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PREFACE

The following report-is-part -of a broader project on issue& of resource
allocation and government expenditure, launched by Working Party No. 2
of the Economic Policy Committee. The Working Party was originally
formed in 1961 to deal with questions of economic growth and has
published five reports, on this subjpct. The latest one, Expenditure Trends
in OECD Countries. 1960-1980 (July 1972), marked an important stage in
the Working Party's activities since it explicitly raised the issue of the
appropriate allocation If resources to different public and private need's.
It was recalled at the time !hat the growth of production of goods and
services should not be seen as an end in itself, but that greater attention
should be paid to how it can best be used to Improve social and private
wellbeing. Events since the early 1970s have, if anything, reinforced (tie
need for work which concentrates on issues of resource allocation between
different end-uses and analyses the welfare implications of varying expen-
ditureyatterns.

Reflecting the Working Party's new mandate and interest, first Study
in Resource Allocation, Economic Implications of Pollution Cinizol, was
published in Februavy 1974. This contained an analysis of the resource cost
and macro-economic significance of national programmes for expanding
pollution control over the present decade. Since that date the Working
Party has concentrated its attention on longer-run trends in the main items
of government expenditure. The aim of its work in this field is to see what
main factors weie responsible for the rapid expansion of the public sector
in most OECD economies ovey the last 10 to 15 years, to see what
plausible hypotheses can be made about the future and to discuss some of
the issues and options open to economic policy. To this effect, in addition
to the present report on public expenditures on education, the Working
Party has considered, or will consider, expenditures on income maintenance
programmes, health, and, in lesser detail, housing and other infrastructure
investment. The work is carried out using a cross-country comparative
framework in the belief that countries can learn from the successes and
problems of others.

When this series of studic's has been completed, the Wcitking Party will
try to draw some moie general oanclusions on the whole field of public
expenditures, by considering the alternative choices that may have to be
faced and the financing problems that could arise. This work wilt-also be
integrated with the results of the Working Party's continuing analysis of the
overall problems of economic growth and brought together with quantitative
macro-economic projections to 1980/1985 on which work is currently

underway.



INTRODUCTION

This report is largely concerned with that segment of Member coun-
tries' educational systems which is directly or indirectly financed by the
government. The main reasons for the interest in educational expenditure
and for the concern with its very rapid growth in the past derabe and a
half are evident and will only be briefly mentioned here. At a very broad
level, the widespread infkience which education has on a number of
economic and social policy objectives has always stimulated interest in this
area. This interest has been reinforced by the major organisational and
structural changes which educational systems have undergone in the recent
past. From a more economic standpoint, the growth of expenditures in this
fizld has been extremely rapid and has been accompanied by a steady
expansion in the number of new graduates.' Such developments, which were
welcomed in the 1960s, have, more recently, been questioned. It has, for
instance, been suggested that expansion went "too far", or "too fast ". The
wide dispariLes in the distribution of educational participation and achieve-
ment have led to additional criticism that spending on education has only
benefited a small and favoured, segment of ie population. Finally, since
the vast majority of this expansion has been provided by tbe public sector
there has been growing concern over the taxes required to pay for rising
expenditures.

It is clear that not all these aspects can be treated in the context of
this report, especially since sOme of them raise political issues or require
value judgements. In line with the mandate of Working Party No. 2, the
following text will try and limit itself to examinrig education expenditure
in the context of the conflicting claims which arise on national resources.
Hence the study's f6cus is largely macro-economic. It does not aim at
providing a detailed description of countries' eduaational structures,2 nor at
surveying the innumerable issues which have been discussed in the field of
the economics of education. It restricts itself to an outline of past trends
in a few broad categories of expenditure, to a very tentative assessment of

I. It may be interesting to note, however, that as a share of total non-defence
public consumption, expenditure on cducation had already reached a relatively high level
(aboi+e 25 per cent on a%erage) in the early 1950s; since that date its share hal rit.e9,
only moderately.

2. A series of monographs on various countries' systems has been issued by the
OECD's Directorate for Social Affairs, Manpower and Education (Classification of
Educarkinal Systems).



the results of such trends and to a discussion of alternatives for the -future.
In view of the large institutional differences among Member countries, such
a discussion cannot aim at absolute precision. It is readily recognised thatt,
in order to describe the major developments which have characterised the
growth of expenditure in, the OECD area as a whole, a number of sim-
plifyingassumptions had to be used while finer definitional distinctions were
frequently grossed over. Such an approach clearly entails some losses in
accuracy but should provide the macro-economist with a satisfactory picture
of/Woad trends.

'AI!' The paper deals almost exclusively with that part of total expenditure
originating from the riublic sector. This is partly a function uf data avail-
ability. Figures on private educational expenditures are very insufficient
majority of cases. But even if more complete statistical information were
available, government decisions effectively control the bulk of the education

4/4414 system and thus represent the most important area of concern.' It should
be pointed out .that data limitations are not restricted to this aspect but
extend to most of the areas covered in this paper. There are numerous

. statistical difficulties which have to be met in any inter-country analysis of
a field like education. The comparability of the figures is greatly impaired
by the variety of educational sygems, by the less-than-complete co,,erage of
some of the data, by the difThrent forms in which educational expenditure
is financed, etc. Such shortcomings, which are discussed in.greater detail
in the annex to this study, must constantly be borne in mind when looking
at ,e text.

Chapter I surveys the very rapid growth in expenditures through the
1960s and outlines some of the similarities in developments in a numbe
of countries in the area. Chapter 2 tries to assess to what extent increasing
inputs into education were reflected in improved results. Given the diffi-
culties in/defining and estimating the output of a service like education and
the near absence of clear government statements on the objectives sought,
the discussion is.unable to reach any very-firm conclusions. Chapters 3 and
4 look at the future of educational expendittires. Chapter 3 projects the
costs of the formal education system under a set of simplified assumptions
on stydent numbers and ,costs per student. Chapter 4 briefly describes
several new programmes which may require further additions to expen-
ditures aild provides some very rough order of magnitude on their likely
costs. Finally, some of the economic policy issues arising frcvn the 'analysis
are brodched in the ecmcluding chapter which looks, .in particular, at

possible savings and at alternative ways of financing higher education.

I. It is true that the private sector can provide educational services in the absence
of government supply, but the importance o education has led governments in most
countries to regulate its activities.

8



Chapter I

.THE GROWTH IN EDUCATIONAL EXPENDITURE

This chapter discusses the size and the devdoprnent of public educa-
tional expenditure in a number of OECD countries for which data are
available. It lays stress, in particular, on the growth of such expenditures
over the last decade and on the rather different trends experienCed by lower
and higher le%els of education. The statistical difficulties encountered in
trying to provide a consistent and roughly comparable picture for as diverse
a sample of countries as those covered here have already been briefly
mentioned in the Introduction and will not be recapitulated here. But the

---,tentative nature of many of the findings should always be borne in mind
in what follows.

THE GENERAL PICTURE

Before proceeding to a detailed description of the elements tinderlying
the rapid expansion of expenditure in Member countries, it may be
necessary w provide some inerall view of the educational system's impor-
tance. A first such indication is gien by Table I, wl-ich shows the
percentage of the total population attending school or university in the
early 1960s and in the early '1970s, as well as the 1970 proPortion of
teachers in the labour force. The numbers of students are subject to several
statistical reseratiom, (they exclude pre-primary forms of education, which
arc quite important in some instances, their coverage of part-time students
varies across countries etc.), and_so are those on teachers.' Very broadly,
it would, nonetheless, seem that teaching as a profession typically attracts
some 2 per cent of the labour force, while the student population accounts
for some 20iper cent of the total population or about 21 per cent more
than a decade ago.

I. In particular, thc data are weak because frequently there is no distinction
between full-time and part-time teaching; teachers who teach at more than one school
or level ae often counted twice and, in siime countries, teachers include personnel with
mainly non-teaching activities. See OECD, Educational Statistics Yearbook, 1974, Vol. 1,

p. 41.



Tell le I. RELATIVE SIZE OF STUDENT AND TEACHER POPULATIONS
EARLY 1960s AND EARLY 1970s

Percentages

Students'
as per cent of total

population

Teachers2
as per cent

of labour force

Early
1960s

Early
1970s

1970

Australia (1963 64-71 72) 19.93 22.0 3 3.54
Austria - (1963-72) 15.8 19.7 2.3*
Belgium (1963-72) 17.1 19.9 4.6 (5.1)
Canada (19631 64-70 71) 25.43 29.3 3 3.7 (3.9)
Denmark (19 60-72) 15.6 21.9 3.1
Finland (1963-73) 22 . 3 23.5 3 2.4 (2.4)
France (1963-73) 18.6 20.5 2.5
Germany (1963-71) 14.2 3 17.4 3

_.(2.8)
7.44.5

Greece (19 60-70) 15.3 17.1 1.4* ( i .5)*
Ireland (1965-72) 19.3 21.9 2.9* (3.0)*
Italy (1963-72) 14.4 16.3 3.1* (3.5)*
Japan (FY5 1963-71) 24.5 20.2 2.1* (2.3)*
Nethe.lands (1963-0) 20.2 3 21.23 2.5"
Norway (1963-70) 18.3 19.4 2.8
Portugal (1960-71) 12.8 17.2 ! .7* (1.7)*
Spain 7 (1960-70) 12.1 18.2 1.8* (2.0)*
Sweden (1963-70) 16.23 16.8 3 2.1* (2.4)*
Switzerland (19 63-72) 14.9 16.7
Turkey 7 (19 60-70) 12.3 18.4 1.4*
United Kingdom° (FY51963-71) 16.1 3 18.8 3 2.0
United S-tes (1963 64-72/73) 26.5 28.5 3.3

Dispersion9 4.1 3.4 0.8
Average'° 17.3 20.0 2.5
Average EEC° 16.5 19 3 2.8

I. Fun-time and part-time (exCluding children in pre-primary schools).
2. Full time only. Hawes in brackets include pre-primary teachers.
3. Full time equivalents.
4. 1972.
5. Figures induclz all university personnel.
6. Figures for higher education are based on Secretariat estimates.
7. Full time students only.

Eicludes students rn independent schools.
9. Measured by Mandard deviation. .

10. Geometric mean.
Denotes full and part-time.

Sources: OECD. Educational Sualsocs Yearbook and Labour Force Statistics sources quoted in the
SlatigiCili Annex.

These data do not nf course give an indication of the size of the
public education sector, since students attending private schools and univer-
sities are also included, and provide no guide as to the macro-economic
expenditure flows involved in education. The public sector's importance

1 0



in this field, exptessed as a percentage of GDP, is shown in Table 2. It
.should be noted th'it- if actual GDP figures are used as denominators for
the overall share tits results would not be free from cyclical variations.
If is assumed. that education expenditure is not affected by such fluctua-
tions' the expenditure/GDP ratio at a point of time (and, even more, its
trends through_ time) will be distorted by cyclical movements. Over the
period here surveyed, cyclical fluctuations have been relatively small so that
the use of actual GDP figures would' create no major distortions. But thc
introduction of Cyclically smoothed omtput data is more appropriate. Givei
the. difficulties in determining the exact level of " potential output,
"Average" output will be used in what follows to calculate the share4,,b4:
educational expenditure in GDP.'

A number of caveats must be borne in mind when looking at this
table. Firstly, the educatiorVxpenditure figures are on a budgetary rather
than on a national accounts1basis and therefore not strictly comparable to
GDP in conceptual terms? Secondly, in some instanees the data cover only
expenditures incurred by education minisnes, while in others they may
also include education financed by other admihistrations (e.g. the costs of
military academies borne by defence budgets, <if pre-primary education
incurred by welfare departments, of agricultural schools supported by agri-
cultural ministries etc.). Thirdly, the dividing line between the private and
the public sectors is often unclear. Thus, in several countries (e.g. Belgium,
the Netherlands or the United. Kingdom), there is a large private tducation.
system at the primary or secondary level which is wholly or partly sub-
sidised by the State. At higher levels of education some private university

stems also receive extensive government support. In addition, in a number
of countries, large sums are paid in the form of maintenance fees which are
not direct costs for providing a service but an indirect support to house-
holds or individuals. The genecal rule followed in this report has been to
incliide under the public expenditure heading, all the costs incurred by -

private institutions when these are entirely or very largely supported
by the State. Otherwise, private education his not been incorporated, but
an effort has been made to show, whenever data are available, the size
of this sector, at least for those countries in which it looms large. Grants
and scholarships have been included, whenever data were available.

As they stand, the figures show that public expenditure on education
represents, on average, roughly 4: per cent of Member countries' GDP,
against a 3 per cent sh.are ten years earlier. It should be noted that this
is not the total resource cost of education. Quite apart from the private

1. An assumption which would seem broadly jiLified. at least for current expen-
diture.

2. The figures for "average" output are obtained by applying actual GDP deflators
to the "average GDP" data in voltime terms as calculated in "The Measurement of
Domestic Cyclical Fluctuations". OECD Economic Outlook-Occasional Studies, July 1973.

3. Some countries provide data en a national accounts basis but this information
is not broken down by levels of education and wldom supplies figures on capital costs:
hence it could not be uscd :or the present pu-pose.

11



12 Public expenditure on educatio4

Table 2. PU BLIC EXPENDITUR E ON. EDUCATION (EE)
. EARLY 1960s AN1, EARLY 1970s

In per cent of trend- GDP at current prices

.

'

Early
196k)s

Early
lc70s

-

Implied elasticity of:

:Total EE
j With
respect to
GDP at
current
prices

Per capita
EE with

respect to

m
ap

e
i

(

t
a

,

,
constant
prices)

Australia_ (1963 64-71 72). .. 3.0 4.5 1.50 1.23

Austria (1963-72) .... 3.1 5.2 1.69 1.28

Belgium (1963-72) . .. 4.2 5.4 1.28 1.08

Canada (1963 64-70 71) .... 4.6 7.41 1.68 1..43

Denmark (1960-70) .... 4.0 7.0 1.73 1.32

,Finland . (1963-70) .... 6.2 6.3 1.02 . 0.86

France' (1963-73) .... 2.5 3.1 1.23 1":09

Germany (l963-71) .... 3.() 4.2 1.40 1.13

Greece (1960-70) ... 1.7 1.3 1.34 0.99

Ireland (19(0-70) .... 3.0 4.9 1.57 1.33

Italy (1963-72) .... 3.1 4.0 1.31 1.09

Japan (FYs19(3-71) 3.8 3.6 0.99 0.75

Netherlands (1960-70) . . 4.8 7.6 1.58 1.06

Norway (1963-70) .... 5.1 6.0 1.17 1.13

Portugal (1960-70) .... 1.9 1.9 1.08 1.0E

Span (1960-70) 1.2 2.4 1.97 1.39

S..verl.ert (IQA7 -70) 5.0 7.1 1.41 1.25

Switzerland (1963-72) 3.3 4.9 1.46 . 1.32

Turkey (1960-(8) 1.3 3.5 1.50 1.41

United Kingdom (FYs1963-71) .... 4.8 5.6 1.27 1.20

United States (1963 64-72 73) .... 4.5 6.0 1.30 1.14

Dispersion2 1.3 1.7 0.24 0.17

Average 3 3.3 4.6 1.38 1.16

Average FEC3 3.7 5.1 1.39 1.14

I. Ministry of Lducation expenditures unls: in 1471 twal pub ic expenditure is estimated at 4.5 per cent of

GDP.
Measured by standard destation

3. Geometric mean.
Sourcel: OLCD. Frlierwional 1 Yearbook and sources quoted in the Statistical Annex. (=
sector's share in total output, there are considerable indirect costs in the
torm of toregone earnings. These will nut be explicitly considered here
since they do not seem to be very relevant to a study of past public ex-
penditure trends. They need, however, to be borne in mind in any
projection o future educational costs

1. The importance of these indirect costs is indicated by thc fact that appfoximately
onc third of students in full-time education ill Member countries are of working agc. Fo
some countries very tentative estimates of the foregone earnfligs of university students arc
bigger than actual higher education budgets. .

