productivity®, In the ab-
sence of such knowledge two extreme assunptions have been made:

no change in productivity (assumption A), and an increase in
line with that of the economy as a whole (Assumption B),

Assumption B, which corresponds to the nethods generally
used, gives growth rates of over 10 per cent a year for half the
8.E.C.D. countries; only three countries have rates under

er cent, If assumption A were used, half the countries would
not exceed a rate of 7 per cent a year

The two assumptions lead to such different results that
they raise the question of revising the techniques generally
used in making financial estimates, Instead of using cost per
pupil (often taken to be constant) for converting independently-
made estimates of student enrolments into budget estimates, it
seems preferable to analyse thoroughly the factors which force

educational expenditure upwards and to study recent trends in
this connection,

Some examples are glven of analysing causes of change by
a method which might be applied to global data, but its limi-
tations should be stressed, More thorough cost studies would be

required and would permit efficiency criteria to be worked out
by which productivity in education could be measured.,
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It is in higher education that the increase in expeir-
diture has been 'greatest: the grovth rates exceed 12 per cent
a year in three-quarters c¢f the countries znd are over 1k per
cent in five of them (assumption B).

A comparison between these grovth rates and the forecasts
for 1957-1970 made at the \Yashington Conference organised by
0.E,C.D., ten years ago shows that the rise in educational ex-
penditure has far surpassed the experts! most optimistic assump-
tions; it has likewise easily exceeded national forecasts, It

is therefore important to investigete the factors responsible
for this development,

B, From an analysis of the trends in the total figures
given in this study it is possible to identify a number of
growth factors in expenditure y once the effect of price increases
has been eliminated: demographic growth, which has played only
a modest part, since the post-war ipopulation explosion® pro-
duced rates of population increase much below the rates of
increase in the numbers of student enrolments; +the much more
important increases in enrolment rates, which denote the pro-
found structural changes in the “social demand® for education;
the rises in unit costs » Waich must be attributed to several
factors of widely differiag importance; <the fairly general
improvement in the staffing rate (teacher/student ratio); the
rise in teachers! pay, to which most of the increase in costs
is to be ascribed. But the salary increases must not be inter-
preted in too global a way and need a detailed analysis: the
rise in average salaries (at constant prices) is largely re-
flected in a general improvement in teachers! purchasing powver
but there are also other factors of great importance, such as
changes in the distribution of teachers among different levels of
qualification, trends in age structure y etc. Mot having had
the necessary data, the author is doing no more here than

suggesting a method which might be used to investigate these
factors of change.

cC. Next, an attempt is made to define the relationship be-
tween the rise in educational expenditure and economic grovwth

on the one hand, and the rise in public expenditure on the other.
The calculations give regression equations which show how ex~
tremely close is the statistical connection between the trends
of these three magnitudes; .it is also seen that public expen-
diture has increased one-and-a-half times as fast as the G.N,P,
in 14 countries out of 13, and twice as fast in eight of them;
One finds similar rates of growth when one compares trends in
educational expenditure with those in total public expenditure,

D, We can now drav a comparison between levels of educational
expenditure in the different countries and start by investi-
gating the percentages of national resources spent on education,
having due regard to the difficulties of definition which often
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vitiate comparisons. One then studies the "cross-section' rela-
tionships between the level of educational expenditure and the
level of economic development for the whole group of countries in
a given year, .or with a timelag, It is suggested, however, that
in spite of satisfactory statistical relationships, an overall
analysis of this kind is far too scanty to establish a meaning-
ful relationship between education and economic growth in order
to show that educational expenditure is an investment vhich
favours economic growth, or to prove the contrary.

Nor is it found that differences observed between growth
rates in educational expenditure from one country to another
seem to be due to rates of economic growth, or to "spurts® by
countries which had the lowest expenditure levels at the start
of the period considered and wanted to catch up.

A study of the overall financial magnitudes is thus not
enough to formulate a definition of the obJectives of educational
expenditure,

B, In the last part of the study a series of extrapolations
of educational expenditure is made for each of the 0.E.C.D. coun-
tries up to 1980, using three different methods and comparing
the results they yield. In interpreting these projections
(which cannot be regarded as proper forecasts) a distinction

is made between three groups of countries: in the first, 'l:hg
rapid growth of educational expenditure seems likely to reaci_ a
limit soon; in the second, the rate of growth is likely to slow
down during the decade, but one cannot say by what date; in
the third, the expansion seems capable of continuing and even
accelerating during the next ten years,

In conclusion, it should be stressed that a better know-
ledge of educationel. expenditure seems necessary for providing
those in charge of the educational system with the minimum of
essential information they, at present, lack; but this can be
only a first step towards making it possible to undertake cost
studies in conjunction with efficiency studies and to tackle
the problems relating to a policy of financing.
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CONPALRATTVS STUDY OF :2DUCATIONAL LiPENDITURT
AND ITS TRuiMS IN 0.B.C.D, COUNTRILS SIHCE 1950

INTRODUCTION

1, This stuldy investigates the trends in educational expen-
diture during the last 15 years and compares present levels of
such expenditure in the different countries, Its objective is to
contribute towards devising a financial policy for education with
a view to closing one of the main gaps found in educational

. planning, Until now educational policies have disregarded the
financial aspects » &Part from drawing up estimates {roughly and
very imperfectly) of expenditure based on forecasts of increased
numbers of pupils and teachers, and increased equipment and
building requirements, with no possibility of controlling costs.
The method usually employed is to forecast the student enrolments
independently (by wuxtrapolation of past trends, by setting
arbitrary targets, or more rarel by translating manpower re-
quirements into training targets¥ and it is only at a second
stage that these numbers are converted into forecasts of ex-
Penditure by using unit costs which have been roughly calculated
by dividing the present current cost of the main levels and
types of education by the corresponding number of pupils, In
many cases it has been assumed, explicitly or not, that unit
costs would remain constant throughout the period of the fore-
cast; now there is a groviis inclination to assume that unit
costs will tend to rise (United States, United Kingdom, France,
etc,), but, as what makes them rise is not properly known, one
resorts to making over-simplified assumptions by extrapolatinf
recent trends (using time series af limited scope and doubtfu
validity), or by forecasting increases in average staff pay
xgighout taking account of structural changes in the teaching

ody. .

2. Under these conditions it is not surprising if the increase
in educational expenditure, which, as is well known, has been
considerable in the recent past, is being passively borne rather
than being checked or planned, At first it was warmly welcomed
by all shades of opinion as in line with a highly desirable
social objective and vwith investment required for economic
growth; the recommendations of the Conference organised by
0,E.C.D, in Washington in 1961 are typical of this state of
mind, It now seems that a groving number of countries are
worried by the continued rise in educational expenditure to the
detriment of other public expenditure and other sectors of the
economy and are trying to set limits for it, The desire to
gpggd more on education is giving way to the desire to spend

e eI‘. ’
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S This means improving or changing the methods used to work
out educational plans and programmes and, in particular, intro-
ducing financial considerations into decision-taking: whether
one uses techniques such as cost analysis, cost-effectivencss
analysis, planning - programming - budgeting system and the other
methods which those responsible for educational policy are at
present considering, or whether one wants to fix an optimum or

a limit for educational expenditure or else to find new sources
of finance, one cannot make much progress without a better

knowledge of educational expenditure and the factors which
determine it.

4, Ia the present study an attempt has been made to collect
and analyse a certain amount of information on this subJject and
to present the data as far as possible in a form suitable for
comparison, bearing in mind existing differences between national
systems of public accounting and also between the educational
systems themselves, In spite of the difficulties encountered,
many of which could not be overcome, the results of the study
provide a set of distinctly more homogeneous data than anything
available hitherto. This is, above all, due to the valuable
help wvhich the Statistical Departments of the Member countries
furnished in completing the enquiry questionnaires, in comment-
ing on and often in correcting the data prepared by the Secre-
tariat, It must be added that during the first phase of the
study UNESCO very kindly put at our disposal the replies to '
its annual enquiries on educational expenditure, which enabled
us to make a preliminary anzlysis which was then submitted to
national authorities together with the questionnaire drawn up by
the Secretariat.

5. The authorities responsible for educational policy, as
well as public opinion, are taking a growing interest in inter-
national comparisons between educational systems, especially as
regards the percentage of national resources (or public expen-
diture) devoted to education. This attitude reflects a spread-
ing anxiety to define national policies for educational expansion
in relation to the enrolment levels attained in the other
countries and the educational reforms and developments which

are carried out in-them, That is why the study has given special
attention to measuring trends in educational expenditure, because
hardly any investigstion of these trends had been made hitherto,
even on a national basis.

6. The data collected by means of the enquiry which was made
provide a more complete and comparable body of information than
the national and international statistics at present available.
It was not possible to achieve this result by rearranging already
existing data and in most cases the National Statistical Depart-
- ments had to carry out lengthy research in order to assemble
information which had never been collected before.
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7. In spite of this, Ttii€ considerable gaps which the study
did not manage to £ill must be pointed out at the start, so as
to avoid the need to refer to them in every paragraph. Several

Ministries of liducation are the main source of information,
vhereas a not unimportant part (varying from one country to
another) of expenditure is borne by other Ministries op by local
communities; moreover, the budgets of the Ministries of Educa-
tion include, in varying degrees, items of expenditure which do
not concern {'.he educational system., Secondly, the private re-
sources for private education (and in some cases » of public
education) are little known: expenditure by industries on in-
service training, and direct expenditure by families (not to
mention indirect expenditure and earnings foregone by students),
are very little studied, One might think that an enquiry into
the expenditure of educational establishments would permit the
uncertainty about sources of finance to be cleared up, but the
data covered by the accounts of these establishments are too
fragmentary to be very useful, '

8. 4 further difficulty is found in public accountin prac-
tice, which has hitherto aimed mainly at checking expenditure in
accordance with criteria far removed from those applicable to
econonmic analysis. Insofar as.the objective of the enquiry by
the Secretariat was to make an analysis which would be of value
in framing educational policies, one could not be content with
reproducing the financial statistics already available. It is
evident that the work of re--2xamining these data can yield
satisfactory results only in the long term, so that the findings
oi the present encuiry cannot be regarded as more than a first
stage. '

9 That is why the three tables dravm up by the Secretariat
to serve. as. a basis for the encquiry were reduced, after some
preliminary tests, to quite modest proportions: they give a
bare minimum of information under such rudimentary overall
headings as expenditure on education by the Ministry of lducation,
by the other Iinistries and by the provincial and local authori-
ties (Table I); expenditure from public aud private funds on
public and private education (Table II); salaries of teaching
and non-teaching personnel, -subsidies and scholarships, capital
expenditure (Table III); +total expenditure on higher education
at universities and elsewhere. :

10. Although the information requested seems elementary, only
a2 few countries were able to fill in these tables completeiy.

It appears that data on educational expenditure are still shown
in the accounts under the headings of the different administrative
departments concerned(l), and not in a consistent manner enabling

(1) This is especially the case with the educational e:xpenditure
of local commuities, which the ceatral Government often does
not know well; even wher. one scrutinises the acccunts y it
is difficult tc tell who’ part government subcidies play,
sinc: these are not alwsys allocated specifically o
eduticationzal acuivities,

.. 8
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them to0 be regrouped into meaningiul economic categories:. Data
for expenditure on private education are practically non- ]
existent, Instead, there is some information on government sub-
sidies to private institutions, but the scant particulars given
of their own resources boil dovm to rough and partial estinates
based on a priori assumptions and not on enquiries. Some dé-
tails have been supplied by the National Statistical Depart-
ments on various points and appear in the country Annexes, but
they are far from giving even an approximate idea of overall
expenditure on the educational system., All these gaps in basic
information mean that we are still a long way from possessing
the material required for forming an overall view of educational
expenditure and taking it into consideration in educational
policy decision-making,

11, One result of this state of affairs is that there is no
functional expenditure breakdovm making it possible to analyse
expenses for each level and branch of education and for the main
goods and services consumed in operating educational establish~
ments, Furthermore, some public expenditure either is not
brought to account, or is booked at prices far removed from
real costs: cost of land, rents of buildings, retirement pen-
sions, social transfers, etc. So there are a{: present no means
of knowing and onalysing "cost prices" in the education sector:
thus one lacks indispensable yardsticks for assessing efficiency
in the use of rwsources and a fortiori for improving their use,

12, - Just as gtriking is the discovery that none of the coun-
.tries examinedi{il) has yet set up arrangements for tracing the
trend of educational expenditure, although its exceptionally
rapid growth has been raising nev problems, especially in
budgeting and forecasting public expenditure., The authorities
seem to have confined themselves to recording the year-by-year
increase after the event, either in current prices, or in budget
percentages, or by ad;jus{:ing them with the aid of a general
price index which takes no account of the very special structure
of educational expenditure, :

As a rule ignorance prevails regarding non-government
sources of finance: it is n.t known whether family contri-
butione (in the form of school fees or indirect expenditure) are
rising or falling; the same is true of industrial expenditure
on training. This ignoran¢e can lead to irrational decisions,
since nune of the decision-makers concerned can plan his actions
in the light of overall educational expenditure (which is an
unknovn factor), but only in the light of that part of it for
which he is directly responsible.

(1) It should be noted, however, that in the United States the
Office of ilducation has been publishing statements of
educational expenditure at constent prices since 1952, by
x:rlnaléing rough adjustments with the help of three price

ndices.
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13, Under these conditions it is not surprising to f£ind that

in the rare cases vhere multi-annual forecasts of educational
expenditure have been made,  they have been surpassed in reality,
because they have consistently underestimated the factors which
push up cosis, £ better knowvledge of past trends and of the
elements of education cost would no doubt make it possible to
narrow this margin of error considerabdbly.

14, Generally speaking, the gops revealed by the enquiry into
family and industrial expenditure on education tend to show that
the 0.1.C.D, countries have not yet worked out policies for
educctional financing, in contrast to vhot is found in the field
of occupationel training, where a groundwork has been laid in
several countries during the period under reviev.

15, From the results of the enquiry it appears that the possi-
bility of recasting the overall expenditure of the "education
sector® within the national accounting system is still remote.
An 0,3.C.D, publication(l) recommended draving up five tables
detailing the various financing stoges and giving a breakdown
of expenditure by type and by field of education, liithout going
as far as this, one czn see that the nationel accounts of liember
countries do not even decl with the education sector in o uni-
form manner. The international nomenclature puts education
(public ond private) under the heading *health and educational
services", But en encuiry(2) which 0,11.C.D. made in 18 coun-
tries reveals that only one. third of them conform to it(3).
Five countries(4) classify education with ‘miscellaneous
services", Three others(5) "classify public education under
"public administration® and cxpenciture on private education
under "health and educationcl services", while the United
Kingdom and the Netherlands put only public education under the
latter heading, private education being included under "mis-~
cellaneous services®, '

16, lioreover, one wonders whether the fremework of the
national accounts, even if revised, vould be best suited for
dealing with the financial problems of education., HNone of the
service sectors fit well into a system devised primarily for

the sectors producing material goods. As is mentioned in a study

(1) Methods and Stetistical Heeds for Ilducational Planning,
0,%.C.D,, Puris, 1967,

(2) The Growth of Output in 0.3.C.D, countries 1960-1980,
“pp. I, CPL/P2(69)17.

(3) Austria, Creece, Ireland, Norway, Portugal, Sweden,

(4) United States » Canada, Japan, Italy and Luxembourg,

(5) Gerueny, Spain, France.
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of this question which vas recently made in the United Kingdom,

one would have to exclude strictly from educational expenditure
all capital movements and purchases of goods, vhich are already
accounted for in their respective production sectors, and leave
nothing debited to the "Education Sector Account' except
salaries and pensions. It is not clear how the resulting

"value added" concept could lead to a better choice of options
in an educational system whose services are available almost
gratis to the public, or to a better knowledge of it., It would
be more interesting 'f:o analyse the monetary and other transfers
which education brings about between the different social classes,
since one of the purposes of the educational system is to reduce
class inequalities, and since the )%rovision of education almost
free of charge makes it difficult to identify vho finances, and
who benefits from, thé educational services available to the
population as a whole, It is obviously not possible to base a
study of these questions on an enquiry voluntarily limited to a
small amount of general information., The object of the exercise
has been to facilitate the task of the National Statistical
Departments and obtein replies which can be compared between one
country and another, despite the considerable differences in
public accounting practice and responsibility for financing,

and between the educational systems themselves,

17. It was necessary to point out the gaps which the enquiry
has been unable to £ill, the inadequacy of the overall financial
data and the limitations of international comparisons. But
subject to these reservations, information and assessments of
interest for educational poiicies can be derived from the data
which have been assembled,

Ve shall consider in turn the findings concerning the
trend of educational expenditure in each of the countries under
review, the levels of educational expenditure in all 0,3,C.D,
countries, and future prospects,
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CHAPTER I

TRENDS IN EDUCATIONAL EXPENDITURE
DURING THE LAST 15 YEARS

18. Data on total educational expenditure are available for
only 10 couatiics out of 23. Moreover, it should be noted that
for several of ‘them the information is incomplete and that two
countries (Yugoslavia and Iceland) have stated that they have
only public expenditure. That is why the analysis concentrates -
on the trend of public expenditure, since a minimum of data for
each of the 23 countries studied was available(1). By collating
, the two series (for the countries for which both are available)
one sees, moreover, that the trends have been almost parallel,
which leads one to suppose that the figures for public expendi-

ture are a good rough guide to increases in total educational
expenditure,

19. To measure how much educational expenditure had grown,

it was first necessary to express it in constant prices. As a
first step, the procedure usually adopted by statistical depart-
ments for adjusting prices in the public services was followed,
namely, deflating salaries with the help of a cost—of-living
index. For capital expenditure an index of building prices

was used. A study of the figures so obtained for each available
year (in general 1950 to 1966) reveals exponential growth rates
of great regularity, so that growth could be expressed in
average annual rates (geometrical); these were obtained by the
least-square method which has the advantage of taking account
of all the data in each series and not just of the two extreme
years, In some cases the study of the graphs showed that
growth had Leen irregular (Austria, Turkey, Yugoslavia), so
dif;‘ecri'ent growth rates were calculated for several distinct
periods,

20. The results are given in Table I (page 8), which shows
growth rates for public educaticnal expenditure (distinguishing
between current costs and investments) and total educational
expenditure (with the same distinction). The figures confirm
that growth in educational expenditure was considerable in
almost all O0,E.C.D. countries: rates exceeded 10 per cent a
year in half the countries studied; only four countries had
rates below 7 per cent.

S ——— vy

(1) For two countries (Greece and Italy) the only information
which could be used was what thc‘a‘y supplied in reply to the
annual uesticmeires frow UNESCO,

',2-.
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21, This development easily surpassed the forecasts made at

the Washington Conference in 1961. ~For purposes of comparison

the average annuval growth rates for current expenditure on

: education 1957-1970 were calculated, in line with the minimum

? and maximum hypotheses of the liashington Conference Report. In
the preparatory working documents written in 1960, expenditure
forecasts had been worked out on two assumptions (lower and
higher) as to the enrolment rate for all educational levels,
and on the basis of costs per pupil linked to the respective
national levels of teachers! salaries. Thus one can arrive at
a forecast of the trend of educational expenditure in each coun-
try and compare it with the trend actually followed since 1957,
which was used as a base year for the rorecasts. Tne growth

} rates corresponding to these forecasts are given in the last
[ two columns of Table I.