12



The growth in educational expenditure 13

Fairly remarkable differences exist between countries in the GDP
shares of public education. In recent years, these varied between lows of
only to 2 to 2/ per cent in several of the Southern European countries and
highs of 7 to 8 per cent in a number of Nlorthern European countries and
in Canada. In the latter country, educational expenditure, at close to 8 per
cent of GDP, 'represented as much as one fifth of total government expen-
diture (including ansfers and investment). To some extent, of course, these
differences reflect -tk,yaryin weights of the private and public sectors. In
Portugal and Spain,ji4 nce, two countries in which the liovernment
devot-ed less than 2/ per cen of GDP to education in 1970, private educa-
tion remains important. For Spain, some expenditure data put the private
sector's share in output at almost one per cent and the enrolment figures
show that 30 per cent of students attended private institutions. Elsewhere,

the private sector is unlikely to account for similarly large shares but,
among the few other countries lor which data are forthcoming, its weight
is not insignificant in, for instance, France and Finland (15 per cent of the
student population), the Lnited States (12 per cent) and, especially, Japan\
(20 per cent), where some three-fourths of university students attend private
institutions. The available evidence on the expenditure side is summarised

in Table 3,, which provides national accounts data on consumption flows
only. In the sample of cOuntries covered, the public sector accounts for

sorr 90 per cent of the expenditure flows with Greece and North America
at the low end of the spectrum while Belgium, the Netherlands and Sweden
are Close to 100 per cent ratios.

Through time, public expenditure on education in current prices has

risen a good deal more rapidly than GDP. The implicit "expenditure"
elasticity of this item in the area as a whole is of the order of 1.4, higher
than that of most other major categories of public expenditure.' A large
number of countries is clustered around this average, with perhaps a
tendency for countries in which output grew most rapidly (Japan, Greece,
Portugal, or Italy) to record relatively smaller elasticities. This could reflect
the lower relative priority given to this field at somewhat earlier stages
of development. Evidence supporting this supposition is provided by the
presence of an, admittedly weak, relationship linking per capita income and
education expenditure shares in GDP. Alternatively, it could be argued that
the capacity such countries had to accommodate rising demands in this
field implied that the share.of resources devoted to education did not have
to increase. But support for this hypothesis is less easily forthcoming and
the example of Spain or, inversely, that of the United Kingdom, provide
striking exceptions. Despite a
recorded an elasticity of 2 t

probably influenced this develo
in the area), and, possibly, so
education. Otherwise, however, there

cent annual output growth, Spain
t in the sample. Two main factors

a very low starting point (the lowest
itch Jrom private to public forms of
would seem to be little evidence over

1. The per capita income elasticity (at constant prices) is of the order of 1.15. a
result which is not very different from the onc obtained with the cross-section data in

9 U.S. dollars for the early 1960s and 1970s shown in the Chart.

13



14 Public expenditure on education

this decade for !` catching up '', i.e. for a tendency for countries with
relatively low shares at the outset to increase their shares faster than the
average, and vice %ersa.

Table 3. SHARE OF PUBLIC SECTOR
IN TOTL CURRENT ENPENDITURE ON EDUCATION

Percentages

Early 1960s' Early 1970s'

Australia -81.5 86.5

Belgium 96.2 97.9

Canada 81.5 80.5

Finland 82.4 83.0

Greece
5, , 65.4

Italy 93.3 95.3

Japan 86,8 83.4

Netherlands 98.5

Norway 94.4 94.5

Sweden 99.9 99.9

United Kingdom2 (76.3) (75.0)

United States 78.1 81.7

I For enact years. we liable 2
2 rhe figures are derived from national accotints wnich treat certam educational instit.tions (universities,

directgrant schools and colleges) not wholly publicly funded as being within the private sector even
though most of their income originates in the public sector. rhis departure from the general rule
means that the figures shown are lower than they would ha,e been on a 5ft-tett,- comparable basis:
inshtulsons wholly or mainly publicly funded are estimated to account for YO-95 per cent of all United
kingdom educational eitetenditure

EXPENDITURES IN SELECTED COUNTRIES

The pre%ious section has given a %ery brief o\er%icw of the size of

expenditure in the area as ,a whole. Any more detailed analysis of the
elements underlying inter-country differences in the proportion of output
do.oted to education requires a breakdown of this total expenditure for
various educational levds. Unfortunately, consistent figures on expenditures

for the different forms of education are not often available. Hence, the
remainder of this report will deal with a smaller number of countries for
which more complete data were assembled.

The statistical analysis will follow .a method also used in the study
on income maintenance programmes.' The approach is based on an identity
in which the share of public expenditure on education in GDP is equal to
the product of the following four 1.ariables:2

I. See OECD. Public Expenditure On Income Alaintenance Programmes: 1976.

2. Symbolically, if LE. = public education expenditures, GDP = gross domestic

product, B = number of students, I = the size of the relevant population and N = total
population, then EE GDP = (EE B) x (B I) x (1 N) x (N (DP).

1 4



The growth in educational expenditure 15

PUBLIC EXPENDITURE ON EDUCAT 7)N PER CAPITA AND GDP PER CAPITA

Early 1960s and early 1970,, at 1970 prwes ;104 Scalel

1000 1500 2000 3000 4000 5000 6000

15

8000



16 Public expenditure on education

1) Costs per student ;

ii) Thc number of students as a proportion of the relevant age group
(for instance age 6 to 23,;

iii) The rekvant age group as a per cent of the total population;

iv) The reciprocal of GDP per head.

13y multiplying items (i) and (iv) the cost per !..tudent can be expressed

in relation to GDP per head. Hence the share cf educational expenditure

in output can be subdivided into three ratios, called for sho' t the

"demogrP.p.tic ratio ", the "enrolment ratio and the " cost ratio".

The cost ratio" defined in the previous paragraph is statistically

similar to the "transfer ratio used in the report on income maintenance
expenditure. Its economic implications are, however, somewhat different.

Linking pension or unemployment benefits to GDP per capita has some

immediate significance. It provides a way of assessing (subject to some
important qualifications), the relative "generosity of a transfer programme

in terms o an average income concept. The same is not necessarily true
for costs per student.. The educational planner is probably more interested
in knowing how high educational expenditure is at a moment of time in
absolute terms, and how fast it has expanded in terms of percentage
changes. But for the macro-economist interested in problems of overall
resource allocation, a ratio which shows the cost of educating one student
in terms of per capita output, may be an equally meaningful concept. It
allows a number of comparisons across countries and through time and can
show, for instance, whether am; how such ratios evolve as countries get
richer. Such an approach may, in addition, facilitate projections into the

future, since it avoids the need to forecast absolute levels of GDP or
expected rates of inflation.

It should, of course, be emphasized that the- subdivision used here is

merely a statistical description and that, therefore, the international

parallels or differences which will be presented will inevitably be somewhat
superficial. Moreover, value judgements should also be refrained from in
view of the weakness of the underlying data. Inen for the restricted sample
of countries here covered, substantial statistical problems remain, notably

in the emerage- of part-time students and of private education facilities.
I3oth of these have been excluded, but it is not certain that absolute inter-
country consistency has been achieved. Despite such difficulties, it should be

possible to gain a very rough impression of the relative importance of
various factors, some of which might be considired as outside the control
of governments (such as demographic structurel, and some of which could

be considered discretionary (such as enrolment ratios or costs per student).

Bearing these various reservations in mind, aggregate data for 15 coun-

ti.ies covering current public educational expenditures are presented in

Table 4, following thc approach described above.' Inevitably, the figures

I. These figures differ from those shown in Table 2 because they exclude capital

costs (which can vary quite erratically from onc year to the next).
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Table 4. PUBLIC CURRENT E%RENDITURE, EARLY 1974
ALL EDUCATI VELS

17

Per cent
share in

GDP

on ributing factorsC:
Demo-
graphic

ratio1

Enrol-
ment
ratio

Cost
ratio

Australif (1971 .t2) 3.77 ''N.t.g12 0.6012 0.201

Austria (1972) 4.03 0.270 0.729 0.205

Belgium (1972'. 4.90 0.25". 0.789 0.246

Canada (1970 71) 6.46 0.358 0.818 0.221
(7.23) (0.247)

Finland (1973) 5.57 0.310 0.760 0.237

France (1973) 3.23 .160 0.78) 0.157

Germany (1971) 3.02 0.2. 0.744 0.174

Italy (1972) 3.953 0.260 0.629 0.2433

Japan (FY 1971) ., 2.56 0.259 0.643 0.154
(3.04) (0.780) (0.150)

Netherlands (1970) 5.44 0.300 0.707 0.256

Norway (1970) 4.90 0.251 0.770 0.253

Sweden (197(1) 5.90 0.222 0.756 0.352

Switzerland (1972) 3.56 0.260 0.643 0.213

United Kingdom (FY 1971) 4.44 0.259 0.726 0.236

United States (1972 73) 5.26 0.318 0.764 0.216
((.44) (0.864) (0.234)

Dispcision 4 1.10 0.035 0.063 0.046

Average 5 ,, . 4.33 0.273 0.721 0.220
(4.36) (0.737) () 222)

I. For the coverage or the demographic ratio see notes to I ables s and

2. 0.743 (or Australia if the prove sector is included.
3. Includes capital costs.
4. Measured by standard deviation
s lieometrec mean

N. the first zolumn equals the product of the nem three columns multiplied his KM l-igures in brackets
for Canada. Japan. and the Cnited State, cioer total (public and proatel current educational
evpendoures.

are approximate, intlivinced as they are by the proportion of students at
various levels of education, the length of compulsory schooling or of degree

courses, etc.. Thus, the demographic ratios cannot be directly compared
since t!tcy coier different segments of the young population, depending on
the length of primary and secondary education. The comparability of en-
rolment ratios is also subject to a number of reservations, but very roughly
such ratios seem to be around 70 to 75 per cent of the student age popu-
lation, with relatively little inter-couhtry variation, especially when account
k taken of the private sector. North America is somewhat exceptional, with
a well above-average proportion of the young attending schools and uni-
versities. The somewhat lower European ratios may reflect the tendency to
be more selective in the choice of education after compulsory schooling has
finished, with a greater emphasis on non-school forms of learning. More
broadly, enrolment ratios may also be linked to incomes per capita and
some evidenze for a positke relationship is forthcoming from the figures.

i 7
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More striking variations arc to be found, of course, in the relative
levels of costs per student. As already pointed out before, care must be
taken in interpreting the data. Any statistical error in earlier columns is
reflected in the " cost ratio" which is obtained as a residual. And, even if
the " cost ratios" were free from measurement errors, they would still
reflect a number of social and historical factors which cannot be compared
internationally. The figures go from highs of roughly one third of GDP per
capita in Sweden to lows of barely 15 per cent in France and Japan. Not
too much stress should be laid on such differences. More interesting is
perhaps the finding for the average of the relatively rich Member countries
here considered. For this sample, the education of a student seemed to
involve, in the early 1970s, a cost not far from ; of a per cent of per
capita output with little dispersion around the mean.

The overall aggregates discussed so far arc, however, very heterogeneous
since they cover forms of education in which both enrolment and cost per
student ratios can differ greatly. Hence the following will look at expen-
ditures at a more disaggregated level, considering primary and secondary
forms of education first and higher education later. The GDP shares which
will be discussed will not necessarily add up to the totals shown in Table 4
because of the presence in some instances of miscellaneous items of
spending Which tmnnot be allocated to various levels. This is not a factor
of major importance, however, and in most cases the discussion will cover
the bulk of expenditures.

i) Primary and Secondary Education

The cost of primary and secondary' public education represents over
3 per cent of GDP in the sample of countries here covered; is as high as
5 per cent in Cannda arid COMes down to 2 or 2; per cent in France,
Germany and Japan. Demographic ratios vary widely. To some extent this
reflects the different lengths of schooling,' but there arc also significant
N ariations in purely demographic factors. Thus, if the North American
countries had the same demographic ratio as Germany, they would, ceteris
paribus. devote 1 to I; per cent less .of CiDP to expenditure in this field.
This is an extreme example, but even within the European context, both
Finland and the Netherlands would spend per cent of GDP less if the
size of their young population was similar to that of Germany. Enrolment
ratios, on the other hand, are relatively uniform across countries and go
from 90 to 95 per cent of the relevant population (including private:schools),

with only Italy and Switzerland lagging behind largely on account of a
somewhat shorter compulsory school period.

Perhaps the most striking finding is the relative uniformity of the cost
ratios. Despite the wide variety of educational systems and approaches here
covered, the varying weights of the public and private sectors, the differing

I. }hese hase bcen allossed for in Table 5 by changing the size of the relesant
age groups.
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treatment of administrative expenditures, etc., a fairly large number of
countries are clustered around a cost per student ratio of roughly 20 per
cent of GDP per head. There are, of course, 'gaps between, for instance,
the Scandinavian countries (whose high figures may, in part, reflect lower
population densities in large parts of the country), and Australia, France,
Germany or Japan. But, on the whole, these disparities would seem
surprisingly small. Such a finding would tend to support the view that the
level of educational expenditure per pupil is nor necessarily an absolute but
rather a relative concept which evolves in line with general economic de-
velopments. This conclusion is, however, baset; on a rather restricted sample
of both countries and per capita incomes and does not take into account
the possibility that some absolute limit to unit expenditures could eventually

Table 5. PUBLIC CURRENT EXPENDITURE, EARLY 19700
PRIMARY AND SECONDARY EDUCATION

Australia
Austria
Belgium
Canada

Finland
France
Germany
Italy
Japan

.Netherlands
Norway
Sweden
Switzerland
United Kingdom
United States

Dispersio1)%
Averager

Per cent
share in
"trend"

GDP

Contributing factors:

Demo-
graphic

ratio2

Enrol-
ment
ratio

Cost
ratio

2.62
3.27
4.20
5.03
(5.29)
4.81
2.79
2.17

. 3.004
2.22

(2.45)
3.84
3.85
4.22 .