It will be seen that the highest assumed level has been
exceeded by all countries. It should be pointed out that the
objectives of the Washington Conference had been formulated in

terms of enrolment targets, i.e. the volume of educational ser-
vices.

In translating these educational objectives into expen-
diture forecasts, the authors of the report assumed that staff
salaries would not increase at a faster rate than income per
head, and that prices of goods purchased would rise similarly.
To the extent that the forccasts of numbers of pupils were
nearer to reality than the Iinancial forecasts, it seems that
the factors pushing up expenditurc were badly underestimated.
This should be borne in mind for the future, especially as the

Same error has crept into expenditure forecasts made at national
level.

22. It is possible to use another method to express expendi-.
ture on persomnel in constant prices: it consists of using a
salary index instead of a cost-of-living index or any other
general price index. One can then follow developments in the
volume of educational services uninfluenced by variations in

teachers!' purchasing power, assuning that the quality of their
services had not varied.

Table II shows growth rates of educational expenditure
calculated with a salary index.

; This method of calculation has been designated

: "assumption A" to distinguish the rates obtained by it from

: those obtained by the. first method, called "assumption B¥. In
i some cases the salary index has been applied to expenditure on

personnel alone, and this rather more accurate calculation has
been called ‘essumption Af.

23, In the absence of statistics for trends in teachers'
pay, a general salary index has been used, involving the risk of
distorting the figures insofar as salaries in teaching may have
followed a different trend from that of salaries as a whole,

But the relative variations are probably of little imvortance
in the long ternm. '
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24, The grovth rates in Table I are strikingly different
from those in Table II, which shows that the results are highly
sensitive to the method of calculation used. Such divergencies,
which are of the order of at least 20 per cent (United States)
and reach 100 per cent (Germany), merit close scrutiny. It will
be seen that in ssumption A', which is less inaccurate than
assumption A, the rates are somewhat closer to those in
assumption B, But even when corrected in this way the diffe-
rences remaiin too great to be merely recorded without comment.
As will be seen further on, the choice between the two methods
depends on an assessment of trends of productivity in the
educational sector. The two assumptions A and B correspond to
the two extreme assumptions that can be made in this respect,
depending on whether one considers that teacher productivity
has not risen (assumption A, or better assumption A'), or that
it has risen as fast as in the other sectors of the economy
(assumption B),

25, When one studies the data on capital expenditure, one
finds that big developments have also taken place in school
equipment during the period under review; the trend of invest-
ment expenditure is not as regular as that of current expendi-
ture, which makes the calculation of its annual growth rate less
important but it is seen to grow faster than current expenditure
in the majority of countries,

26, One also finds that it is in higher education, university
and non-university, that the increase in expenditure has been
by far the greatest. As will be seen from Table III, the growth
rates exceed 12 per cent a year in three-quarters of the coun-
tries and are over 14 per cent in five of them.

27. It may be thought that the growth of educational expendi-
ture is linked with the growth of the economy on the one hand
and the growth of public expenditure on the other. To measure
this relationship, regression equations were worked out for
these variables for each country. As the logarithms of the
variables were used for making the adjustments, the regression
coefficients are also elasticity coefficients, which makes it
easier to interpret them,

28, Table IV gives the equations which result from expressing
growth of cducational expenditure as a function of growth of
national product. For educational expenditure the constant
price series have been tzken, using assumptions A and B alter-
nately; for the national product, constant price series have
been taken frcm the national accounts.

29, The first point of interest is that the relationship
between the two series of variables is very close, the corre-
lation coefficients being above 0,95 for 35 equations out of

39; only one coefficient is below 0.9. Very great significance
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TASLE III

Trends in expenditure on higher education
(annual average growth rates)

Assumption B Assumption A
Country Period
expggggture exgggggggre expgggg%ure exﬁgggggare
!
Germany 1957-1966 17.1 16.3 13.9 1.4
delgium 1958-1967 12.5 18.3 9.1 12,7
Canada(*) 1954-1965 19.6 16.6 18.2 14,6 |
Denmark } 1955~1966 25.0 . 22,0 20.5 16.7
Spain _ 1950-1968 12.4 1.4
united States 1955-1967 1.7 1.4 10.2 9.6
Finland 1950-1967 12.5 11.1 10.7 8.9
France 1958-1968 14.9 13.3 12.4 9.2
Ireland 1951-1963 | . 8.9 6.9
Toeland { 1950-1957 &
Italy 1950-1965 15.0 12,2
Japan 1950-1965 12.5 1.1 9.9 73
Norway 1550-1967 9.8 10.0 7.7 6.9
. wetherlands 1950-1968 18.0 16.8 14,5 11.6
e O ancs) | 1950-1966 11.4 9.8 10.2 8.5
E ‘'urkey 1950-1967 7.2 5.0
i tugoslavia 1952-1967 18.2

(*) universities only.

; L.8, Unless siaved differently expenditure on all types of educatiorn has reen taken into
accoont: higher, university and non-university.
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may thus be attached to the elasticities shovn, (and the standard
deviations) show that the confidence limits are very satisfactory.
With the series in assumption B, 18 elasticity coefficients

(out of 21) are Ffound to be above 1.5, among which 12 are above
2, which woana thet o'ucational expcnditure is rising more

than twice as fast as the national product. VWith the data in
assumption A the elasticities are distinectly less, which is to

be expected, since the growth of educational expenditure is

much less when calculated in this way. But even so, eight
elasticities out of 18 are found to be above 1.5; only three

are below unity.

The resuits are much the same, morcover, if one takes
total expenditure an¢ public expenditure for a given country,
and the situation is the same when one takes national income
instead of gross n&tional product.

30, So these calculations lead to the conclusion that the
growth of educational expenditure is “explained® (in the statis-
tical sense of ‘the word) very fully by economic develorzent, for
all the countries and for the whole of the period under review.
This being so, it secems possible to use this relationship, which
is found to hold good for the last 15 years, as a means of
forecasting future developments. This question will be taken
up again in Chapter III.

31, © _ Similar calculations have been made for each country

by relating the current public educational expenditure to all
current public expenditure for all the available years, As
regards this second variable, the concept of "public expenditure
on goods and services" has been used, which excludes transfer
operations and is thus more comparable with public expenditure
on education, which consists essentially in purchases of goods
and services, with +the exception of relatively trivial amounts
allocated to scholarships and transfers of a social nature.

32. The corresponding equations are given in Table V. The
results are very comparable with those already shown in connec-
tion with national product: the correlation coefficients are
very high (26 out of 33 are above 0.95). In assumption B, 13
elasticity coefficients (out of a total of 16) are above 1.5
and nine are above 2, Assumption A leads, as it did before,
to lower elasticity coefficients, these being below 1 in
three cases out of 17 and above 1.5 in six cases only. Lower
values, on the whole, are to be expected than in the previous
set of equations, as Public expenditure has risen faster than
national income in the majority of O.E.C.D. countries.

33. After collating the results in Tables IV and V, one can
conclude from the experience of the last 15 years that the
trend of ecducational expenditure can be "explained" just as
satisfactorily by the trend of puhlic expenditure as by that. of

.. 19




{
!
'

M—-—’_

S4P(70)7 -1 -
TAsLe 1V
me elast (1]
Irends in educational expenditure as a functi 14 P,
(at constant prices - base year 1957)
Numbper of
Count Period ears taken Equstions Correlstion
ountry Ynto account 9 " c"".{“’“"t
Germany 1950~1966 16 Assumption A : log EP -(g.ggz)log PNpm - 1,36 0.99
. . A': log EP = 1,024 log PNim - 1,68 .99
(0:036) °
L . 5 : log P = 1,38 1log PNBm - 2.5 0.99
(0.037)
Austris 1950~1954 5 Assumption A : log EP = 1.70% log PNom - 5.2684 0.911
4 . B8 : log EP = 2.1361 log PNum - 7.4981 0.935
(0.523)
1955-1967 13 Assumption A : log EP -(1.122‘)- log PNbm - 2.3771 0.950
. . Bt log EP » 1,9282 log PNism - 6.3248 0.974
(0.136)
delgiun 1958-1967 10 Assumption A ¢ log EP -(0.?_5"2))105 PNbm - 0.533 0.870
" ] B log EP = 1.743 log PNm - 5.634 0.973
(0.145)
Canada 1954-55/1965-66 12 Assumption A : log EEP 2025333 log PNim - 13.133 0.976
L . 8 : log LEP = 2,917 log Pilsm ~ 15.889 0.978
(0.196)
Denmark 1955-1966 12 Assusption A ¢ log EP '(3"6?13? log PHba - 3.3889 0.985
» . 3t log EP » 2,2138 log PNbm - 6.%417 0.99
(0.064)
Spain 1950-1968 10 Assumption A : log EP -(;.gg)log RN - 6.501 0.99
1960~1968 5 . B : log EP = 2.571 log RN = 10.773 0.98
(0.294)
United Ststes 1955-56/1967-68 13 Astupption A : log EEP .(.01(')232 log PNbm - 5.1225 0.991
" . B ¢ log EEP = 1.97 log PNBm - 6.9352 0.987
, (0.095?9
France 1952-1967 16 Assumption A : log EP -(3.822? log PNbm - 4.0015 0.987
. . Bt log EP = 2,0828 1log PNBm - 7 %99 0.992
(0.070)
Irelend 1950=1965 1 Assumption A ¢ log EP -(3.;12;7 log PNom - 5.7428 0.964
. . B : log tP = 2.6026 log PNom - 10.75 0.984
(0.157)
Iceland 1950-1967 17 Assumption B : log EP -(2.233)103 PNBm - 6.30 0.983
Italy 1950-£965 12 Assumption A : log EP -(sgg;? log PNBm - 6.3023 0.994
" " B 1 log EP = 2.0008 log PNBEm - B8.7141 0.996
(0.055)
Japan 1953-1965 13 Assumption A : log EP -(0.325:)103 PNtm - 0.52 0.982
. . B : log EP = 1,01 log PNim - 1.42 0.992
(0.037)
norvay 19501967 18 Assuoption A : log EP -(3.32‘9))103 PNBm - 2.779 0.988
o . b : log EP = 1.848 log PNBm - 5.237 0.985
(0.078)
Netherlands 1950=1967 18 Assumption A : log EP -(3.33%? log PNbm ~ 4.10 0.991
. . 8t log P = 2.301-3 log PNom - 7.3289 0.998
(0.037
Portugel 1950-1965 16 Assumption B : log EP = 1.183()) log PNBm - 2.7127 0.935
united Kingdom 1953-1965 13 Assumption A : log EP -(8.885:;.03 PNBm ~ 6.14 0.988
. " Bt log EP = 2.47 log PNym - 7.91 0.988
(0.112)
Sweden 1954~1965 9 Assumption A : log EP -(38;3% log PNim - 3,4683 0.987
» . B : log EP = 2.0522 log PNBm ~ 6.3275 0.991
(0.103)
Switzerland 1955-1964 10 Assumption A : log EP -((1).12?5,!; 10g Prom - 2.6914 0.968
. . 81 log EP = 1.5551 og PNom - 3.9763 0.975
(0.125)
Turkey 19501967 18 Assumption B : log EP -(&?;% log PNBm - 5.120 0.9%
Yugoslavia 1952-1967 16 Assumption o & log EP -(’1) :2'_‘1,7;.03 PMb - 5.72 0.972

i

DBs8. Standard devintions have been indicated in brackets under th

e elssticlity coelficlents to which they refer.
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the national product, It would seem that one or other of these

- relationships could be used as a forecasting instrument, at

least insofar as the present situation will remain substantially
unchanged, fThe developments they cover are so closely linked
together -that one even wonders what margin of choice is left
for fixing expenditure on education which seems to a large
extent to elude control by government authorities.

34, The percentage of the national product (or of public
expenditure) devoted to education is often used as an indicator
of the overall effort made by the commmnity in favour of the
educational system. It has the advuntage of being easy to
calculate and it appears casy to interpret. Table VI shows
Eublic expenditure on education (current and cépital) in

5 countries, expressed as a percentage of gross national
product at market prices for the years 1950, 1955, 1960, 1965
and 1967, Table VII zives, for 13 countries only, total

ex¥enditure on_education expressed as a percentage of G.N.P.

at market prices), The comparability of the data in the
latter table is much more questionable than in the previous
table; the methods used to estimate educational expenditure
other than public vary from oae country to another and appear
in all cases to onit an important part of expenditure on
bprivate education, as well as family and industry contributions.

In both tables one notices how fast these percentages
have risen for each country from one period to the next. But
this discovery is only of limited relevance; the percentages
convey less accurate information than the indices in the pre-
ceding tables, The variable is a complex one and fluctuates
under the influence of changes both in the numerator and in the
denominator, vhereas the direct calculation of growth rates in
Tables I, II and III enables trends in educational expenditure
to be identified, and the elasticities in Tables IV and V
compare the two trends instead of confusing them. Moreover,
Price trends in the education sector are different from those
:!.n the econonmy as a whole, and this can be taken into account
in calculating the elasticities. A striking example of diver-
gence between these trends is given in a detailed study of
educational expenditure in Germany(1), which shows that the
§hare of educational expenditure in the national product
increased between 1950 and 1962 when expressed in current

pPrices, but declined vhen the two series are calculated at
constant prices,

35, One can compare the increase in these percentages in all
the countries during the period under review with the accom-
panying decline in the share of miliiary expenditure.

(1) G, Palm, "Die Kaufkraft der Rildungsausgaben®, Olten,
Freiburg, 19066,
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} TASLE V

Time elasticities

Zrends in educationel expenditure as a function of public expenditure

(at constant prices - base year 1957)

] number of . Correlation
‘ Country Period years taken . Equations coefficient
: into account R
Germany 1950-1966 16 Aasumption A : log EbFc =(8.(7);9]).og DPbs - 0.47 0.95
" " A': log EPc = 0.93 log DPbs - 0.80 0.97
(0.061)
" " 8 3 log EPc = 1,44 log DPbs - 1.59 0.98
(0.083)
Austria 195521967 13 Assumption A : log EPc -(8.33;)105' DPbs -~ 0,744 0.96
n " B ¢ log EPc = 2.417 log DPbs - 6.764 0.98
(0.160)
Belgium 1958=1967 9 Assumption A : log EPc =(a.$2z)log DPbs = 0.722 0.906
" " B ¢ log EPc = 1,396 log DPbs - 2,425 0.984
(0.095)
Canada 1954-55/1965-66 12 Assumption A : log EEpc ?0353(2);8 log DPbs - 18,8916 0.973
L " b : log EEpc = 4,5180 log DPbs - 24,1635 0.972
(0.345)
Denmark 1955-1966 12 Assumption A : log EPc =(1.%?l7]5°8 DPbs - 2.0167 0.994
" " B : log EPc = 2.3387 log DPbs - 5.524 0,994
(0.079)
United States 1955-56/1966-67 12 Assumption A : log EEpc '(.013%?6 log DPbs - 55,3023 0.976
" " 8 ¢ log EEpc = 2.103;9 log DPbs - 7.8087 0.972
(0.185
France 1952~1967 15 Assumption A : log EPc -(g.;g;l)t log DPbs - 5.9576 0.929
" " B : log EPc = 3.3584 log DPbs - 11,3129 0.934
(0.356)
Iraland 1950-1965 16 Assumption A : log EPc u(‘l.?gg? log DPbs = 2,2208 0.880
" " 8 : log EPc = 2.727? log DPbs - 8,992 0.858
(0.436
Iceland 1950=1967 - 18 Assumption 8 : log EPc -(8.(7:8;)10; DPbs = 2,450 ' 0.996
Itely 1950=1965 12 Assumption A : log Ebc a(a.zzlé? log DPbs = 5.5126 0.967
" " b : log EPc = 2.2627 log LDPbs - 8.5922 0.977
(0.155)
Japan ' 1955-1965 13 Assumption A : log EPc =(3'8§e :;.og DPbs - 0.61 0.983
: " ' " Bt log EPe = 137 log DPbs - 2.18 0.978
<101
, orvay 1950-1967 17 Assumption A : log EPc =(8.87hf‘o)log DPbs - 0.853 0.966
" " B : log EPc = 1,644 log DPbs - 3,007 0.968
i (0.109)
netherlands 1950-1967 18 Assumption A : log EFc =(g.0§;()) log DPba - 4,4518 0.970
; .1 )
i " . " 8 ¢ log EPc = 3.1853 log DPbs - 8.7384 0.965
: (0.216
, Portugal 1950-1965 16 Assumption B t log EPc =(8.g;2§ log DPbs = 0.6139 0.960
United Kingdom 1953=1965 13 Assumption A : log EPc =(8.92%7:;.og DPbs - 8.99 0.717
' " " B : log EPc =(3.79)log DPbs - 10.78 0.661
Sweden 1954=1965 .9 Assumption A : log EPc = 1,1297 log DPbs - 1.1836 0.981
: W " 8 : log EPc = 1,8412 log DPbs - 4,.0122 0.981
! (0.138)
¢
v Swirzerland 1954-1965 12 Assunption A : log EPc = 1,1479 log DPbs - 1.1474 0.969
H 2") (0.092)
e o ) " o : log EPc = 1.5071 log DPbs = 2.4079 0.974
:' o "’ e (0.109)
Q

@)

E

r

Liet. o-andard deviations have becn indicated in brackets under the elasticity coefficients to which they refer.

Full Tt Provided by ERIC.
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TABLE VI

STP(70)7

expenditure on education

in percentages of G.N.P, (at market prices)

1967 or
Country 1950 1955 1960 1965 avi%ilizble

year
Germany 1.97 2.19 2.33(g) 2,91 2.96(¢)
Austria 1.0:2 2.61 2.88 3.60 4,40
Belgiun 3.25 4,77 5.13 5.57
Canada 2.67 4,06 5.65
Denmark 3.27 3.98 5.47 6.12
Spain 1.00 1.22 1,30 D 2.14(1)
United Stotes 5.26 | 4.01(g) | 4.87 | 5.10
Finland 4,10 4,32 4,60 5.43 t 6,43
France 2.83 3.57 4,56 4,81
Greece 1.51 1.60 1.88(4d)
Ireland 3.02(a) | 2.98 4,04 4,23
Iceland 2.78 2.38 3.28 3.86 4,80
Italy 2,26 4,21(b) 5.18
Japan 4,05 4,52 4,01 4,54
Luxembourg 2,74 3.43 4,34
Norway 2.79 3.41 4,38 5.36 5.81
Netherlands 2.66 3.57 4,57 6.16 6.71
Portugal 1.36 1.58 1.83 1.44
United Kingdom 2.68 3.41 4,15
Sweden 5.85(c) | 6.80 7.40(e)
Switzerland 3,09 3,25 3.62(4d)
Turkey 2,24 2.17 2.42 3.75 3.70
Yugoslavia 2.23 3.33 4,34 4.59
(a) 1956, (b) 1961. (¢©) 1962, (d) 1964, (e) 1966, () 1968,

(%) Interpolation between 1959 and 1961.