2.69
2.86
3.80

(4.19)

0.243
0.199
0.192
0.288

0.218 ,
0.195
0.180
0.202
0.185

0.231
0.190
0.160
0.199
0.202
0.245

0.709 3
0.939
0.969
0.931

1.017
0.960
0.914
0.753
0.879

(1.000)
0.851
0.952
0.949
0.802
0.886
0.886

(0 .981)

0.87
3.31

(3.37)

0.031
0.206

0.082
0.889

(0.903)

0.152
0.
0.226
0.187
(0.197)
0.217
0.149
0.132
0.1984
0.137
(0.132)
0.195
0.213
0.277
0.168
0.160
0.175

(0.174)

0.037
0.181

(0.181)

I. For the precise year covered for each country. See Tab! 4.
2. The population covered differs slightly across countries. depending on the initial age of compulsory

education and on the length of the secondary school system. Thus in one case th..: demog:aphic ratio
may cover all children aged 5 to 17 and in another those aged 7 to IS For details see Annex. ,

3. 0.904 for Australia if the private Sector is included.
4. Includes capital costs.
5. Measured by standard deviation.
6. Geometric mean.

Note: The first column equals the product of the next three columns multiplied by 100. Figures in brackets
for Canada. Japan and ,pe United States cover total (public and prisate) current educational ex
penditures.
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be reached in very rich societies (or that some absolute minima exist in
very poor ones).

ii) Higher Education

The picture for higher education is very different and little uniformity
can be found among countries. The overall share of output devoted to this
field is dose to one per cent but the dispersion around the mean is much
larger with ratios to GDP varying from 1; per cent in North America and
the Netherlands to less than t; per cent in France and Italy. Demographic
variations are not very important in explaining such differences, but enrol-
ment ratios show wide dispaiities. Such ratios are not strictly comparable
between countries, partly because the length of degree courses varies' and

partly because of purely statistical quirks like double ,:ounting of students
enrolled in more than one institution. As they stand, the figures go from
peaks of 40 per cent in North America to lows of 10 to 15 per cent in
Austria and Switzerland. The differences in higher education budgets as a

share of GDP between these two sets of countries are more than accounted

for by such disparities.' Not surprisingly, variations in cost ratios are also
large.2 The greatest differences are within the European Community. On
the one hand are the high cost British and German systems (but also
Swiss), in which student numbers are low, and teacher/student ratios high.

On the other hand arz the French and Italian systems in Winch there is no
limitation to the number of entrants who hold a secondary school leaving
certificate, and Whose teaching methods are less labour-intensive.

The different eMphasiS which countries place on higher relative to
lower .levels of education may be ,vorth noting. Taking countries with
roughly similar lengths of degree courses, Australia and the United States
devote over 25 per cent of total current expenditure to higher education.

At the other end of the spectrum are Finland and Italy, with figureS of
roughly 10 per cent. In terms of costs per student, the Scandinavian coun-

tries have tended to direct attention to lower levels of education relative

to the other countries in the sample, while in Britain, Switzerland and
possibly Germany (where the " cost ratio ", figures are lessreliable), the
opposite seems to have been the case.

THE GROWTH OF CURRENT EXPENDITURES

In the previous section emphasis has been placed upon the relation ,

between the size of education hudgets and gross domestic product. While
this gil -s a better chance to place the expenditure patterns and the different
elemEnts of cost in perspective across countries, it gives no indication as to

I. Unlike for primary and secondary education, Table 6 presents roughly com-

parable figures for demographic factors (i.c. a four ycar age span). Hence, if degree
courses stretch normally over, say, fi.,e years, the enrolment ratios here calculated Will ,be

artificially swollen.
2. To some extent inter-country disparities may reflect differences in the coverage

of research expenditure.

L 2 0
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Table 6. PUBLIC CURRENT-EXPENDITURE, EARLY 19700
HIGHER EDUCATION

Per cent
slvire in

"trend"
GDP

Australia 0.94
At:stria 0.58
Belgium 0.70
Canada 1.44

(1.95)
Finland 0.64
France 0.44
Germany 0.85
Italy 0.483
Japan 0.34

(0.59)
Netherlands 1.43
Norway 0.69
Sweden 1.13

Switzerland 0.87
United Kingdom _ 0.98
United States 1.46

(2.25)

0.35
Average 3 0.79

(0.86)

Contributing factots :

Demo-
graphic

ratio 2

Enrol-
ment
ratio

Cost
ratio

0.069
0.071
0.060
0.170

0.092
0.065
0.054
0.058
0.074

0.069
0.062
0.061
0.060
0.057
0.073

0.224
0.141
0.217
0.351

0153
0.272
0.169
0.198
0.055

(0.230)
0.??6

0.251
0.120
0.161

\ 0.355
(0.471)

0.608
0.578
13.538
0.629

(0.797)
0.454
0.249
0.940
0.4173
0.824

(0.346)
0.916
0.524
0.737
1.197
1.071
0.562
(0.653)

0.009
0.066

0.078
0.190

(0.213)

0.252
0.635
(0.615)

I. For the precise year covered for each country, see lable 4.
The demographic ratio applies to the population in a four-year age-span going from the last year of
secondary education (e.g. if the latter stops at age 18, the group covered here will be the pordation
aged 19-22). For details see Anne..

. Includes capital costs.
. Measured by standard deviation.

. Geometric mean
lot,: rhe first column equals the product of the next three columns multiplied by 100. Figures in brackets

for Canada,. Japan, and the United States cover total (publk bind priva(e) curret t educatio.tal ex-
penditdres.

the reasons for the growth of education expenditure over time. Tables 7
and 8 proNide a breakdown of the main contributing factors to the great
expansion recorded in the 1960s.1 This analysis will follow the approach
already used so far (i.e. consider the contributions made by demographic
factors, changing enrolment ratios and increasing costs pei- student), but
will in addition divide this last factor into its price and " real" com-
ponents.2

In assessing the impact of changing prices on educational expenditures,
it is important to choose an appropriate deflator. As is well known, public

I. Difficulties in obtaining data restrict thc period of observation from 1963 (the
first year for which consistent figures could be assembled) to the early 1970s.

2. The Annex provides a set of figures which subdivides the increase in expenditure
in terms of'annual percentage changes rather than changes in GDP shares.

2 1
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expenditure is measured by the Cost of inputs which makes it impossible
to measure productivity increases.' This, ir turn, iueans that the price
.,ndex for the government sector tends to rise faster than that for the
private sector, as civii servants wages must more or less keep pace, in the
longer run, with those in the rest of the economy if the size and quality
of the public sector labour force is to.be maintained.

Education deflators art not &ways available and in a number of cases
the public consumption deflator had to be used as a proxy. A priori, it
would be anticipated that the use of the public consumption deflator would
underestimate the rise in prices in the education secior because education
tends to bc more labour intensive than other forms of government expen-
diture. However, this does not always appear to be the case. In 2 of the
6 countries for which "education deflators", or some assessment of the rise
in teachers salaries, could be made, the education deflator grew more
slowly than that for total public expenditure and in three more it rose at
roughly similar speed. Only in the- Netherlands wab the increase more
rapid. Since, in any case, these various differences were not very large,2 it
was felt that the public consumption deflator could be taken as a reasonable
proxy for the rise in ,the price of educational services in those countries
where the sector& deflator was not available.3

Demographic Trends and Enrolm'ent Ratios

The growth of student numbers was impressive over thc last decade
and so was that of enrolment ratios. Some figures for a wider sample of
countries are shown in Table 9. As can be seen, developments differed
depending on education& levels. An important feature of demographic
patterns since 1945 was the early post-war increase in birth rates. The
ensuing population " bulge" initially put pressure on educational .facilities
at the compulsory levels which expal.ded considerably during the 1950s.
By the end of the 1950s and early 1960s this group of students began to
move into the upper secondary schook and then into post-secondary insti-
tutions. The major impact in non-compulsory secondary education was fdt
at the turn of the 1950s, and in post-secondary education in the mid-
1960s. In the area as a whole, therefore, the number of school children
rose only by some 2 per cent per annum over the past decade. For the
15 countries considered in greater detail in Table 7, demogiaphic trends
during thc 1960s have tended to be negative after the peak of the popu-
latio bulge had been passed. Since enrolment ratios rose, on average,
by less than 10 per cent, the share of output devoted to primary and
secondary education rose only little on account of the increasing number
of pupils.

I. Belgium and Germany makc sonic allowance for rising productivity but these are
necessarily arbitrary.

2. For detail see the Annex.
3. With the possible exception of Canada for which there arc indications that the

rise in teachers' salaries was considerably above that of other publir servants.

2 2
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Table 7. CHANGES IN PUBLIC EXPENDITURE - 1963 TO EARLY 1970s'
PRIMARY AND SECONDARY EDUCATION

Ratio of end-year to initial year2

Per cent
share in

"trend"
GDP

Due to :

Demo-
graphic
changes

Enrol-
ment

changes

Cost
changes

Of which:

Relative
p rices

Real
relative
inputs

Australia 1.522 0.988 1.109 1.388 1.219 1.139

Auttria 1.505 1.081 1.120 1.243 1.278 0.973

Belgium 1.212 1.035 1.070 1.095 1.124 0.974
Canada 1.743 1.042 1.082 1.546 1.208 1.280

Finland 1.360. 0.874 1.169 ,I.037 1.143 0.907
France 3 1.202 0.950 1.089. 1.161 1.101 1.055

Germany 1.500 1.132 1.072 1.233 1.243 0.992
Italy .., 1.0224 0.991 1.088 0.9494 1.182 0.8034
Japan 0.885 0.764 1 029 1.125 1.325 0.849

Netherlands 1.521 0.916 1.123 1.479 1.464 1.010

Norway 1.205 0.930 1.108 1.168 1.040 1.123

Sweden 1.344 0.846 1.174 . 1.351 1.192 1.133

Switzerland 1.206 1.003 1.096 1.093 1.086 1.012

United Kingdom 4 .157 1.037 1.109 1.007 1.080 0,932
United States 1.284 0.965 1.059 1.256 1.132 1.110

Dispersion 5 0.222 0.092 0.037 0.167 0.106 0.120
Average 1.272 0.966 1.099 1.198 1.183 1.012

Contribution to
total change (%) 14.5 39.3 75.2 70.2 6.2

I. For the precise year cove ed for each country in the early (970s. see Table 4.
2. The change user the pe kid has been put on to a common 8-year h.asis so as to facilitate cross-country com-

parisons.
3. Ministry of Lducation expenditures only.
A. Includes capital costs..
5. Measured by standard deviation.
6. Geometric mean.

Note : The first column equals the product of the nest three columns.

The opposite was the case for higher education. In addition to the
demographic changes already mentioned, there was a dramatic increase in
enrolment for practically all the countries shown in Table 8 as well as for
most other Member countries. On average, the annual growth rate of
university and other higher Inel students was of the order of 81 per cent
per annum in the 1960s with peaks of 10 to 11 per cent in Belgium,
Canada, France and Sweden. Several underlying factors may have con-

,

tributed to this rise. Apart from a change in social aspirations, the most
important one -would appear to have been the rapid rise in incomes ov,:..r
the post-war period. On the demand side, this allowed parents to forego
the earnings of their 'children for longer periods and to support them
financially by paying tuition fees and maintenance allowances. On the
supply side, higher tax revenues pro% ided governments with the resources

2 3
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to increase the number of student places, while student support was in-
creased in an effort to improve access. In a number of countries a further
fator may have been changes in the educational system itself which made
it more attractive to students who found it easier to complete their training.
More flexible education structures at the secondary level facilitated switching
between the vocational/technical streams (directed towards. the labour
market) and the general/academic streams (directed towards further educa-
tion) and helped to prevent students reaching a "dead end" in their
educational career. In addition, short cycle non-university courses were
introduced, which accepted students without the school leaving requirements
of universities, and universities themselves adopted a more generous attitude
in providing places for students with vocational/technical school leaving
certificates. Finally, economic factors like wage differentials between holders
of higher degrees and less qualified workers may have made a further
contribution. In Europe, such differentials existed already prior to the
recent very i.apid expansion, but in Nortft America part of the sharp
increase in enrolment rates in the late 1950s'and early 1960s and the sub-
sequent slow .growth are attributable to youths responding to the relative
rise in the wage differential in the 1950s and early 1960s and the relative
decline in the late 1960s.

ii) Price Changes and Real Inputs per Student

Total costs per student rose rapidly oer this period, but related to
per capita GDP their increase is not striking. At the primary and secondary
level, there was an increase of some 20 .pt.- cent but at higher education

relative cost ratios fell by 5 per cent [here is little evidence for an
inverse relationship between unit costs and enrolment ratios for the school-
age population, but there is some such relationship at university level. Thus
countries in which higher education expanded most rapidly (Australia,
France, Italy or Norway) witnessed above acrage falls in their total inputs
pei. student. Comersely,"the Netherlands .and Austria in which enrolment
ratios rose more moderately, witnessed stable or rising cost ratios. This
would suggest the existence of a " trade-off " between the universality of
higher education and its "quality".

The most important element in these changes in inputs per student has
been the behaviour of prices. The contribution made by price changes is
shown in the fifth column of Tables 7 and tit and is expressed in terms of
the rise in the public consumption (or education deflator), relative to the
evolution of the GDP deflator.' The figures differ quite widely across
countries with Norway at one extreme showing hardly any relative price
increase and Austria, Japan and the Netherlands, on the other hand,
recording relative increases oer the period a.; a whole of the order of

1. The figures are the same for both levels of education since separate deflators
were not available.

'. 1.e. the 1.22 figure shosn for Australia shows that. over the period, prices in
the education sector rose 22 per cent more rapidly than in the economy as a whole.

2
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Table 8. CHANGES IN PUBLIC EXPENDITURE - 1963 10 EARLY 1970s'
HIGHER EDUCATION

Ratio of end-year to initial yea";

Per cent
share in

" trend"
GDP

Due to :

Demo-
graphic
changes

Enrol-
ment

changes

Cost
changes

Of which ;

Relative
prices

Real
relative
inputs

Australia L759 1.113 2.105 0.751 1.219 0.616
Austria 1.824 1.105 1.265 1.305 1.278 1.025

Belgium 1.952 1.180 1.794 0.921 1.124 0.8)9
Canada 3.975 1.316 1.617 1.868 1.207 1.547

Finland 1.725 1.459 1.273 0.928 1.143 0.812
France3 1.482 1.220 1.843 0.659 1.101 0.599
Germany 1.239 0.978 1.510 0 .839 L243 0.675
Italy 1.9044 1.028 2.132 0.8684 1.182 0.734 4

Japan 0.817 0.960 1.476 0.576 1.325 0.435
Netherlands 2.238 1.263 1.289 1.373 1.464 0.938
Norway 1.664 1.016 2.093 0.783 1.040 -0.753
Sweden 1.787 1.082 1.711 0.966 1.192 0.810
Switzerland 1.862 0.923 1.603 1.258 1.086 1.158
United Kingdom 1.758 1.032 1.757 0.969 1.080 0.897
United States 1.706 1.201 1.599 0.886 1.132 0.783

Dispersion 5 0.651 1h143 0.280 0.119 0.106 0.255
Average 5 1.754 1.116 1.648 0.953 1.183 0.806
Contribution to
total change (%) 20.1 88.4 -8.6 30.5 -39.1

For the precise year cosered for each country in the ea ly Wth, see fatile 4.