23




A

STE(T0)7 - 18 -
LABLE VIT
in perceieges of G.N.P. (at market prices)

1967 or
Country 1950 1955 1960 1965 avi?lSLZble

year
Germany . 2,16 2.33 2.43(g) | 3.00 3.05(e)
Canada . 2.98 | 4,57 6.42 '
Spain 2.18 2.21(h) 3.03
United Stetces h,21 5.34(g) {1 6.53 6.79
Finland 4,29 4,54 4,88 5.78 7.76
France(j) 2.89 3.63 4,63 4,89 |
Greece .21 | 1.52 | 1.98 2.09 2.04(e)
Iceland(d) 2.76 | 2.38 | 3.28 3.86 4,80
Japan 4,65 5.31 4,91 5.86
Norway 2.98 3.57 4.55 5.55 5.99
Netherlands 2.77 3.89 4,86 6.39 6.93
Turkey 2.37 2,32 2.60 4,01 3.92
Yuéoslavia(i) 2.23 3.33 4,34 4,59
() 1966,

(g) Interpolation between 1959 and 1961,

(h) Interpolasion between 1964 and 1956,

(1) The avallable sources of information show that total
exXperciiture is the same as public expenditure.

(J) Disregarding <amily expenditure.
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Teble VIII compares the percentase of public expenditure
devoted to education in 1957 and 1966 with the percentage of
military expenditure for the same years, With the exception of
two countries, the share of military expenditure has declined
considerably, whereas the share of educational expenditure shows
an increase of almost the same order. It can be argued that the
disproportionate growth of educational expenditure in recent
years has been partly at the expense of the reduction in ti.c
rate of growth of military ‘expenditure,

GROWTH FACTORS TN iXPiidDITURE

36. Measuring expenditure trends is not an end in itself.
If an analysis of overall expenditure is to be of help in framing
educational policy, it must illuminate those growth factors on
which forccasts and action can be based. The main factors are
easy to identify. ‘They are essentially the rise in prices,
demographic growth, the rise in the enrolment rate, the improve-
ment (or deterioration) in the staffing ratio, and the rise in

- teachers! salaries, vhich is itself the result of several struc-

tural faccors.,

37. Demographic growth is far from being the main factor
responsible for increasing expenditure. Of ccurse it made a
certain contribution, since the numerically superior generations
born after the war received their schooling during this period.
One cannot generalise, as birth rate trends vary wvith the coun-
try and the year, But in each of the countries the rise in the
number of carolments has been much faster than that of the

relevant generations,

In addition to this continuous rise in enrolment rates
for each age group comes the incidence of the increase in unit
costs. The latter is partly due to the improvement in staffing
ratios which is found in almost all the countries and at all
levels of education (except in certain fields of secondary
education at certain periods); indeed it is remarkable how,
during this period of accelerated growth, the number of teachers
increased even faster than the number of pupils, But the effect
of this reduction in the number of pupils per teacher was far
less important than the increase in teachers' salaries.

38, When one examines the development of teachers! average
salaries, onc finds that they rise much faster than the cost-
of-living, contrary to the opinion one often hears; +the gap
between the two varies from one country to aznother and reflects
to a large cxtent the general increase in purchasing power found
in all 0.E.C.D., countries. The data available are insufficient
for carrying the analysis further and studying the development
of teachers! pay as compared with that of other salaries. Even

. when it is established that teachers! average salaries g0 up

faster than other salaries, as seems most offen to be the case,
the various factors responsible for this still remain to be
analysed,
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TABLE VIII

Trends in cducational expenditure and military
expenditure between 1957 and 1966

(in percentages of public expenditure)

1957 1966
Country Period
EP / DP | DM / DP EP / DP| DM / DP

Germany 1957 & 1966 15.8 17.6 17.4 22.0
Austria i 18.2 8.6 25.3 8,3
Belgiun 1958 & 1966 13.4 24.7 3.5 17.8
Canada 1957 & 1965 |  20.6 38.5 36.6 | 21.0
Denmark L 17.2 20.8 34,5 16.8
United

States 1957 & 1966 17.5 48.5 21.9 37.7
France " 18.1 39,0 33.0 25,0
Greece 1957 & 1965 11.5 42,1 16.6 32,1
Italy 1957 & 1966 22,7 19.7 30.2 | 15.6
Norvay i 27.0 26.0 33.8 20.5
Netherlands " 22.8 29.1 33.4 18.5
Portugal 1957 & 1965 13.8 28,7 11.0 51.3
United

Kingdom " 17.8 40.7 23.5 32,5
Sweden 1958 & 1965 25.0 26,0 31.8 21.3

Source: "MNational Accounts of 0,.k.C.D. countries" for public
expenditure and military expenditure.

The data on educational expenditure have been collected
in the framework of the present study.

N.B. Abbreviations:

EP: Publie educational expenditurs, current and -:apitzl.
DP; Public expenditurc, including here current -whblic
expeinditure on goods and services, plus gros:s fixed
26 asset fornaticn of public administrations,
DM: Military expenditure.




- 21 - STP(70)7

39. The relative changes which have occurred between the
different levels of education during the period under review
must first be considered, In countries vhere it was possible

to group teachers according to levels (United States, France,
etc.) it is found that the development of average salaries varies
from one period to another and from one level to another, In
addition there are many categuries of teachers within each level
and account must be taken of ch es in the pattern of their
distribution, Certain countries {United States), have been able
to raise appreciably the standard of their teachers! qualifi-
cations (at the elementary and secondary levels), while at the
same time coping with a phase of rapid increase in enrolment
numbers; in other countries (France), on the other hand, it was
possible to meet the need for intensive recriuitment only at the
expense of raising the proportion of unqualiiied teachers or by
promoting teachers vl:olesale from lower levels. As regards
higher education, it seems that the proportion of titular pro-
fessors, or of teachers holding a Doctorate, has everywhere
declined, To measure the effects of these changes on the struc-
ture of the teaching body one would need accurate data for the
numbers in each category and their respective salaries (medians
or, if rot aveilable, aver:ves), such as do not seem to be
assembled systematicallv by nat:f.onal statistical denartments,
even for public education,

40, A simplified method for measuring the trend of salaries
in the teaching profession is to follow in each of the main
fields of study the trend of pay for a fixed category, for
example, the salary index for a married teacher vith 'f:wo children
at mid-way in his career. Account should next be taken of
changes in age structure, since teachers! salaries are, as a
rule, closely linked to seniority, Changes in the breakdown
by sex must also have a certain effect, insofar as women's
iala}:;ies are often (de Jjure or de facto) below those of male
eachers,

41, It proved possible to carry out these analyses for some
countries, more particularly in the case studies given in the
Annex; but they contain too many gaps and inaccuracies for
reliable conclusions to be dravn from them, It would seem,
however, that the oft-repeated claim that teachers! pay has
dropped continuously compared to pay in other professions is
not supported by the partial results obtained, vhich in many
instances show a relative improvement; the latter is perhaps
due to the state of the labour market, where demand for teachers
has been stronger than for many other professions; but perhaps
it is also a case of %taking up the slack" after laggi behind,
considering that, as between people holding equivalent degrees,
teachers! salaries are even now lowver than those in most other
professions, It seems likely that the upward thrust of the
level of salaries as a whole is a more important influence on the
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trend of teachers! salaries than fluctuations of supply and
demand on the labour market, especially as specific shortages in
certain categories of teachers %scieuce or mathematics teachers,
for example) are hardly ever reflected by differential pay rates,
owing to the attitude of the trade union organisations and the
professional code of the teaching body. These assumptions would
have to be thoroughly checked by research at national lewel, and
this would be the more necessary since salaries in the education
sector are a large and ever-growing proporticn of the total
salary bill, In several countries today the iiinistries of Edu-
cation are the employers of more than half the civil servants.

42, The case studies on the United States, France, Norway,
the Netherlands and the United Kingdom contain a brief analysis
of the overall data available. Several methods of calculation
are used in analysirg the factors of change; they lead to dis-
tinctly different results. Apparently the simplest method is to
express the changes observed in average annusl growth rates,
which is admissible in all cases where the movements are ex-—
ponential and regular. The rates so obtained can be added to-
gether and the residues are unimportant. One can then allocate
the growth between the vex!nrus factors identified, +"2 number of
the latter depending on %nc detail in the data avali..ole.

In most of the results recorded in the above-mentioned
case studies the main contribution to the growth of expenditure
comes from the rise in unit costs. Seeing that the share of
expenditure on personnel usually remains steady, as does the
share taken by the teaching staff, one proceeds to investigate
the factors which raise the average salaries of teachers. The
case studies by Professor icher on France and by MM,V, Grant on
the United States provide some relevant material in connection
with changes in the standards of teachers! qualifications. It
is apparently in this field that more widespread and thorough
research needs to be done to get to know the price-determining
mechanism better,

43, It would be interesting to study salary trends in relation
to other current expenditure on education. In some countries .
(United Kingdom, ilorway) the relative share of teachers! szlaries
is found to have declined somewhat, which would point to a modi-
fication of the cost structure due to changes in teaching tech-
niques., One might also suppose that the continuous increase in
salaries vould prompt government authorities to replace teachers
by teaching equipment, the cost of vhich rises more slowly, and
so to encourage the use of a less labour—intensive technology(l).

(1) In the case study on Norway an attempt was made to calculate
this substitution elasticity.

28
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But the main body of data in the study does not seem to support
this assumption; on the contrary the results for most countries
show a stable distribution of expendituie between the three -
categories used in the enquiry; personnel, other current ex—
penditure, and student grants, When variations are found between
one year and another, they are in most instances fluctuations
vhich seem to be due rather to changes in classification or to
fortuitous events unconnected with movements in cost structure.

4t When analysing educational expenditure at this global level
one has to admit that there is little hope of getting to the -
bottom of the question of the trend of cost prices in the edu-
cation sector, When time series are available for the
distribution of items of expenditure between the different

levels, one again finds an absence of clearly defined trends,
vhich seems to reflect rigidity in the cost structure; the

"innovations of recent years as regards teaching techniques do

not yet seem to have made changes in the school system extending
to the field of finance. It would be valusble if we could ]
verify this assumption by having more detailed studies made at
national level, wvhich could be made use of in plarnirg and fore-—
casting, To draw up a coei policy for education one nust first
assemble much more accurate information covering a vider field
than what we have at present; moreover, one would have to
elaborate the unit costs, which are given as national averages
(found by dividing expen_&iture by enrolments); by making cost-
price studies at the level of educational establishments. An
analysis of the points of difference between the costs of one
establishment and another would no doubt reveal the principles
of efficient management and encble costs to be compared srith

the effectiveness of the educational system which cannot he done
when costs are worked out at national level from partial data in
public accounts,

45, This efficiency yardstick is indispensable for educational
policy and for correctly estimating educational expenditure,
The customary vay of measuring the trend of educational exren-
diture is to express teachers'! salaries in constant prices with
the help of a cost-of-living index (or sometimes, as in France,
of a general price index). This procedure, which measures the
trend of teachers! purchasing power, amounts to assuming that
their productivity rises in the same way as for the active
population as a whole., It would be desirable to check this
assumption, but there is no single standard for assessing the
results achieved in terms of the manifold objectives of the
educational system (individual, social, economic, etc.).

Indeed the problem of evaluating teaching services arises for
all service activities where there are no physical units to
refer to, such as there are in the production sectors.
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46, In an attempt to assess the megnitude of this factor in-
directly, we have employed tvo deflcztionary techniques con-
currently, one of vhich assumes that te:icher productivity has
followed the general trend (assumption 3), while the other
assumes that it has not increased (assumption A). To make a
more exact calculation one would need to have a teacherst! salary
index for expressing their salaries in constant prices; any
increases in the expenditure figures would then be due to
greater numbers of teachers and to structural changes within
the teaching body: redistribution between the various levels,
different standards of qualification, or changed distribution
by age or sex.

However, the two simplified methods used in the study
suffice to set the limits (upper and lower) between which the
growth rate of educs*ional expenditure would be found to lie
if teacher productivity could be measured correctly.

47, Despite the considerable margin of uncertainty in the
estimates in Tables I and II, it can nevertheless be stated that
the rise in educational e:penditure tends to be greater than in
educational Services to F'o.e extent that productivity increases
are slotvier an in the ciher sectors of the economi. Ve saw
earlier how important this point is in working out the real
trend of expenditure, and it highlights the over-riding need to
measure academic cttainments in order to be able to assess the
past or future trend of educational expenditure in terms of
cost prices, It is the failure to give due weight to this
aspect of the problems of deflation, by confusing the cost of
educational services with their productivity, which has con-
stantly led to underestimating the real increase in educational
expenditure in the multi-annual forecasts vhich have been made
until now. The rise in costs per pupil has turned out to be

fgs{er than expected, and faster than the rise in prices as a
wvhole,

48, Of course the possibility cannot be excluded that teaching
services have improved in quality, as this would not be brought
to light by either of the two methods of deflation employed
vhich measure only the resources used and not the results ob-
tained; but enquiries made in Great Britain into this .
question(l) using several performance criteriz (increase in
enrolment rates in the older zge-groups, success rates in secon-
dary school finsl examinations, etc,), suggest that productivity
tendit'jl:.o decline, both in secondary education and in the uni-
versities,

49, It appears, then, that a financial policy for education
must ultimately be based on a quantitative and qualitative assess-
ment of school output as well as of the wider issue of the
effectiveness of the educational system,

(1) M. Yoodhall and M, Blaug: %“Productivity Trends in British
Secondary liducation, 195C--1963%, in Socinlogy of I'dlucation,
Summer 1968,
He Voodhall and !, Blaug: ‘Productivity Trends ir. British
University iducatiorn, 19:€-1962%, in Min-~rva, Sume.-r 19€5,
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TABLE IX

Comparison between public expenditure on education

in 0.3,C.D, countries and G.N.P. per capita and

STP(70)7

H
t

L P e

Nuglgel_‘ Correlation
Year coun— Equations coefficient §
tries
1965| 13 = 1,587 log PNB - 3.24
7
o 15 = 1,15 log PNB - 7.82
B
w 15 1,152 log DPbs - 0,968
v
-
-
L 17 = 1,37 log PNBf -~ 2,65
DA
" 15 = 0.92 log DPc =~ 0,66
R
t 14 =1.13 log DPc - 1,28
N2
" 16 = 0,95 log DBs -~ 0,47
W 14 = 1.08 108 DBS - 0.86
P
1955 19 = 1,056 loz PNBf -~ 1.65
P
i 17 = 1.145 log BB ~ 1.98
W 18 = 0,98 log DPc - 0,665
A
W 16 =

1,006 log DPc -~ 0.75
2

The meaning of the symbols used is given in Annex I.
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—INTERNATIONHAL COHPARISON E!*mEli LEVILS
OF DUCATION:L EXPEIDITURE

50, The statisticzl data assembled in the enquiry by ques—=
tionnaire have enabled a number of comparisons to be made be-
tween Member countries.

First, the relationship between educational expenditure on
the one hand and nationel product and public expenditure on the
other was studied for several different years (1965, 1960 and
1955) by using two aggregates for public expenditure on education
(current and total), two concepts for public expenditure and two
concepts for G,ll,P. The results are given in Table IX. The most
up-to-date comparison is based on data for 1965, because it was
unfortunately not possible to obtain more recent statistics for
all the Member countries together. Vhichever concepts one usés
(total or public expenditure on education, gross national pro-
duct or national income, total or current public expenditure on
goods and services), one finds a close correlation beuween edu-
cationsl expenditure per iead and per capita income: in other
words ezch country devotes to education a share of Lis resources
proportionate to its level of economic development, and this
level explains (statistically) from 35 to 90 per cent of the
differences found in educational expenditure per head.

By and large the results of these cross-section analyses
confirm those of the time-series analyses mentioned previously.
The elasticity of educational expenditure in relation to national
product is higher than in relation to public expenditure. then
the data are plotted on graphs, the 0.E.C.D, countries as a
whole appear to be quite homogeneous, Furthermore, the re-
lationships remeined fairly stable during the ten years under
review and the differences noticed between 1955, 1960 and 1965
do not seem to point to any significant trend., Most of the
correlation rates are high, althoush lower than those noticed
previously for the time series for each country; but these
correlation rates (all very significant at the threshold of
1 per cent) do not seem to provide a sufficient criterion to
allow the use of the cross-section comparisons as a reliable
guide to probable developments in each country. Indeed, the
elasticity (and correlation) coefficients are seen to vary
rather irregularly with the number of countries included; thus,
if Portugal, Spain and Greece, which are quite distinct from the
remaining group of countries, are included in the calculations
for the year 1965, the elasticity coefficient for educational
expenditure in reiation to national product goes up by 39 per
cent, Likewise the differences found between equations based on
neighbouring concepts (such as "cuirrent expenditure’ and "total

32
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expenditure® on education, or “current public expenditure" and
“"eurrent public expenditure on goods and services®) arise much
more from variations in the number of countries in each sample
than from significant variations in the relative position of the
same countries from one period to another.

51, One may wonder vhether converting educational expenditure
into dollars at official rates of exchange does not load the
calculations in favour of the richer countries, and it is true
Tthat an international comparison based on more detailed cnalyses
shovrs appreciablgt narrower gaps between the figures derived from
G.N,P, per head(l). In theory a conversion index could be
calculated by expressing the main items of expenditure in the
prices of one single count?, or more simpl(l:.g by using as indices
the average salaries of a first level teacher in the various
countries, This method could not be used for lack of dataF so

a8 new set of calculations was made using the ‘parity rates‘
Taken from National Accounts expressed in United States prices.
In order to bring out the differences resulting from the use of
these two conversion rates, both series have been worked out for
the same countries, the same basic data and the years 1950,
1955, 1960 and 1965, but using the two different rates.

The results appear in Table X; it will be seen that
there is no significant difference between the two series. So
no better results seem to be reached by using a somevhat less
artificial conversion rate than the official exchange rates.