2. The change over the period has been put on to a common S-yeir basis so as to facilitate crotis-country com-
parisons.

3. Ministry of Lducation expenditures only.
4, InclUdes capital costs.
5. Measured, by standard deviation.
6. Geometric mean

Note The first column equak the product of the next three columns.

30 to 40 per cern. The development of teachers' salaries relative to other
wages and salaries is one reason for these disparities. Another one mayobe
linked to the different conventions countries follow in compiling their
national accounts statistics.' -

The last columns in the two tables show the change in "relative real
inputs per student mer the period. These figures represent residuals after
the giowth of prices and enrolments have been taken into account. To the

I. Conventions for deflating inputs vary widely across countries. Four different
methods were applied in thc 1960s to measure real output " in the education sector
in eleven OECD countries; see T.P. Hill. The Measurement of Real Product, OECD
1971, pp. 50-1.
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Table 9. GROWTH RATES IN FULL-TIME STUDENT-ENROLMENT
1960 to 19701

Average annual percentage changes

Primary and
econdary

education
Higher education

Australia (1961-72) 2.4 9.52

Austria 3.2 4.8
Belgium (1960-69) 2.9 10.;
Canada 11.3

Denmark (1965-82) 0.5 8.1
Finland3 (1960-73) 0.1 , 6.8
France- 1.5 11.2

Germany s.) (1960-71) 3.1 8.0
Ireland (1965-72) 2.6 4.7
Italy 2.9 9.6
Japan -1.6 9.0
Netherlands (1960-71) 1.3 7.2
Norway (1960-71) 1.1 8.2
Portugal (1960-71) 2.6 8.1
Spain 5.1 9.4
Sweden 0.74 10.02
Switzerland (1961-69) 1.6'. 7.1

Turkey 6.(3 9.6
United Kingdom (1965-70) 2.3 8.4
United States (1960-71) 1.9 7.5

Dispersions 1.7 1.8

Average° 1 1

Average EEC.' 8.5

1 Unless otherwise stated
1960 to 1972, university students only

3 Include !. part-time students.
1960 to 1973.

5. Measured by standard desiation
6 Arithmetic mean
Source.. ()LCD. Educali"nal learbooA. 1474. Vol 11.

extent that any- of these elements arc in error, they will bias the figure,
for " real " growth as well. As they stand, results show that "real " inputs
remained virtually stable in primary and secondary education, bilt. fell
quite sharply almost everywhere at higher levels. It must, of course, be,
remembered that these figures'are relative to GDP per capita. For resource
allocation purposes such results arc probably the relevant ones. But, in
terms of the quality of educational output, it may be more appropriate to
look at changes in the absolute figures. These.suggest some improvement at
school levels peal inputs per pupil rose by some 41 percent per annum
between 19 63 and the early 1970s), but very little for higher education.1

1. For further detail, see Annex.
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These figures need, however, smite further qualification since they may
reflect not only improvements in quality but also shifts in enrolment
towards more expensive forms of education (e.g. upper secondary or post-
graduate). The bulk of any real improvement which has taken place, is
likely to have come from the increase in teaching and support staff. The
extent of this increase is difficult to assess. Some'indication is given by
looking at teacher/pupil ratios although such statistics are considered poor
indicators of the level of teaching resources. The aktilable data indicate
that the number of teachers per student in primary and secondary edUca,..,_
tion increased over the period and that pupil-teacher ratios fell by perhaps

rek 5 per cent. In higber education the trends are qdite different, and pupil-
teacher ratios have declined only slowly, or have risen in some cases. Such
developments have been roott marked in those countries where enrolments
have _risen most rapidly and provide further evidence of some inverse
relationship be'tween the zrowth of per student costs and the rise in student
numbers-.

C

:
CAPITAL FORMATION

The improvement in " real" teaching Inputs, at least at the primary
and secondary levels went hand in hand with increases in nOn-labour inputs.
It is not possible to prdvide as complete a picture for this aspect of edu-
cational expenditure. The data tend to be poor and, in many cases, cannot .

be broken down br level. More importantly, what would ,be required to
to-assess. inputs are the services of the capital stock in the educcation sector

rather than the investment flows' which are open to variation from one.
year to .another -depending upon budgetary decisions and timing. Invest-
ment in education can only- serve as a very rough indicator for the supply
of capital services,.

.
Nonetheless; in terms of government financing, and of the growth of

education, expenditure, investment flows acre of some importance: Hence,
the few Available figures are presented in Table 10. Capitil expenditurei
tend to be on balance approximately 20 per cent of totat expenditure .ons

:education and, 1 per cent of GDP for the countries studied. It is difficult
. from the data at hand to- discern apparent trends in the growth rates, as

only one year has been taken and expenditures may be higher or lower .
thin the trend ,due to timing and lumpiness in in-vestment Nonetheless,
there would appear to be some tendency over time for capital expenditures
in primary and secondary education to remain stable or decline slightly

I . The main reasons usually given are (i) the ratios ignore increases irt adminis-
trative staff which may indirectly improve the education provided; (ii) rises in teacher-
pupil ratios may not have meant a decline in average class size, but may have been-.
translated into a reduction in required teaching loads giving teachers greater time for
class pieparation and student supnort; (iii) such ratios do not take account of the
probable improvement in thç guality of teaching as more highly qualified staff become
available and new edticatiotHiniques are introduced.
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Table 10. PUBLIC CAPITAL EXPENDITURE, 1963 AND EARLY 1970s'
Percentage shares in trend" GDP

Primary and
secondary education

Higher education Total2

Gro%th of tot
expenditure

1963, to early 19
(Uerage anntu

percentage chatt

1963
Early
1970s

1963
Early
1970s

1963
Early
1970s

Current
prices

Con
pri

Australia 0.41 0.54 0.19 0.28 0.60 0.82 13.5 I

Austria .. 0.94 .. 0.18 0.56 1.14 18.0 1:

Belgium 0.38 0.28 0.06 0.17 0.44 0.45 9.8 .

'Canada 0.73 0.73 0.33 0.51 1.06 1.24 11.6 I

Finland 1.25 0.52 0.13 0.12 1.38 0.73 5.5 , -I
France 0.16 0.23 0.17 0.09 0.43 0.33 7.6 .

Germany 0.61 0.78 0.25 0.38 0.85 1.17 13.1 1

Japan 0.79 0.90 0.02 0.11 0.81 1.01 19.5 1:

Norway 0.94 0.91 0.10 0.06 1.04 0.97 8.9 .

Sweden 0.83 0.78 0.07 0.46 3.95 1.25 .12.3 1

Switzerland 0.62 0.94 0.11 0.27 0.73 1.22 P0.4 I
.

Unitcd Kingdom 0.80 0.96 0.21 0.23 1.10 1.26 0.2 . '

United States 0.62 0.47 0.24 0.25 0.86 0.72 5.7 '

Average"., 0.68 0.685 0.16 , 0.255 0.83 0.95 11.8 i

I. For the precise year in the early 1970 covered for each country. see Table 4.
2. .May include some expenditure not allocated by level.
3, Current price figures were deflated with the help of the implicit national

accounts deflator for bther construction", except for Belgium (which has a

deflator for investment in education) and Japan (where the residentia
tion deflator had to be used).

4. Arithmetic mean.
5. Excluding A-ustria.
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Table II. SELECTED ITEMS OF PUBLIC E'sPENDITURE
ON EDUCATION IN THE OECD AREA

imary and secondary education
(15 countries)
Higher education
(15 countries)
Capital expenditure
(13 countries)

t [NEES EARl 1' 1970s
IPI f,.r cent >f" trend" GDP

EE
GDP

Demo-
graphic

ratio

Enrol-
ment
ratio

Cost
ratio

3.31

(1.79

(0.95)

0.21

0.07

0.89

0.19

Primary and secondary education
Higher education
Capital expenditure

0.18

0.64

CH.ANGES 1963 TO EARLY 1970s
Ratio of end-year le initial year

GDP

Demo-
graphic

ratio

Enrol-
ment
ratio

Cost
ratio

1.22

1.75

(1.12)

0.97
1.65

1.20

0.95

Primary and secondary education
Higher education
Capital expenditure

TO.[AL

CONTR BUTIONS 963 TO EARLY 1970s'
In per cent of trend" GDP

EE
GDP

Demo-
graphic

ratio

Enrol-
ment
ratio

Cost
ratio

0.71

0.34

0.12

-0.10
0.07

0.28

0.30

0.53

-0.03

(1.17) -0.03 0.5S 0.502

I. Contribution of change in determinant to change ill rant) tO G DP.
2. of which: O. Jut to price change% and -0.09 to " real inpu change%

4111,.....-

as a proportion of total education expenditure-and to rise in higher educa-
tion. This pattern could be expected. The rapid increase in the number of
school agc children during the 1960s began to taper off in the second half
of the decade, thus requiring less expansion of physical facilities. In con-
trast, the expansion of higher education accelerated towards the end of the
period_ reflecting the general rise in enrolment ratios. There are, under-
standably, considerable lags in the impact of increased number of students,.
pressur f..... rising tor expansion only some time after student numbers rise
and the amount of facilities becomes clearly inadequate.
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A summary picture of the diicussion )f this chapter is presented in
Table 11 which assembles only figures fc,- '..)ECD averages. Neither all
expenditure flows nor all countries are G. wred, but a broad impression
of very aggregate trends can be gleane.. The main points can be
summarised as follows:

i) Primary and secondary education ..zpresents the bulk of education
expenditure in the area, largely on account of the number of
pupils it covers; higher education is imparted to a much smaller
proportion of the area's population (less than per cent), but
costs per student are perceptibly higher ;

ii) Through time, the largest increase, in percentage terms, has come
from higher education whose share in total expenditure has risen
from less than 15 to some 20 per cent of the total;

iii) Costs per student, relative to GDP per capita, have risen
moderately in primary and secondary education and fallen in
higher education ; " real" inputs, however, have either remained
stable or fallen sharply ;

k) Very broadly, of the 1 per cent increase in the share of GDP of
education expenditure here subdivided, 10 per cent is due to rising
capital inputs. The remainder can be entirely attributed to two
factors whose weights are roughly equal the increase in student
numbers (especially at the higher level), and the rise in the relative
Price of education.

3 0



Chapter 2

EXPENDITURE AND ACHIEVEMENTS

The previous chapter described the growth of the education system
during tile, :1960s and early 1970s in very broad and general terms. How-
ever, the analysis was in many ways " mechanical " for it neither explained
the underlying reasons for this expansion nor assessed whether increasing
inputs had been reflected in higher "outputs". In theory, any survey of
past efforts should try to see to what extent higher expenditures produced
meagurable results and/or fulfilled the objectives which had been set. In
practice, however, this is not possible because neither results nor objectives
can be defined at all dearly. The following discussion will review these
two issues in turn but will be unable to come to' any very definite con-
clusions.

THE "OUTPUT" OF EDUCATION

Measuring the "output " of a service such as education is, for well-
known reasons, a practically impossible task. According to national
accounting conventions: the value of Public sector output is Aneasureci by
the value of inputs. This, however, has always b-eu considered a second-
best result, ior without a better indication of the value of the different
services provided by the government, it has been difficult for decision
makers to know whether the mix and the overall quantity of such services
were in line with society's demands. An alternative approach has em-
phasized the valuation the market puts on the earnings of graduates or the
educational system. This approach has given rise to a .whole body of
literature which has stressed the private benefits obtainable from study, the
creation of " hun.an capital ", the relationship between education and
economic growth, etc. But, whatever one's view on the value of such
theoretical frameworks, it woubl seem that any measurement of the " out-
put " of education should go beyond assessing the purely monetary
" reward" which even a perfectly competitive market' might ascribe to either
teachers or graduates.'

I. The results of education can also be assessed in terms of a number of
pedagogical criteria, but it would seem that such an approach goes well beyond the
scope of this paper.
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Rather than starting, therefore, with the sa:aries of teachers (broadly
the main component of the input method), or with the salaries of graduates
(the basis of the human capital approach), a more satisfactory alternative
would be to try and assess tne effects of educational spending in terms of
some "educational attainment indicators" which would ' show whether
increasing expenditures have had an impact on individuals' educational
standards. Though work at the OECD and in other international organisa-
tions is proceeding on the_ whole field of social indicators, no fully fledged

list can as yet be considered operational and only a few proxies can be
suggested here. One possible measure could be the increase in the number
of graduates. Naturally, such a criterion is not devoid of difficulties and
ambiguities. It is clear that, if inadequate account is taken of other inputs
into the educational system (e.g. changes in teaching methods, new curricula,
more or better physical facilities), increasing enrolment ratios could well be
meaningless or even indicate a deterioration in educational standards. Never-
theless, in the light of the preceding chapter's discussion, it would seem
that, broadly, over the last decade, quantitative progress of this nature was
achieved. Enrolment ratios have risen dramatically in all countries and _the

average length and level of schooling has gradually increased. In addition,
there has been 'some absolute (though..not relative) rise in "real inputs"
per student. These increased expenditures may have reflected improved
academic standards of, the teaching staff and better physical 'facilities.
Coupled with new' curricula and teaching methods, such changes are likely
to have improved the quality of education, at least at the primary and
secondary levels (which cover 90 per cent Of the student population).

Trying to accOunt for qualitative rather than solely quantitative
improvements in education poses greater difficulties. A possible indicator of
the effects of educational expenditure over this period could be movements
in illiteracy rates. As shown in Table 12, however, in most countries of the
area literacy for the great bulk of the population had already been achieved
by the 1950s if not earlier. A further measure which could in theory im-
prove on the purely quantitative achievement of higher enrolment ratios
would be an indicator of the type of qualification and degrees obtained by
students. But quite apart from the difficulties'invoNechn the collection of
such data, continuous changes in curricula andjhe very different standards
enforced across countries would throw doubton both inter-temporal and
inter-country comparisons.