52, Accordingly, it can be stated that educational expen-
diture per head is closely linked to the per capita income and
to the public expenditure per head throughout the 0,E.C.D. _
countries., Statistically the comparison reveals a high degreé
of correlation explaining from 85 to 90 per cent of the diffe-
rences between the various countries, Can one conclude that
international comparisons make it possible to forecast the
future trend of educational expenditure in each country? That
does not seem certain: <the time elasticities found for each
country are distinctly higher than the cross-section elastici- .
ties arrived at by comparing educational expenditure in all
countries in a given year., To be sure, the cross—section corre-
lations remain stcady for a period of 't:ime, as may be seen by
collating the results of the comparisons made for the years 1950,
1955, 1960 and 1965; but this may simply mean that throughout
the period all the countries concerned made much the same efforts

(1) Milton Gilbert ot ai, “Comparative National Products and
Price Levels®, 0,E.3.C,, 1958,

Vilfred Beckerman, "International Comparisons of Real
Incone®, 0.E,C,D, Development Centre, 1966,
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TABLE X

Crogs-section elasticities QO.E,C,- D, countries)

in public educational enditure (per capita
as a rtion o2 G,N.P, and of public enditure
er ta) in ) 1 1960 and )

Comparison of results obtained by applying official
sexchange rates and parity rates

Number , Correlation
Year of Regression equation coefficient
, countries R
AT EXCHANGE RATES (in $U.S.)
1950 13 log EF = 1,085 log PNB = 1,83 0,953
B © (0:103) o * *
’ n 10 log EPc = 008‘07 log DBS - 0053 0090‘5
5" (0o161) B P
AT PARITY RATES
" 13 log EP = 1,086 log PNB = 1,84 0,948
fF " (0l109) S P * *
n 10 log EPc = 0,860 log DBS = 0,54 0,902
B =" (0n45)
AT EXCHANGE RATES (in $U.S.)
1955 17 log EP = 0,89 log PNBn - 1,18 0,799
- (0.,173) ¥
" 16 log EPc = 0,72 log DBS - 0,12 0,765
T (0.63) F— *
AT PARITY RATES
" 17 log EP = 0,82 log PNBma = 0,95 0,775
Br (0.172) ¥
" 16 log BPc = 0,67 log DBS =« 3,003 0,74k
EF= " (0:160) % B
AT EXCHANGE RATES (in $U.S.)
1960 20 log EP = 1,359 log PNB = 2,554 0,956
 F T (0:0%8) SF- ’
n 18 log EPc = 1,117 log DBS = 0,928 0,937
BP_ (0,103) BF‘
AT PARITY RATES
n 20 log EP = 1,401 log PFNB - 2,711 0,956
 F ° (@00) S FC * *
" 18 log EPc = 1,118 log DBS = 0,951 0,924
¥ (0.115) P *
AT_EXCHANGE RATES (in $U.S.)
1965 19 log EP = 1,409 log PNB - 2,677 0,939
S5 T (02h) E *
" 17 . log BPc = 1,183 log DBS = 1,046 0,926
B 5" (0n12h) B = .
AT PARITY RATES
" 19 1og EP = 1,455 log PNB - 2,842 0.951
5 " (o) B Ee
" 17 log EPc = 1,186 log DBS = 1 o7 0.917
P (0.130) © P *

N.B,: The standard deviations are shown in brackets below the elasticity coefficients
to vhich they relate,




A

l - 29 - STP(70;7

in proportion to their resources, For the plonner this dis-

covery is not without importance. But it is of less conseguence

for forecasting than indications of the recent trend of edu-
; cational expenditure in a given country, such as can be derived
| from the available time series, Broadly specking, these cross-
| section comparisons can be considered as having a descriptive
value vhich enables the respective position of each country to
be determined with reference to all 0.E.C.D. countries tzken as
o whole at z given moment; on the other hand, it does not seem
pPossible to ascribe to them a predictive value which would
Justify using the parameters of the equations for projecting
expenditure in terms of objectives of economic development or
of forecasts of public expenditure.

For forecasting educationzl expenditure it seems pre-

i erfaible after 211 to go b¥ the time trend observed in the country
itself end to use the internmational comparisons for helping to

form judgments rather than for making projections,

53. The data collected in the enquiry were also used in an
attempt to verify a number of assumptions regarding the relation-
ship between educational e:penditure and economic grovth, If
education is regarded as ar. investment, tihe level of educational
expenditure may be erpecte to “predic{:“ the future level of the
econouy, So we set per capitz income in 1965 against education-~l
expenditure per head ten yesars earlier; +the corrclation is

most significent and the elasticity coefficient of 0,62 could be
taken as ¢« merginal efficiency rate for investment in education.

54, But one can =nlso reverse the direction of this cousal
relationship ond treat education ns collective consumption, by
supposing thot the level of education::1 expenditure depends on
the level previously attained by the economy; one then finds
that educationzl expenditure in 1965 is “explained" to the
extent of 83 per cent by per capita income in 1960; and one
finds a similar correlation betvcen per capita income in 1955
and educo~tionsl erpenditure per capita five years earlier. So
caution must be exerciséd in interpreting international com-
parisons based on macro-economic data: they are no more thon
guldelines for determining the respcctive positions of countries
at a given moment; they provide neither a key to forecasting
future trends, nor proof of a causal relationship,

55. International comparisons can also be used in seeking an
explanation of the considerable differences » which were referred
to earlier, between the growth rates for educational expenditure
in different countries, The rate at which expenditure increases
might be expected to depend on the dynamism of economic expansidn:
but collating the two series of growth rates reveals no meaning-

ful relationship between the two. Nor is any correlation found

between growth rates in educational expenditure and levels of
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economic development; one can discern no tendency for the gaps
between the various gountries either to get steadily narrower

or to get wider. Likewise, no meaningful results are obtained

by taking the gercent%ge of the G.N.P., devoted to the educational
system as a measure of national effort in favour of education:
the correlation of this index with per capita income is very low,
as it 1s also with rates of economic growth.

56. It may be concluded from this set of comparisons between
0.E.C.D, countries that the level of educational expenditure is
proportionate to the resources of each country, but that the
financial effort exerted during the last 15 years is not explained
by economic factors, At this macro-economic analysis level one
cannot confirm (nor invslideate) the propositions vhich maintzin
that cducation expands in response to a2 %demand" from the economy
expressed in the form of requirements for qualified manpower,
or that growth in the educational system conditions economic
progress. But no more can one conclude that on the contrary the
development of educational systems should be regarded as mere
"consumption expenditure® depending either on the level of
economic development or on the growth of national income, .
It would be valucble to investigate the non-economic fac-
tors vhich appeer to have deotermined the particular rate of
growth in cducational e:xperditure in each of the countries under
review. The fact that it has grown so steadily during the
period concerned suggests that long-term social or political -
factors are at work, apparently almost uneffccted by the fluc—
tuations of the economy or by educationnl policy decisions,
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CHAPTER III

PROSPECTIVE TRENDS IN :DUCATIONAL
SLPUHDITURE UP TO 1980

57, How to tell vheot will be the development of educctional
expenditure during the next decade is = question vhich is being
asked more ond more, There can be no sctisfactory answer, be-
cause this is only one 2spect of educ~tional policy; the
desirsble level of educrtionnl expenditure should be fixed in
terms of clearly stated criteriz, once the social and economic
objectives, and the efficiency of the me:ns to be used to
achieve thcm, have been specified. But the growth of expen-
diture on education h»s been so f-st during the last 15 yeors
thet 1t was bound to be detrimentsl to other sectors y S0 that
the question arises whether a physical limit will not soon be

reached,

58, In an -ttempt to cnswer this question a series of global
extrzpolations of educationesl expenditure has been worked out so
as to see vhot would hoppen if the growth rates of the last

15 years were to contimue up to 1980, The calculation dis- ]
regards the separate factors vhich caused the grovth (demographic
growth, enrolment policy, teaching standards, etc.) and takes
account only of the global volume of expenditure on education,
which impliec toet the sgane grouth faoctors will continue to ope-
rate in the sane way. 3o it is only a first approxiration, based

primerily on the steady rete, referred to earlier, at which
expenditure has increcsed,

59. There vere, » priori » severzl possible procedures for
mcking the calculction, Three heve been used to permit the
colleting of their results:

(a) The annu~l growth rete for educstionel expenditure,
using the adjusted trends trken from the time series
for the 1lost ten or fifteen years (rccording to the
rates of assumption B).

(b) The elasticity of educationsl expenditure in relation
to gross nationsl product, using the proJjections in
the 0,E.C.D, study on economic growth from 1970 to
1980(1) and the regression equotions given earlier

gccording to esssumption B),

(c) The rise in the percentoge of G.N.P, devoted to
education, using an extrapol-tion of the growth
e::ponent:f.:al) recorded in the recent past,

(1) "The Growth of Output in 0,13.C.D. countries 1960-1980"
[CPE/TP2(70)17 .
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Tne three sets of figures thus worked cut for educational
expenditure in 1980 vere then expressed as percentages of the
figures for gross nztionzl product =nd public expenditure which
the 0.L.C.D. had proJjected for the same yeor,

60. The results of the three methods of extrapolation =re
given in Tebles NI, XII and IIII, They ore seen to be quite close
together for half ‘f:he countries studied, but fairly for aprrt

for the others., So it is =dvissble to use severrl forecasting
methods Jointly rather than only one, because the importance of
this possible cruse of uncertsinty rppecrs only = posteriori,

The results of the extrspol=ations do not point to =ny
obvious limits to the continurtion of the trends observed
hitherto, et lesst for the majority of 0,B.C.D. countries and
insofar as the expected economic growth (5.1 per cent per yecr
from 1970 to 1980 for 0,L.C,D. countries ¢s 2 whole) actually
takes place, The percentage of G.N.P., devoted to educzation ~
in 1980 would be less thcn 6 per cent for five countries (in-
cluding Germany ond Japon); it would be below 10 per cent for

six other countries; for eight countries it could be over
10 per cent.

61, These seme exttrapolations, when expressed rs percentcges
of public expenditure (Tsble IX), strengthen the impression that
in most countries limits could quickly be reached to the con-
tinuation of the recent expension., For 12 countries out of 19,
a continuation of current growth rotes would involve. allocating
over 20 per cent of public expenditure to the educational
system, a figure which only two countries hzve reached so fer,
In four or five countries the figure would even exceed 30 per

cent, which seems hardly realistic in the light of present-—day
internationsl experiencsa,

62, Before trying to interpret these results the limitations
of the extraspolations should be reczlled: they disregard =all
factors influencing the trend of expenditure, assuming implicitiy
that their overall effect will be Just the same in the future
as it has becn in the past, xtropolstion is concerned with
stoting only what would happen if prst trends were continued
into the future, =11 things being equnl znd undisturbed by any
deliberste action, It con do no more than provide guidance in
choosing between options; it is not a proper forecest, still
less a method for fixing planning targets. On the contrary,
there remains the compelling need to take account of all the~
factors affecting costs and to examine the financial implica-
tions of the options,

63, Reduced to this modest role, extrapolations cen help ™ to
determine the limits of what is possible in the light of ex-
perience in other countries, It may be thought, for example,
thot without a radicrl change in social attitudes and behaviour
the period of accelerated growth in educational expenditure
cannot continue lndefiritely without meeting with resistence
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| TABLE XI
E Extrapolation of public educational expenditure up to 1980
by the three methods, and results in percentages of G,N.P,
, Annual Extrapolation
\ growth rate % % Extrapolation in 1980
; I FLGST L PRSPy | G
' (in %) E / G.N.P,
P
Germany 9.3 5.4 2,96 (66) 3.9 1l.38 3.7
Austria 9.3 7.8 4,40 6.1 6.9
Belgium 8.6 10,0 5.57 8.4 1.74 7.8
Canada 13.5 17.3 5.65 (65) 20,5 2.92 17.0
Denmark 11.4 15.0 6.12 13.0 2.21 10.1
Spain 12.8 4.9 2,15 (63) 4,5 2.60 4,7
United States 8.2 8.2 6.12 8.6 1.98 7.9
Finland 7.5 9.0 6.43 8.0 7.8
France 11.0 9.0 4,81 9.4 2,08 9.0
Greece 1.89 (64)
Ireland 5.7 Seb 4.23 6.8 2.%0 8.0
Iceland 12,5 4,80 '
Italy 13.2 13,2 5.44 13.0 .2.00 11.0
Japan 10,2 4.1 4,54 (65) 4.1 1,01 4.6
Luxembourg 8.2 4,30 (65) 9.2
Nerway 7.4 8.4 5.81 11,2 1.85 8.8
Netherlands 11.4 15,2 6.71 14,8 2,30 12,0
Portugal 6.5 1.4 1,53 (65) 1.9 1,19 1.7
United Kingdom 8.2 8.8 4,15 (65) 8,2 2,47 7.0
Sweden 11.4 16,5 7.40 (66) 16.5 2,05 11,3
Switzerland 7.9 7.4 3.62 (64) 3.7 1,56 4,6
Turkey(a) 9.5 7.0 3.70 7.8
Yugoslavia(a) 17.5 12.0 4,50

(a) Public expenditure is equal to total expenditure, according to the sources available,

. N.B.: Projections of G.N.,P, for 1980 have been taken from the 0,E.C.D. study on economic
i growth /CPE/WP2(69)137, Gross national product is quoted at market prices.

- The growth rates of educational expenditure which have been used.here are those of
3 assumption B (see Table I); the same applies to the elasticities.
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rrojections of pubiic ex endiiure
economic growth [CPE/\VPZ?b9)13_7. For countries marked with an asteri
refer to current public expen iture,

: countries the fiiures refer to total public expen
i debt, sross fi::ed asset formation in the oublic
services, transiers and suhventions.

for 1380 have been taken from the 0.E.C
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| TAoLE XII1
E Extravolation of public educational expenditure up to 1980
in percentages of total public expenditure
{
| % Ep / DP & IZp / DP % Ep / DP % Ep / DP
Country in 1967 in 1980 in 1980 in 1980
lnethod of rethod of rethod of
the trend | the percentage the e.csuicity
EP / G.H.P, E / G, P,
, Germany 7.47 (66) 12.23 8.65 8.20
Austria 11.63 18,31 14,60 16,
Belgium(*) 18,03 22.6 24,2 18,4
Canada 18,14 (65) 49,2 56.4 48,8
Jenmark 17.81 40.10 34.78 27.15
United States 16.3 24,00 24.25 23,00
Finland 17.89 18,22
France 11.77 18.1 19.00 18.3
Ireland 11.76 (66) 19.87 25,66 30.69
lceland 13.29 (66) 37.84 19.81 16,49
Itaty 14.37 (65) 31.3 31.21 25.55
Japan 22,12 (65) 22.9 23.6 25.5
Luxembourg( *) 14,54 (65) 28.38
Norway 15.08 17.2 2.7 17.5
ietherlands 15.08 28.03 27.61 22.79
Portugal 9.4 (61) 16,2
‘ united hingdom 11,42 (65) 24,5 22.56 19.7
: Sweden(*) 22.0 (66) 40,00 42.00 28.00
Switzerland(*) 17.3 (64) 26.7 13.2 16.9

the only information available. For

Ry A e

ERI

Aruntoxt provided by Eic

.D. study on

sk (*), the figures

the other

diture including interest on tie public
sector, public expenditure on gnods and
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from other sectors of the economy. ‘here are these limits?
Internationzl comparisons show that no country hes yet reached

‘the 1limit of 8 per cent of G,N,P. devoted to educetion. Even

after sllowing for the fazct that this ticeiling" hes been raised
consider-bly during the last 15 yesrs, it looks as if the growth
rates will slow down on approaching i'f: and the curve will prob-
ably flatten out before reaching 10 per cent,

64, It seems possible to distinguish three groups of coun-
tries, A first group from five to seven countries, would exceed
the 10 per cent shere of G.N,P, devoted to education, and four
might exceed 15 per cent, It seems most likely that there

will soon be & reversal of the present trend, bringing with it
a risk of tension if the enrolment rate ond unit costs keep on
tending to rise,

65. A second group, of six countries, would lie between 8 and
10 per cent, The rates of growth in educationrl expenditure
for this group esre likely to slow down before 1980, At what
moment will the curve flatten out? There are no_criteria
availeble for deciding this, and no internationsal experience
either, since the prevailing growth seems to be continuing even
in the countries which have nlready reached the highest figures.
But it is important for these countries to start preparin% for
this eventunlity forthwith, by providing themselves with tools
for bringing costs of educztion progressively under control.

66. A further group, from eight to ten countries, would not
reach the 8 per cent figure in 1980, and five of them would stay
below 6 per cent. The latter appear ceprble of mzintaining their
recent grovwth rates, :nd three of them, whose present level seells
abnormally low compared with the other countries, might even
manage higher rates,

67. It is in fact possible thet the effects of the reversal
of the trend predicted for groups 1 and 2 are already being
felt, It is apparent even now that in the last two yeors there
have been changes in that direction in some countries (United
Kingdom, Frence), but unfortunately the data for the engulry
stop »t 1966 or 1967 , vhich makes it impossible to check whether
the tendency is general, '

68, How will the chenge come ~bout? Demographic Ij).ressure
will be felt less (except in Germsny ond Austria), since the

rise in births which distinguished the post-war period has
levelled off pending the time when the new generations (born
from 1946 onwards) will, in turn, have children of school =ge.
But we have seen that demographic factors have played only =2
smnll part in raising educational expenditure, Moreover, all
the educstionszl reforms under way or in prepmw-lion tend to
lengthen the period of schooling, to speed up the incre~se in
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the numbers of students receiving higher education, &né tc raise
costs of education, It is therefore likely that the contradic-
tion between a continued grovth of enrolments and the resistance
to a continued rise of education's share in the national product

will create tension which planners should try to foresee and
reduce,

CONCLUSION

69. The enquiry occasioned by this study has disclosed that
most iiember countries do not yet possess the minimum of infor-
mation they would require in order to know what their expenditure
on education is, to foresee it and control it. Progress must be
made in this field. Ilowever, if henceforth educational policies
have to strive to control the volume of expenditure, they cammot
be confined to improving the knovledge of global financial data;
it will be necessary to analyse the cost prices of education, to
lay down efficiency criteria and to develop research and inno-
vation as constituent elements of a policy for educational grovrth.

in anelysis of educational cipenditure (particularly at
zlobal level) is not sufficient basis for defining the options
for an educational policy, and still less for laying down
criteria for choosing betiween then, or for deteriining policy
objectives. But it does provide indispensable pointers to the
behaviour of the educational system. It yields international
comparisons which help to place national problems in a wider
context; it is a condition of further progress towards framing

an educational policy which should include a control of costs
and returns.
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Lbbreviations

Lependent variables

1. Public expendituire on education P
Co Current public expenditure on education Yne
Je _sjyenditure on public education Yiip
4, Current e:penditure on public education Llpce
5 Total expenditure on education it
6. Total current expenditure on education te
7. Budget of the linistry of liducation BiN
8. Total expenditure on higher education U
2. Current expenditure on higher education Uc
Independent variables
10. Gross ilational Product at factor cost PiBL
11, Gross ilational Product at market prices PNBEm
12, Nationel Income R
13, Total public expenditure (current and
capital) DP

14, Current government expenditure DPc
15, Current government e:xpenditure on goods

and services DPbs
16. Total population P

Country Code

1. Gernmany D 13, 1Italy I
2. sustria L 14, Japan JPN
3. Belgium B 15, Luxembourg L
4, Canada CDIT 16, Torway N
5 Denmark DK 17, Metherlands NL
6. Spain E 18, Portugal P
T United States Usi 19, United Kingdom UK
8. Finland SF 20, Sweden S
o. France F 21, Switzerland Cl
10. Greece GR 22, Turkey R
11, Ireland IRL 23. Yugoslavia YU
12, Iceland ISL :