.1

It is clear, in any case, that these indicattgr...kdt intermediate and
imperfect measures of the achievements of education. A more appropriate
assessment would try to evaluate the effeets of educational spending in
terms of the aims which governments have set themselves. One such aim
must, of course, have been an increasing supply of better quality education
open to as large a number of students as possible. In the light of the
preceding discussion it could be argued that the rise in educational expen-
diture has corresponded to this particular form of government concern. But
it is unlikely that this was the only, or even the main, objective of public
policies in the education field. A variety of other goals has frequently been
put forward whenever the issue has bee'n debated. They will be briefly
reviewed in the followii,g paragraphs.
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Table 11. ILLITERACY IN SELECTED OECD COUNTRIES
Percentage of population aged 10 and over'

In the vicinity of::

1910 1930 1950 1970

Belgium2 13.4 7.8 5.9

Canada (6.4) 4.3
France 11.9 5.3 3.3

Gleece 3 59.7 40.9 25.9

Italy 37.2 21.6 14.12

Portugal 68.9 60.2 (47.0)
Spain 52.0 31.9 (17.3) (8.8)

United Statcs 7.7 4.3 3.2 1.0

1.r Unless otherwise stated.
2. Percentage of population aged 15 and over.
3. Percentage of population aged 8 and over until 1930. aged 15 and over since then.

Sources: UNESCO. Progreis of Literacy in Vanous Countries, 1953 and Sitaislical Yearbook 1963; various

national statistical yearbooks.

THE GOALS OF EDUCATION

. A distinction should be drawn at the outset between the social and the

private goals of education. The latter are fairly easy to recognise and
reflect individuals' desires to improve their knowledge and incomes. To a
large extent the growth in the size of the public sector must have been
induced by such private motivations. Yet, the decision of the State to
supplement or replace by a public service what the market would have

supplied in terms of education, has clearly gone beyond the simple response
to a private need. It has presumably reflected the idea that countries could
reap further " external" benefits from widespread education. Thus, it can
be argued that when an individual obtains education, this not only increases
his earning power but also confers an external benefit on society on the

assumption that the country's cultural levels will be higher, or even that
the social order will be. maintained. Moreover, government control over
education also ensures some common standards in teathing and makes it

easier tc ensure equality of opportunity. It .is .the presence of such
" externalities" which is presumably the main justification for government
to supply more educational services than the private sector would demand
if it were charged the full cost on an individual basis.

However, a definition of such " external " goals is not very easy in

practice since private and social objectives are frequently intermingled. In
addition, any survey of the goals of education for as wide a sample of
countries as here considered cannot hope to be either precise or all-
embracing and will, by necessity, have to remain somewhat superficial. Tach
country has had particular reasons for increasing expenditure in certain



Public expenditure on education

areas and a full analysis would require a close study of the historical_and
political context in which these decisions were made. This is not possible
in a document of this nature. It may, moreoever, not be very rewarding
because few countries have clearly defined what their objectives have been.'
Nonetheless, in retrospect, it would appear that the debate over education
during the 1960s in many OECD countries had some similarities. It is
possible to distinguish a certain number of " goal areas" which, to a
greater or lesser extent, motivated governments to expand education. But
it is necessary to emphasize that considerations of this kind are not inter-
nationally comparable. There is no objective way of assessing the goals of
the education system in one country, let alone in all the countries covered
in this report. Three objectives will be discussed below which appear to be
broadly representative of those that governments have taken into account
when making decisions in this area in the past:

i) Transmission of cultural values;
ii) More rapid economic gowth;
iii) Economic and social equality.

i) Transmission of Cultural Values

To a large extent the transmission of information and cultural values
can be considered a private benefit. In this context, education provides
possibilities for personal development and broadened interests by giving
individuals access to the accumulated knowledge and cultural heritage of
their societies. .In addition, for smile people, education is felt to be a
rewarding experience or, at !east, more enjoyable than working. While these
are certainly private benefits, there arc also important social considerations.
Indeed, perhaps one of the original aims of mass education was to ensure
that all members of society could participate as citizens in a complex social
environment. Moreover, education can improve the cohesion of society
by imparting a common language and culture and establishing patterns of
behaviour consistent with democratic standards. In some countries it has
been felt that education could also contribute to maintaining a certain
pluralism in society, by allowing choices between various types of schools
(in function of, for instance religious, institutional or regional differences).
Finally, considerations of national prestige may sometimes also play a role.

ii) More Rapid Economic Growqt and Improved Resource Allocation

Rapid growth hasbeen one of the more general aims of practically
all Member countries over the last decade and it could well be argued
that increasing education was one means Ised to further this objective.

I. For example. equality of educational opportunity has been suggested as one
goal of thr education system. This can be interprettd in varicms ways stretching from
equality in terms of entrance to equality in terms of achievement. These approaches
hnply very different educational policies.
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In this field, too, private and social returns would seem to be intertwined.
..Higher levels of education permit an individual to undertake tasks requiring
greater qualifications and knowledge and this is reflected in higher lifetime
earnings largely a private benefit. At an aggregate level, any resulting
increase in productivity leads to higher rates of economic growth which may
have beneficial effects on society at large: In fact, in many countries, the
rapid expansion of the public sector in education in the l960s would seem
to have reflected a belief that there had been a great underinvestment in
the stock of skills in the economy. This was thought to result, in part,
from imperfections in capital markets and froM uncertainty, which made
students unable or unwilling to finance their education, and in part from
the general lack of student places. Thus, additional public support for
education was warranted -tooffset these effects and ensure an increased
suPply of skilled manpower.

A further objectiv.e of government slyport for education was based
on the belief that the long lags involved in the education process made it
unlikely that the.correct mix of skills would be available to the economy
at any one time. This led to efforts in manpower planning and, in .some
'countries, to an emphasis upon expansion of higher education:in certain
areas such as science. An additional objective in'the same context has been
the encouragement of research and development. Because of the uncertainty
and low'l=market value of basic research and knOwledge it was generally
felt that the latter would not reach the socially optimum level in the
abstce. of government support. This support was directed towards higher
edu ion-institutions, partly because universities and technological institutes
play leading r,ole in basic research aid partly because these activities are
often a necessary element in maintaining high intellectual standards and
up-to-date information in teachirig.

iii) Economic Equality and Social Mobility

Education is believed to affect economic and social equality in two
main ways. Firstly, by increasing the amount of "educated " manpower
relative to " non-educated " manpower, it should bring about a narrowing
of wage differentials between these two groups.' Secondly, it can lead to
greater social mobility by increasing the "life chances" of those in lower
sodo-economic classes. Indeed, this latter consideration was probably an
important factor in the expansion of educational expenditure over,.the last
decade. It was felt that higher levels of education would improve the
probability that the intelligent child from' a lower, income group would
make best .use of his or her ability. Such views were founded :lot only
upon the more general ethical consideraCions regarding the need for equal
participation in education, but also upon the belief that many children
were prevented by structural and socio-economic factors from making their
full potential contribution to society.

I. Similarly, by expanding teaching in particular bottleneck sectors it could lessen
the monopoly power of holders of very specific skills.
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RESULTS

A desire to reach these goals, amongst others, has undoubtedly been a
'motivating force for increasing public expenditures in education at different
levels at one time or another. But, whether such expenditures have been

successful in reaching these objectives or even making progress towards
them would seem to be an almost impossible questibn to answer. For

instance, it is unknown to what extent tile rise in the role of the public
sector was accompanied by, increasing " external" benefits which the private
sector, if left to its own devices, would have been unable co provide. Nor
is there any objective way of assessing to what extent was progress made

in achieving the three objectives mentioned earlier. Thus, taking the aim
of increasing the cultural standards of the population, it can be presumed
that more and better education should have made life in our societies

" richer ", but it is impossible to go beyond such very broad judgements

(which could in any case be confronted by siinilarly sweeping statements).

A rather serious criticism, in view of the great emphasis placed on
output growth during the past decade, has been the challenge to the idea
that education influences economic developments. For a long time, it had
been felt that differences in educational systems and efforts cOuld be one
important variable explaining differences in output growth rates. The best-
knowr example of an attempt at quantifying this theory was E. Denison's
work,' which showed, for a number of OECD countries, the " contribution "
to growth made by education over the 1950-1962 period. The assumptions
used in that approach are debatable, but the recent reappraisal of the whole
issue has gone beyond such criticism. It has been argued that w..ile people
with more education earn higher incomes and earnings, these do not
necessarily reflect a higher productivity level obtained from their training

and that the education system with its " credentials" merely acts as a
" filter" for selecting thbse who have the best aPtitudes for work.2 Skills
then are earned by " on the job " training- As the number of graduates
with credentials increases, firms upgrade their job requirements, demanding

higher qualifications than ar.. necessary. But the debate is not closed and

the importance of the ' credentials' argument has been challenged on
theoretical and empirical grounds. For example, it has been argued that
it could not be a significant long-term influence in competitive labour
markets, such as those found in North America. In addition, studies of
situations in which screening could not be relevant such as for self-employed
farmers and non-market behaviour indicate that education has increased

efficiency.'

I. E. Denison, Why Growth Rates Differ, Washington 1967.
2. See I. Berg, Education and Jobs: The Great Training Robbery. New York 1970,

and K.J. Arrow, "Higher Education as a Filter "3. Journal of Public Economics, July

1973.

3. F. Thoma,s Juster (ed.), Education, Income and Human Behavior, McGraw-Hill,
1974; 13. Chiswick, "Schooling, Screening and Income", in I.. Solmon and P. Taubman
(eds ), Does College Matter?, New York 1973.
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Efforts to influence the mix of skills to bring them in line with the
demands of ,the economy have not proved particularly successful .either.
Forecasts_ of the future mix of skills have been open to wide margins of
error. At the same time, the high 'substitutability of labour even highly
trained labour has meant that the economy has been able to adjust

ifairly rapidly to apparent short-run disequilibria n the supply of and
dencifild fbr specific categories of workers, particularly by means of " on
the job" training. It has also been suggested that there has been some
tendency towards oversupply of educated manpower in the .recent past in

some countries. While the labour market has been able to absorb the
increased supply, albeit with a slightly greater lag, indivisjual returns to
education may have declined.

It is likely that' such more recent arguments have perhaps exaggerated
the absence of (or even the perverse relations between) growth and educa-
tion, just as the earlier attempts at providing quantified estimates may have
resulted in simplistic conclusions. It would seem beyond doubt that, over
time, education has contributed to economic growth and must have been
one of the main reasons for the ptesent gap between living standards in the
developed and in the developing world. But its effects on growth probably
seep through only slowly, take time to materialise and, in more recent
years, may have been translated as much in increasing " welfare" (in the
form of access to culture) as in increasing measured output. Thus, though
education has ceitainly enhanced eonomic growth, it is difficult to use
this general knowledge for the framing of policy guidelines, particularly
concerning the allocation of expenditure between various levels and types
of education.

On the question of the influence on-social equality an area of intense
and unresolved debate it appears, on the scanty evidence available, that
achievement has fallen short of expectations and that the education systems
have not had a great impact in raising the chances of upward mObility of

. children in the lower income groups,, let alone in trying to achieve some
form of equality of result or attainment. Very limited data on participation
rates by socio-economic classes indicate that large differences in participation
at the secondary and higher levels of education continue to exist in nearly
all countries. Some narrowing in the dispersion over time can be observed,
particularly at the secondary School level for those countries where enrol-
ment rates are nearing maximum levels (e.g. the United States or France).
For higher education more data are available. It appears, on the whale,
that the benefits of expenditures haye gone more to the middle classes
than to less privileged social grobps. It is also true that inequality of access
has been reduced in a large number of countries, especially in recent years,
but the differences in participation rates remain striking.'

In retrospect such developments ,are perhaps not surprising. It would
seem fairly natural that the iirst impact of a large effort in higher education

I. te OECD. Educational Growth. Education and Distribution of Income and
Group 'Disparities in Educational Participation and Achievement. Conference on Policies
for Educational Growth, 1971.
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should benefit those social classes best prepared to make use of the ex-
panded services. Effects on lower groups can only but come through with
time lags. Moreover, social mobility may well be a matter of inter-
generational movements and can hardly be expected to increase dramatically
after an educational effort which has lasted for less than twenty years.
Also, the achievements of students would appear to be dominated in large
part by factors outside the education sector, which is itself determined by
the values of the society within which it operates, thus limiting its effect as
a social leveller. Finally, education is only one instrument in a wide range
of possible government policies already in use which can influence equality
in its different dimensions.

Effects may have been forthcoming on wage differentials between the
more and the less educated. Some narrowing in such differentials has been
ariparent over the longer-run, and is confirmed by cross-section data on
earnings disparities between manual and white collar workers in under-
developed and highly developed economies. Scattered (but hardly conclusive)
evidence suggests ,that this movement may have been accelerating in the
last decade given the much larger number of university graduates who have
entered the labour marleet.' Hence at this level, some movement towards
greater equality may have taken place. This is not to say, however, that
household income distribution has necessarily improved nor that within
the very broad categories here considered, differentials have necessarily
become smaller.

The foreioing discussion has not been very conclusive. But some mea-
sures of agreement can perhaps be expres'sed on the following few points.
Firstly, precise (or even imprecise) statements on goals and objectives (let
alone on procedures for evaluating the efficiency of education in meeting
such goals) are practically non-eiistent. Secondiy, of the few objectives and
indicators selected for treatment in this chapter, it would seem that:

1) Increased .educational expenditure had measurable results.in ex-
tending its coverage of the population of student age and may also
have achieved higher education standards;

ii) The effects of education on measured economiC growth over this
short period can hardly be verified; it can be presumed, howeve ,
that iheir effects on longer-run growth and on welfare arepositive5 ;

iii) Little evident progress was made on the issue of social mobility,
insofar as access to higher education has largely remained the
prerogative of particular classes;

iv) Some measure of economic equality may have been achieved thanks.
to the very rapid and perhaps not fully digested increase in the
number of university graduates.

It is clear that no startling conclusion can be reached on the basis of
tfiis limited list of "results". It can perhaps be suggested that increased

I. However, developments in this field are also influenced by many other factors,
such as government action, trade union pressures etc.
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educatidpal expenditure may have been more effective in enhancing purely
private benefits than in achieving some orthe more social goals, and
notably equality.' But no definitive judgement can be expressed on whether

.the expansion of education *was worthwhile or not. For one thing, the,
period here considered is- far too short for it to be possible to prnperly
assess education's impact on both growth and social justice. For another,
such verdicts can only come through the political decision-making process. It
is each country individually which must be left to evaluate the successes and
failures of its public programme in this arta.

I. It may be interesting to compare some of these conclusions with those reached
in the study on income maintenance, expenditures (op. cit., Ch. 3). In both cases it
wnuld seem that broadly defined "democratic" objectives were more important over
the past decade than " egalitarian" aims. In other words, the provision of a particular
service or benefit has been extended to as large as possible a segment of the population.
but little effort has been made to actively redistribute the provision of this service or
benefit in favour of the less iortunate members of society.
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Chapter 3

A FORWARD LOOK

The review of the growth, of past expenditures and of its underlying
determinants leads to the question of.trends during the coming decade. It
is difficult to establish a rigorous framework for projections in this field.
The most satisfying approach would be to use a set of demand and supply
relationships derived from past experience upon which-. estimates of expen-
dithre in the future could be based. But economics is unable1to ; oduce

_analytical methods which can deal in a quantitative way with tile problems
particular to public decision making. A more realistic approach is to study
government forecasts -)for future spending on education. Unfortunately,
very few Member countries have constructed meditnn term plans containing
education expenditure forecasts and, where such projections were made,
thcy have often been subject to change in the face of political and economic
requjrements.

Nevertheless, in the absence of such information, it is still possible to
look at some of 'the determinants of the growth of educational expenditures
desctibed earlier in order to assas their future importance and their likely
impact on government spending. One way of doing this would be by extra-
polating past trends or income elasticities. Such an approach, however, is
very mechanical and will only be used for illustrative puiposes.- It was felt
more appropriate to follow a somewhat different methodology which, first,
isolates those demographic (and price) inflvences which would appear to be
beyond the control of governments and then assesses the order of magnitude
of certain policy changes that might increase, c: slow downp the growth of
Oublic expenditure in this area.' The aim is not to present an-accurate
projection of expenditure in the countries studied. Quite clearly this would
be impossible, both because the data are inadequate and because in many
countries education systems and policies are in constant evolution. What
the following paragraphs will provide is a set of hypothetical scenarios for
1985, based on a number of feasible alternative assumptions. But it should
Le stressed that the ;e hypotheses need bear no relation to official thinking

I. This approaA is very close to the one already developed in OECD, Public
Expenditure on Income Maintenance Programmes. 1976.
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'on this matter. Thus, -whenever possible, the theoretical results will be

qualified by what scanty information is available on countries' own fore-

casts-and stated intentions.

The present chapter will deal only with the "formal." education system.

New demands on education budgets stemming, for instance, from the

introduction or expansion of programmes like pre-primary or recurrent

education will be considered in the following chapter. The projections deal

explicitly only with public expenditure. In those countries in which the

,rivate sector looms large, it is implicitly assumed that the shares of

private and public education recorded in the early 1970s will not change.

This siMplifying assumption may lead to some under-estimation of govern-

ment spending if, for instance, countries were to .enlarge.the size o.f the

public sector. Thus, in the United States, it is expected that the relative

importance of private universities may decline somewhat in the future' and

Finland has announced its intention to gradually absorb its heavily sub-

sidised private sector at the secondary level into the state system. On the

other hand, the proportion of students attending private institutions rose

in Japan through the 1960s. A continuation of such trends Would diminish

the future claims on the public sector.

THE ASSUMPTIONS

The approach follows the framework already applied in Chapter I. In

other words, it does nut project absolute levels of expenditure but GDP

shares. This` avoids the need for a forecast of 1985 total output in cutrent

prices a forecast which, in present circumstances, would be particularl)

-difficult. However, it is implicitly assumed that future growth rates will

not be fundamentally different from those recorded in the past. Should

this not be the case, it could be that priorities in resource allocation might

change and that previous relationships between, for instance, output per

capita and costs per student may not hold any longer. Three arbitrary

assumptions were used as a basis for the projections. Needless to say,

_they represent only a small portion of the possible hypotheses that could

be chosen. The assemptions project changes in the three romponent:ratios

of the share in GDP of educational expeaditure. A distinction is, how-

ever, drawn between factors which could be considered outside the control

of governments (which affect the demographic ratio) and those which ean 'be

influenced by government policies (which lead to changes in the enrolMent

and cost ratios). The three assumptions are:

Assumption A Expenditures as a percentage of GDP are prOjected

on the basis that they would only be affected by dcmographic,'trends,

with real inputs per student rising at the same rate os GDP per. capita;

1. Department of Health. Education and Welfare. Projections qj Educational

Statistics to 112-83, Washington 1974.
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Assumption B : Expenditures are projected on the oasis that enrolment
catios would change in addition to the changes under Assumption A ;

Assumption C: Expenditures are projected on the basis that there
would be also some convergence between conntrics towards " best
practice" levels in costs per student in relation 'o CD? per head.

The combination of these three assumptic (spelt out in greate: detail
below)-, provides a sct of results ranging, in " real" terms, from the
to the most ambitious. To assess the 1985 weight of the public education
sector in total expenditure, a cal-rent price projection is also required and,

-therefore, an "estimate of the education price deflator relative to that of
total output. Given the wide disparities recorded over the past in countries'
relative public consumption or education deflators, an independent forecast
was not attempted. Hence, the projections to 1985 will assume that past
trends in the relative deflator will continue.' In many ways, therefore, this
assumption is of a similar nature to that on demographic trends. It implies
a change in the financial burden which is " non-discretionary ", i.e. beyond
governmer t control. These various assumptions are open to discussion,
but they did not appear unreaso,nable within a context in which only
rough orders of magnitude are given.

Assuniption A

The first variant shows the effects of demographic changes on the sharc
of education expenditure in GDP, assuming no changes in either enrolment
or cost ratios.2 It should be noted that, under th:s assumption, real costs
per student are not held constant at an absolute but at a relative level.
Relative constancy implies thnt, over the range of per capita incomes here
considered, governments will tend to expand the amount of resources in
proportion :o the rise in the gederal level of income in society, rather than
reaching 'some absolute level of teaching quality after which no expansion
in real resources would seem aecessary. This view does not appear un-
reasonable given the experience over the recent past. To be sure, the
growth in real inputs per student at higher levels of education has been
slower than that of the economy as a whole. But this could have been
expected in the light of the extraordinary growth in student numbers. A
better example is probably given by compulsory eduimtion where enrolment
ratios were close to 100 per cent over the whole period and the rise in
student numbers smaller. At this level of education where, in some sense,
a certain standard had already been reached in the early 1960s with
full enrolment, real costs per student continued to rise, roughly in line with
GDP per capita.

I. This assumption was also used in OECD, Expenditure Trends in OECD Coun-
tries, 1960-1980. 1972.

2. Population data were taken wherever possible from latest national projections.
In a few cases use had to bc made of the, possibly outdated, figures contained in
OECD, Demographic Trends 1970-198.5 in OECD Member Countries. 1974.
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The results of the projection under assumption A are given in Tables
13 and 14 for lower and higher education levels respectively. In real terms,
they indicate that the effect of demographic changes on the share of expen-
ditures in GDP is, on average, negative. The impact is marked at the
primary and secondary level where the effects of a slower forecast growth
in population in many countries will be first felt. Them is, of course, some
variation between countries, pa,Iticularly at the lower levels of education.
Thus the North American countries and Finland could reduce their ex-
penditures by roughly I per cent of GDP against the negligible savings
shown for Italy, Japan, Norway or Sweden. For higher education, the
dispersion is smaller and goes from a 0.2 per cent reduction in the GDP
share of expenditure in the United States to a 1- .per cent rise in Germany.

Table 13. PROJECTION OF EXPENDITURE
ON PRIMARY AND SECONDARY EDUCATION

Percentage share: of " trerd" GDP

mak 111.1
Actual
early

1970s 1

Hypothetical changes
to 1985 under :

Variant A Variant B Variant C

Australia 2.62 0.20 0.42 1.40

Austria 3.27 -0.31 -0.20 0.46

Beli;ium 4.20 -0.68 -0.66 -0.47

Canada 5.01 -1.39 -1.21 -0.57

Finland 4.81 -1.01 -1.01 -0.69

France 2.69 -0.10 -0.06 0.87

Germany 2.17 -0.40 -0.28 0.06

Italy 3.00 -0.06 0.81 1.31

Japan 2.22 0.05 0.05 0.98

Netherlands 3.84 -0.53 -0.04 - 0.49

Norway 3.85 0.05 0.14 0.49

Sweden 4.22 -0.03 0.08 0.08

Switzerland 2.69 -0.36 0.15 0.84

United Kingdom 2.86 -0.19 0.08 0.90

United States 3.69 -0.85 -0.13

Dispersion2 0.87 0.44 0.55 0.64

Average 3 3314 -0.42 -0.23 0.40

I. For exact year, see Table 4.
2. Measured by standard deviation.
3. Arithmetic mean
4. Geometric mean.

ii) Assumption B

Assumption 13 adds the effects of higher :..Arolment ratios to the chan-
ges in expenditure resulting from &mographic developments. The choice
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of future enrolment ratios was necessarily arbitrary given the wide variation
in educational structures especially at the upper secondary and higher levels.
An enrolment ratio of 97.5 per cent was chosen for primary and secondary
education combined (as against the present 90 to 95 per cent ratios).' Given
an average 'schooling period of 12 years of which 10 are compulsory (and
for which near 100 per cent enrolment ratios can be expected), this implies
an avenge effrolment ratio of 85 per cent in the last two years.2

Projections for higher education were complicated by the wide inter-
country variation in the length of studies and the range of age of university
students. For example, whereas in the United Kingdom and Japan higher
education normafly lasts about three years and mainly concerns people in
the 18 to 21 year age group, the length of studies in the United States can
be much greater and cover a significant proportion of people in the age
group 18 to 24. Beyond these structural features there have also been
substantial past differences in the rates of growth of enrolment and enrol-
ment ratios. Over the last decade enrolment ratios grew by 5 to 7 per cent
per annum in countries like Austria and Finland, but by as much as 11
per cent in Belgium, Canada or Franm.

Trends over the 1960s were clearly influenced by the strong belief in the

relation between levels of higher education and income growth, 1:;oth

aggregate and personal. This led to increased drInand on the part of the
general public and greater supply of student places as, other needs being
satisfied, governments felt able to devote more resources to this area.
However, in recent years, there has been a marked slowdown in the growth
of entrants into.higher education in a number of countries. To some extent,
such a development could be associated with the size in the total supply
of graduates and with the individual returns...they were getting. Hence, it
could be expected that those countries with 'more extensive post-secondary
education systems should, in theory at least, record the most marked
decelerations in the growth of student numbers. But this is not borne out
Cry the data and the situation seems to be.mo-e complex. Simple regressions
relating the growth in enrolment ratios over the last decade to the initial
level of enrolments, the growth in GDP and demographic development: N'er

the period have little explanatory power. Disparities in enrolment ratios

may ust as much a function of the wide differences between countries
in the socio-cultural role of education and in the extent,to which the edu-

cation system is viewed as a system of social advancement, a vehicle for
research, and a means for individual development. A! these eleMents

probably underline the r ecent decline in enrolments in higher education
experienced both in Sweden and the United Kingdom, where enrolmnt
ratios were approximately 15 to 25 per cent, and in the United States and
Canarla where enrolment ratios vary between 35 and 45 per cent.

1 .
No change from present levels was assumed for Japan and the United States

where enrolment ratios are alreaciy above 97.5 per cent.
2. This may, however, tend to overstate enrolment ratios in those countries which

place greater reliance on industrial apprenticeship schemes.
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Hence " mechanical" projections of enrolment ratios may not be
appropriate. The more sophisticated methods of forecasting used in several
individual countries have also had great difficulties in estimating enrolments
even a few years ahead. As an alternative, all enrolment ratios were raised
by an arbitrary figure of 20 per cent, with a ceiling of 35 per cent.' Clearly
this approach is a simplification entailing possible errors for individual
countries who may wish to modify the results in the light of their own
more recent forecasts and expectations. The scanty information available
for a number of countries suggests that, in most cases, the growth rates of
enrolments projected over the' 1970-1980 (or sometimes 1975-1985) time

span are higher than the 20 per cent increase assumed here. But, not
infrequently, such forecasts are somewhat out of date and have failed to
take into account the more recent shwdown in the number of new entrants
into higher education.

The results of the projections for both levels of education show that,
in real terms, only a small increase in overall resources would be required
to increase enrolment ratios substantially (of the order of per ceni of
GDP), and this. is more than offset by demographic developments. The
situation varies considerably from lower to higher education. This reflects,
of course, differences in the assumptions employed as well as the different

rates of .groWth of the relevant population groups already built into
Assumption A. FOr the lower levels of education, Assumption B implies a
small decline in expenditure (though some increase with respect to
Assumption A). Only Italy would have to devote some :of a per cent more
of GDP to brink up enrolment ratios. A very small increase is implicit
for higher education. The situation varies widely between countries depend-
ing upon initial starting positions. At the lower end of the spectrum, is

the United States, where the existing high enrolment ratios imply no
expansion. In contrast, in Britain and Germany, relatively high costs per
student and a sharp rise in student numbers lead to increases of 40 and
50 per cent respectively. In the Netherlands. where costs per student are
also relatively high, the projections indicate a more moderate increase re-
flecting the slower growth of the population of university age.

Assmption C

The hypothesis built into variant C was that of some convergence
between countries in the costs per student relative to GDP per capita. In
other words, it is assumed that, in those countries in which unit costs have
reached relatively high levels, the growth in real resources per student would
moderate. But for those at somewhat lower levels, there may be some
international - demonstration effeci which would lead governments to
expand inputs at more rapid rates than in the past. The growing inter-

1. No change was made for North America which in the early 1970s was already

above 35 per cent.
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national integration amongst all Member countries, attempts to co-:ordinate
curriculums and teaching methods, international exchanges of experience
etc., are all forces which may lead in this direction) The slower growth of

. students. expected in the future could free resources which ha4 formerly
been fully tied up in just keeping abreait of the rapid expansioein student
numbers. Thus, under Assumption C, the projections are adjusted by
changing the cost per student in relation to GDP per head under the
hypothesis that, by 1985, the difference between individual countries and
"best practice" levels would be -reduced by half. " Best practice" levels
were defined arbitrarily as those levels reached in the two or three coun-
tries with the highest "cost ratios". For primary and secondary education
the target cost ratio was put at 0.250 of GDP per capita (or roughly the
average level already reached by the three Scandinavian countries). For
higher education " best practice" was put at the same level as GD er
capita (i.e. a "cost ratio " of unity) roughly in line with what had en
achieved in the early 1970s in Germany, Switzerland and the- Un ed
Kingdom.

Overall, such a projection implies an it<icrease of not quite 1 per cent
of GDP (of which per cent for the lower levels of education and 0.3 per
cent for higher education). At the primary and secondary level, increases
are substantial in Australia, Italy, Japan and France. In contrast, North
America, Belgium and Finland could still record declines in expenditure
since not even the assumptions implied in Variant C are sufficient to offset
the impact of demographic changes. At the higher level, further increases in
expenditure appear for all countries (except for Japan where, however, no
change has been assumed in the respective weights of the public and private
sectors). The projected overall increase to 1985 is similar to the one already
recorded between 1963 and the early 1970s with, however, this time the
greatest Contributions coming not from enrolment changes but from real
input increases. The plausibility of this assumption is, of course, open to
great doubt. On the one hand, it could be argued that an increase in
"cost ratios" may occur in reaction to the sharp fall which took place in
the preceding decade and which may have led to an unacceptable deteriora-
tion, in standards. Indeed, the average " cost ratio" for the sample of
countries here covered would, under Assumption C, lie in 1985 at 85 per
cent of GDP per capita, not far from the 1963 67 per cent level. On the
other hand, however, the overall projections may appear high, notably in
the light of recent trends in enrolment in higher education.

I. As was said in a previous OECD document devoted to trends in expenditure on
education: "The authorities responsibie for educational policy, as well as public opinion,
are taking a growing interest in international comparisons between educational systems,
especially as regards the percentage of national resources (or public expenditure) devoted
to education. This attitude reflects a spreading 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".
(Conference on POlicies for Educationnl Growth, Background Study No. 2, STP (70)7,
p. 2). Admittedly, however, not much statistical evidence on convergence can be
mustered for the past decatit.
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iv) Relative P7ices

So far, projections have been made in " real " terms and no account
has been taken of the rise in relative prices, which could be considered

one of the elements underlying growth beyond the discretionary power of
governments. An extrapolation of past trends could add substantially to the
figures so far shown in Tables 13 and 14, though again results would differ
quite markedly in line with the developments in the 1960s already men-

tioned in Chapter I.

Table 14. PROJECTION OF EXPENDITURE ON HIGHER EDUCATION

Percentve shares of" trend" GDP

Actual
early
1970s'

Hypothetical changes
to 1985 under :

Variant A Variant B Variant C

Australia 0S4 -0.05 0.13 0.47

Austria 0.58 -0.03 0.08 0.32

Belgium 0.70 0.03 0.18 0.55

Canada 1.44 0.10 0.10 0.64

Finland 0.64 -0.19 -0.10 0.19

France 0.44 -0.03 0.06 0.79

Germany 0.85 0.23 0.45 0.50

Italy 0.48 0.05 0.57

Japan 0.34 -0.09, -0.04 -0.01

Netherlands 1.43 -0.04 0.23 0.31

Norway 0.69 -0.05 0.08 0.42

Sweden 1.13 -0.04 0 18 0.41

Switzerland 0.87 0.02 0.20 0.20

United Kingdom 0.98 0.14 0.37 0.37

United States 1.46 -0.16 -0.16 0.34

Dispersion2 0.35 0.10 0 .15 0.19

A verage 3
0.794 0.13 0.40

I. For enact years. see I able 4
2. %leisured hy standard des Iation.
3. Artthmettc mean.
4. (,enmetrIc mean

Thus, for France and Norway, which had relatikely favourable price

trends in the past, future increases in money expenditures on this account

would be very small. The opposite would be the case for Austria, Canada,
Sweden and, especially, the Netherlands. But great care must be taken when

looking at such figures (which are shown in summary form in Table 15
below). The margins of error involved are very large, and there is no

assurance that past trends will continue. Indeed, the very large number of
graduates from higher levels of education, coupled with some deceleration
in the growth of demand, may well exert downward pressures on teachers'

salaries mer the coming decade.
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Table 15; PUBLIC EXPENDITURE ON EDUCATION IN 1985
Percentage shares of " trend" GDP .

49

Actual early 1970s ' Effect
of

relative-
price
shifts 2

Hypothetical changes to 1985
,under variants:

Items in-
cluded in
projection

Total A

Australia 3.6 4.5 1.29 0.15 0.55 1.87

Austria 3.9 . 5.2 2.26 -0.34 -0.12 0.78
Belgium 4.9 5.4 1.24 -0.65 -0.48 0.08
Canada 6.5 7.7 2.37 -1.29 -1.11 0.07

:Finland 5.5 6.3 1.37 -1.20 -1.11 -0.50
France 3.1 4.5 0.38 -0.13 1.66

Germany 3.0 4.2 1.45 -0.17 0.17 0.56

Italy 3.5 4.0 1.09 -0.01 0.96 1.88

Japan 2.6 3.6 1.56 -0.04 0.01 0.97

Netherlands 5.3 7.6 4.28 -0.57 0.19 0.80

Norway 4.5 6.0 0.35 - 0.22 0.91

Sweden`, 5.4 7.1 2.09 -0.07 0.26 0.49

Switzerland 3.6 4.9 0.51 -0.34 0.35 1.04

United Kingdom 3.8 5.6 0.56 -0.0 0.45 1.27

United States 5.1 6.0 1.10 -1.01 -1.01 0.21

Dispersion 3 1.1 1.2 0.98 0.45, 0.60 0.66
Averages 4.25 5.45 1.46 -0.38 -0.04 0.81

I. Fcr exact years see Table 4.
2. This effect has been nv-ssured on the early 1970s base level (excluding items not covered in the projection).

It would be somewhat higher if it were applied to. for invance. total expenditure or to the 1985 outcome
under assumption C.

3. Measured by standard deviation
4. Arithmetic Mar
4.. Geometric mean.

1985 EXPENDITURES

The various assumptions so far discussed are,summarised in Table 15.
As can be seen, no assumptions have been madc for elements in education
expenditure other than the current costs incurred in primary, secondary and
higher education. The information available on such items was .not sufficient
to -allow even hyp-oTheticai projecions. But the existence of other expen-
ditures (which are rolighly of thc order of I per cent of GDP and 25 per
cent of total education budgets) must be borne in mind. It is quite possible
that capital expenditure, for instance, may increase in the future not only
to accommodate the rising number of students expected but also to make
good some of the lags likely to have been accumulaked over the past
decade. In terms of current expenditure, for the area as a whole, the
changes in real GDP shares shown vary from -I per cent under Assump-
tion A to an increase of nearly I per cent under Assumption C. Australia,
Italy and France are the three countries which could see expenditures rising
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by significantly more than that (not far from 2 per cent of GDP) the
former two on account of low enrolment ratios, the latter because of well
below average unit costs per student. At the other end of the spectrum are
North America and Sweden, the richest countries in the sampie, as well as
Belgium and Finland, whose education budgets might rise only little rela4iys,
to GDP, or even fall (in the case of Finland). Pressure for increases is
likely to be about equally -shared between the primary and secondary levels
of education (which had been responsible for nearly two thirds of the ex-
pansion of the past decade), and the higher level.

The final outcome could, ,however, be considerably higher if price
changes are brought into the picture. If, indeed, the relation between overall
price movements and the education (or public consumption) deflator re-
mains the same as in the past, expenditure could, on average, rise by
2 per cent of GDP. In a number of cases the other projected changes
look almost insignificant if compared to the likely impact of price develop-
ments. However, there is some reason to believe that the relative salaries of
teachers will not increase in the coming decade at as fast a rate as in the
1960s: This suggests that the relative cost of education may not grow as
rapidly as in the recent past.

An alternative way of forecasting future public expenditure on educa-
tion would be to extrapolate past relations between such expenditures and
total output. This approach is clearly mechahistic but is presented, for
purely illustrative purposes, in Table 16. Use was made for this purpose
of the per capita, constant price, "income" elasticities shown in Table 2
and of some very rough projections of GDP! The results show that in real
terms expenditure as a share of GDP would rise on average by a quarter
of a per cent if past trends were to continue, rather than by per cent as
implied in Table 15. The increase would be particularly marked in Canada
which has the highest share of GDP at present, while Japan, a country
with a low share, would record a relatively sharp fall. Some other figures
may not look as implausiEt: but it Would nonetheless seem that, overall,
the elasticity method 1;an give rather misleading results.

Clearly, national forecasts are a much better source ibr narrowing the
range of possibilities shown in Table 15. Unfortunately, official medium-run
education expenditure plans are not aailable in a majority of cases. Some
idea of how realistic (or unrealistic) the arbitrary assumptions used so far
are can be obtained from the recent published official British and German
projections' as well as from some forecasts submitted to the OECD Secre-
tariat by the Belgian Planning Office. For the United Kingdom, the latest
White Paper on public expenditure proposes cuts after 1976/77 which will
cause an absolute decline in expenditure and could reduce education's share
of GDP by three-quarters of a percentage point at constant prices; rerative

:Voth population and GDP..growtil rates come twin OECD. Expenditure Trends
in OECD Countries, 190-1,980, Ltil 975. 1970-75 growth ratcs were applied.; from
1975 to 1985 use was made of thc 1973-19110 period projections extiapolated for a
further 5 years.

2. See Bildungsgesamtplwt. Bonn 1974. and Public Expenditure to 1979-80. HMSO
1976.
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price movements would keep the reduction in current prices to about half a
percentage point by 1979/80; The German plan extends to 1985 and fore-sees that, in the 15 ycars from 1970, the share in GNP could rise byperhaps per cent in real terms and 2f per cent in current price terms(from 4.3 in 1970 to 4.7 and 6.8 per cent respectively in 1985, under the
" medium " assumption for GNP growth). vinally, the Belgian figures
indicatc rough constancy for thc education share in GNP between 1970
and 1980 in real terms, but an increase of roughly 1 per cent in current
prices. In two of these three case5, at least, it does not appear that the
figures shown in Table 15 are unreasonable.

Table 16. EXTRAPOLATION TO 1985 OF PUBLIC EXPENDITURE
ON EDUCATION

Percentage shares in "trend" GDP

Actual early
1970s'

Hypothetical
19852

(at constant
prices)

Australia 4.5 5.0Austria 5.2 5.3Belgium 5.4 5.6Canada 7.7 9.8Finland 6.3 5.9France 4.5 4.8
Germany 4.2 4.6Italy 4.0 4.3Japan 3.6 2.7
Netherlands 7.6 7.8Norway 6.0 6.4.,Sweden 7.1
Switzerland 4.9
United Kingdom 5.6 6.1
United States , 6.0 6.4
Dispersion3 1.2 1.7
Average 5.4 5.6

I. For exact years see fable 4.
2. Based on " income.' elasticity of per capita education expenditure to per capita GDP in constant prices

for the 1963-early 1970 period. as shown in Table 2.
3. Measured by standard deviation.
4. Geometric mean.

A final consideration which is relevant in this context is the effect of
higher enrolment ratios on output growth. Assumption B implies that by
1985 the proportion of. the 15-22 years -agc group outside the work force
will have grown from its present level. Ceteris paribus this v.ithdrawal could

1. Compared to the hypothetical projections presented here, the United Kingdom
expects a slower increase in participation rates in higher education, and some fall inunit costs.
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lead to a redus:tion in the size of the 1985 labour force of roughly 2. per

cent. The resulting shortfall in GDP will depend on the possibilities of

capital-labour substitution and on the average productivity levels of younger

workers. Assuming, for simplicity's sake, a 0.66 coefficient for labour, as

often found in standard Cobb-Douglas production functions, the 1985 level

of output could be betvseen 1 and 1 per cent lower than it would other-

wise have been. This overall average hides some significant differences,

depending on initial year enrolment ratios. Thus North America's GDP

would remain roughly unchanged, but output in the Netherlands, Belgium

and Italy could be reduced by margizs varying between 1 and 2 per cent.

These "costs", in terms of foregone output, should be considered in con-

junction with the -costs", in terms of increased expenditure, resulting

from more ambitious educational policies. It should be noted, however, that

such figures may overestimate the likely reduction in GDP since the in-

creased levels of education obtained through higher enrolments and inputs

per student could enhance the rate of economic growth.



Chapter 4

ADDITIONAL EDUCATIONAL PROGRAMMES

The previous chapter has looked at the growth of the traditional,'
education system to 1985. The following paragraphs will review some of
the demands which may be placed on governments to increase expenditures
on students who are outside what is normally considered as being the
school age. A number of new programmes or policies which will make the
education system more effective have received prominence in recent years.
Some of these involve changes of curriculum within the existing structures
and do not have serious financial implications. Such programmes, which
are mainly concerned with pedagogical questions, must be left to experts
in these areas even though the issues they raise may have ari important
bearing on the impact of education on the goal areas laid out in Chapter 2.
The emphasis in this cection is on those programmes which could increase
education budgets considerably.

The programmes which will be discussed arc:

t) Pre-school education;

ii) Compensatory education;
(ii) Recurrent education.

These programmes arc not new. Pre-school education has a long history
and, in some countries, the relevant enrolment ratios have been rising
rapidly. Compnsatoryeducation as a separate- programme ha primarily
been experimented within the United States and the United Ki gdom, but
" positive discrimination " in favour of handicapped or di dvantaged
children has been made within the context of the formal educatio'q systems
in most countries without being specifically designated as such. " Icurrent
education" has more recently been proposed as a framework within which
higher education of all types can be organised and the future growth of
enrolment streamlined. In some European countries expansion in adult
education is already underway, as for example in the " formation perma-
nente programmes in France.

Two main aspects of ihese %arious programmes will be looked at:
i) A brief description and a discussion of the objectives they are

expected to achieve;

Some consideration of the cost and financing problems they raise.
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The descriptions are provided because these programmes are not always
well-known, but it should be noted that they are by necessity general and
that not all governments would subscribe to the objectives of the schemes

as presented here. As for the discussion on costs, it will be unable to give
any accurate idea of the expenditures which might be entailed by these
programmes were governments prepared to embark on them. Much would
dernd upon their content and upon the particular approaches followed
which could well vary between countries in response to different problems.
All that can be done in the present context, and withont extensive further
research into existing programmes, is to suggest the kincks of considerations
that are likely to be important and to give some orders of magnitude of
possible costs. It should not be forgotten, moreover, that many education
programmes of this nature are already undertaken in the private sector in
response to private demand. Thus, government expansion in these areas
could simply mean a shift in convol and financing rather than an
addiiional resource cost to the economy.

PRE-SCHOOL EDUCATION

Countries have varied greatly in the extent and type of pre-school
education. For example, in Belgium, enrolment ratios for those aged 3 to 5
have been between 90 and 95 per cent while, in Norway, there is almost no
pre-school education at all. In many countries the private sector has
supplemented the State's role in. providing this service as, for instance, in
the case of the nursery school system in the United Kingdom. In the past,
a major role of these schools was social rather than educational. The

emphasis has recently begun to change and greater importance has been
given to education objectives. These arc linked with compensatory education

and will be discussed in the next section. Nevertheless, there is still a
growing custodial role to be played as women take a more active role in
society outside the home. In particular. more extensive nursery and pre-
school centres will do much to improve the situation for working mothers.

Pre-school education was not considered in Chapter 1: But, not unlike

the more traditional forms of education, it also saw a relatively rapid
expansion over the last decade. Increases in enrolment numbers for the
countries for which data could be collected centred around 5 to 6 per cent

per annum between 1960 and 1970. Some counvics (e.g. Canada, Japan,
Portugal and ,SwedeM increased their- enrolment ratcs a good deal faster
(more than 8 per cent per annorn), but these developments may, in part,
have reflected lew initial levels. Scaf.tred statistical cvidence suggests that
these increases were paralleled by some rise in the share of expenditures

on pre-school education in GDP and by some declines in pupil-teacher
ratios. Expansion in this field has been motivated by social as well as
educational. considerations. Indeed, the former have often been the More
important, and this explains why pre-prithary education is sometimes in
the hands of welfare, rather than education ministries. The growing ernan-

53



Additional educational programmes

cipation and labour market participation of married women have also been

driving forces oin the expansion of such facilities. A 'recent additional
impetus in this area has been the rising importance attached to early educa-
tion for children whose learning processes are likely to be impaired by their
family background.

These considerations, as well as the more general pressures for freeing
young mothers, ..iuggest that pre-school eduCation may be the most likely
area of expansion for many gavernments.' The cost of pre-primary cduca-
tion will depend upon the proportion of the child population covered and
on the objectives pursued. Should the role be mainly custodial, costs will
be less, as. larger classes are possible. But if " compensation" or "positive
discrimination" in favour of handicapped groups is considered important,
class sizes will probably have to be decreased to, raise the amount of indi-
vidual attention. It is nut easy to foresee the claim on resources that may
bc involved in a sizeable expansion in this area. For the few countries for
which some data are available it appears that, costs .per pupil-in pre-primary
education are slightly lower than unit costs in primary schools. Enrolment
ratics vary between negligible figures and the near 90 per cent ratios
recolded in the Benelux and France. To provide some rough order of
Magnitude it was assumed that over the coming decade countries would:

i) Bring enrolment ratios up very substantially to either 75. or 90 per
cent of the children in the two years befOie compulsory education
commences;

ii) Increase unit costs per pupil Only marginally and bring them, in
terms of GDP per capita, to equality with the present unit costs
of primary school children.2

'it is clear that the choice of both assumptions is arbitrary, but their com-
bination may suggest a rough cider of magnitude of possible future costs
within which countries may then choose to al!er either enrolment ratios
or inputs per pupil.

The results suggest that the 'overall cost is not negligible but should not
be unmanageable. For the r5 countries sample here covered, the share in
GDP of pre-primary education expenditure could go up by roughly 0.2 per
cent, assuming 90 tier cent enrolment ratios. But for some countries costs
could riSe more sharply. Thu, in Sweden, the GDP share could increase
by 0'.3 per dent, in Canada kifd Finland by 0.4 per cent and in Norway 'by
as much as 0 6 per cent. ConVersely, a lower enrolment ratio or a more
extensive use of part-time provisions could bring down these various per-
centages. To these estimates should of course be added (as alreac:y pointed
out in the previous chapter).the impact of relative price changes.

P I. See, for instance, Educanonal Prior4, Problems andtDeies, HMSO 1972,

Vol. 1, r. 180.
2. ihis hypothesis extends to prevrimary education the negative correlation between

the size of inputs and the number of beneficiaries observed for other forms of education

in the past.
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COMPENSATORY EDUCATION I

Compensatory education is difficult to define because it covers a wide
range of programmes.' These have most often been associated with pre-
school children but measures have also been introduced at Other levels of
education. The primary objective has been to improve the academic per-
formance of children from underprivileged groups, thereby raising their
chances of social and economic ad,.ancement. Underlyi-g this objectivt. as

a broadening in the concept of educational equality. In th: hope that the
education system could be an instrument to break the " cycle of povertY",
the more traditional view or equality of entrance has over time been ex-
tended to include " equality of result". In other words, it ha..i been felt
that the education system shoilid give not only equal access to the schopl
system but should also attempt .to offset the negative effects on academic
achievement of a poor home and social environmem, thereby giving the
child equal chances on leaving the education system.

A wide-variety of approaches has been employed but little systematic
attempt has so far been made to test their effectiveness. A particularly im-
portant effort was made in the' United States starting in the first half of
the 1960s. While there had been a number of prior schemes, the first con-
sistent attempt to evaluate the efficiency of these policies came with the
" Head Start" programme which gave pre-school training to a large
number of undewivileged children. Other projects followed td test the
effects of drfferent curricular approaches, of further help once students
entered the school system, and of student support through family contacts
and changes in parental attitudes towards education. These-latter initiatives
ha%e been paralleled b efforts to open up the school to the community
to make it niore responsive to local needs and 'aspirations. In the United
Kingdom, the Educational Prioi ity Areas have been gi'.en preference in
terms of expansion in the numbers of teachers. A number of university-
based research project6 of a limited nature are underway in some
Continental European cduntries as well as schemes designed to help migrant
workers.

It s difficult to e%aluate the impact of such programmes. In the United
States, present experiments have not had a notie,:able lasting impact on
student performance. Initial improvements in disadvantaged studenk soon
disappeared when the special support was removed.2 This suggests that, in
its present form at least, compensatory education may not be sufficitm, to
offset impact of the environment outside the school or other dis?d-
vantagei. At the same time, however, it is necessary to recall ,hat ,7omperi-
satory e\e,lucation is a relatively new field for which it is too early to make

I. Compensawry education could possibly be taken to include all tcachirg and
other help which a student receives over and beyond the average". If iewed in this
way, compensatory eoucation could cover a large amo::nt of educational activities, e.g.:
keeping class sizes in rural ....eas .bmall, the use oi psychologists to hdp emotionally
disturbed children and so on.

2. See OECD CER I. Strategies of Compensation, 1971.
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a complete evaluation and that a number of programmes have failed
because of lack of finance and of proper organisation. Indeed, in the
United Kingdom, the results of the Educational Priority Areas have in-
dicated that the academic improvement acquired at pre-primary and primary
schools tends to be maintained for longer periods than in the United
States.

Data on the costs of compensatory education are very scanty. In any
case, if is often difficult to distinguish where " normal" schooling ends and
compensatory education begins, particularly in pre-primary and primary
forms of education. The existing British or American examples are not very
significant because they were karticular, localised projects. Estimates for the
United States show' that total expenditures which could be broadly classified
as compensatory' equalled about 3.5 per cent of total current spending on
education (or 0.2 per cent of GDP). These figures probably uncle:estimate
the levels of expenditure, since ream), programmes are carried out at the,
local level. In the United Kingdom, the Plowden Committee suggested, in
1966, that an initial p;ogrammi covering the 10 per cent most disadvantaged
children in Elgland and Wales 'would add 11 million to the current
spending of " mai;ained" (i.e. publicly controlled) primary schools (4 per
cent of 1971 tOtal cumnt education expenditure).

Given the vily partial nature of these figures, it would be rash to
make any estimates of how future expenditures could evolve in this field.
The growing clouLtc as to the extent to which compensatory programme,
Can" trave an effect without a brmder approach wh;ch will give cor,,nued
support and, at the same time, try to influence the underlying socio-
economic conditions and cultural deprivation which influence the academic
achievement of' children from poorer families, may in any case stop coun-
tries from pursuing special schemes. The extent 'to which compensatory
education is, in many instances, pursued within the traditional educational
system suggests that countries might wish to concentrate their efforts on
pre-primary and primary education. If this suggestion were accepted, the
expenditure projections presentci in the previous section and in Chapter 3
migi need upward revisions.

ADUIVF AND RECURRENT EDUCATION

The main effect of the expansion of the education system in the recent
past has been to increase the number of years that , le child spends in the
education system. In t e first instance, this has led to an expansion at the
upper secondary level a

t
d, subsequently, in higher education. More recently,

however, there has been1 growing emphasis on methods of providing the
adult working populatiOn with greater possibilities for education and re-
education.. As was said 'fill a recent OECD report: "The solution does not

. Amongst other. thel \" Head Start " programme, Equal Opportunity Grants,
.Special Programmes for the Disadvantaged etc.
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lie alone in provision of ever-kngthening fud-time education or all. Policy
in all countries must provide better opponunities foralternating and mixing
education and training with work.' To be sure, there are already a number
of ways by which individuals can undertake further studies. Night classes of
various kinds, Germany's " Volkshochschulen" or such institutions as the
"Open University in the United Kingdom, provide considerable pOssibili-
ties of an information-culture type. At another level, industry supplies
e3c "on-the-job" as well as other training in order to obtain skills
not .sys provided by the educational system and there are many coun-
tries with government programmes for retraining not only the unemployed
but also active members of the labour force.

It can be expected that pres.tures to expand the education system in
this area wil . continue for a number of reasons. First, a growing belief
that those whr have dropped out of the education system merit a second
chance and the awareneSs oi the potential gains to society have increased
the emphasis on equal educational opportonity. Second, the rapidity of
technological change and thc g.-owing co:Jolexity of our society imply a
need to: periodic retraining not only for those who wish to improve their
knowledge, but also tor those who find that their skills are no longer in
demand and wish to obtain new qualif..:ations.

However, a major problem i., this context hag been the lack of a
coherent framework within which expenditures in this area can be organised
and further expansion made. One suggested framework is " recurrent educa-
tion" which provides a comprehensive education strategy involving, in
addition to a consolidation of efforts in the area of adult education, some
rethinking of the present education system.2 The essential feature of this

approach is to spread education ovt.r the lifespan of the individual in a
recurring way rather than to concentrate it almost entirety on the earlier
years. Education would be alternated with other forms of activity bringing
the student into closer coniact with the " rcal world. The proponemts of
this approach maintain that it would resolve a number of the present
problems of cducation. Students experiencing " school fatigue" would be

encouraged to obtain experience in the " real" world before re-entry irto
the school system at a later date. It is also suggested that such an
approach would make the education system more responsive to the needs

of the economy for certa:n qualifications or skills, first by bringing students
into c!oser contact with the labour market and second by facilitating up-
grading or retraining where necessary.

The impact of adult education, particularly when taken in the context
of recurrent education, is extremely difficult to assess since it has not yet
been tried in any country on a significant scale for a sufficiently long
period.' It can be argued that it should lead to some social gains, quite

I. OECD. Education and Working Life in Modern Societ.!. 1975, p. 8.
2. Se.: OECD CERI, Recurrent Education Trend, and Issues. 1975.

3. To be sure, there have been schemes l'or retraining the unemployed in many
countries, but these have tended Lo be on a smaller scale than the programmes here
el:visaged.
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apart from the obvious private benefits which It might provide. In terms of
allocation of resources and higher growth, recurrent education would match
the social need for a more eificient labour market by making the educa-
tional system better able to supply the mix of skills demanded by the
economy. It may, moreover, affect socio-economic equality. Increased
educational possibilities for those who have missed out in the early years
of education can probably be considered equitable.' The idea of a two year
entitlement to higher education at any age for everyone after the end of
compulsory schooling, would mean a distribution of education towards
those in older age groups who have not benefitted personally from the
recent expansion, thus giving a more equitable spread of public resources
in one generation.

Estimates of the cost of adult education are not available for the past.
Any projection must take into account the existence of a number of private
programmes. Heme new plans in this field could be met, to some extent,
by a reorganisation of present resources in post-seco.idary education rather
than by increases in expenditure. For efforts going beyond this, much
would depend cn how new programmes were to be financed. For example,
the " formation permaaente" in France is r;aid by firms who are obliged
by law to set aside a certain proportion of their wage bill for this purpose.
Estimates are fuither complicated by the extent of income support required
for individuals undertaking retraining. Nevertheless, some orders of
magnitude can be provided based on a number of simplified hypotheses.
If it were assumed, for instance, that each wOrker had the right to a one
year period of adult education during his active life span and was paid
his full salary, the expenditures arising from the programme (including
teaching costs), would lie between I; and 2 per cent of GDP? However,
there are factors which would tend to reduce the cost. It is unlikely that all
individuals would undertake study or that a potential student could expect
to receive his average wage during the period of retraining. In addition,
there ,:ould be some reduction in present levels of attendance at higher
education institutions amongst younger age groups. Hence, even assuming
a concerted effort in this field on the part of governments, a more realistic
assumption might put possible costs closer to I per cent of GDP.

I. However, it is interesting to note that an initial survey of thc effects of the
French law on professional training (1971) indicated that, in the first year at least,
the number of technicians and cadres undertaking education was four times larger
than that of workers.

2. This very rough result was obtained in the following way. The average working
life of a person was put at 45 years and it was assumed that within this period every
person would take a one year leave frr higher education, If the full everage wage was
paid (and ,there was no bunching of leave periods at particular age groups), the overall
cost wduld amount to I/45th of the wage bill. Since wages and salaries are generally
around 60 or 70 per cent of GDP, the cost could amount to I} per cent of GDP.
Adding to this one third for instruction costs (a rough estimate based on an average
of the figures shown in G. Psacharopoulos, Returns to Education, An Lterncn(onal
Comparison, London 1973, Appendix D), give3 almost 2 per cent of GDP. The instruc-
tion costs estimate is roughly equivalent to a 0.50 " cost ratio ", i.e. to a ievel of inputs
per student somewhat below the present w.erage inputs in higher education (see Table 6).
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A'SUMMAR

The three programmes which have just been discussed represent only
some of the new alternatives which may be open to countries in the educa-
tion field. Other schemes have been advocated which cou1,1 also imply
increases in spending. But, in terms of expenditure, these are probably
the most important additions to formal education which might be expected
over the coming decade. Their macro-economic costs are summarised below
(in terms of increases in GDP shares in 1985):

Pre-primary education 0.1-0.3

Recurrent education 0.5-1.0

Compensatory education n.a. (but probably some upward effects on
costs in the formal education system)

It will easily be seen that the ircreasing claims on resources which
could be forthcoming (from ; to I per cent of GDP) are equal to or
greater than those implicit in the hypothetical projections for the formal
educadon system contained in the preceding chapter. But it is also clear
that these figures are over-estimated for a number of reasons:

i) For both pre-primary and recurrent education, they imply very
high " enrolment ratios (near-complete coverage of young children
and a one year period of training for a large proportion of the
labour force). It is highly unlikely that most countries will go so
far in one, let alone both, these directions;

ii) They do not :low for the existence of widespread private systems
in both fields; public involvement may increase governments'
financing problems but would not imply as large a cost in terms
of resource allocation;

iii) In some ways, they are alternatives to the formal educational
system, notably in higher education, and could not, therefore, be
added without prior adjustment to the projections presented in
the previous chapter.

Hence mOre realistic estimates might be in the range of ; per cent of GDP,
with efforts perhaps concentrated on pre-primary schooling (the field in
which " compensatory" effects might be most important), and more modest
increases in adult education.

A more realistic projection would also include the opportunity costs of
the programmes. These can hardly be quantified. But it should not be
forgotten that recurrent education implies a loss of output to the economy.
This loss is, of course, short-run. Over the longer-term it could be argued
that output would lie above the level it would have reached without re-
current education. Pre-primary education, on the other hand, by freeing
mothers for work, can provide an offset (provided the demand for labour
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adapts to a larger supply of female workers). Th. 'Mal effects on output
levels will depend on the respective productivities o. the two labour forces
and on the changes in their sizes, as well as on the initial level of unem-ployment. On balance, some shortfall ;n GDP would seem inevitable, at
least for those countries which plan to extend considerably their program-
mes for adult educatk n.
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Chapter 5

SOME ISSUES FOR ECONOMIC POLICY

A very large number of issues can be considered in the field of educa-
tion. But most of the problems which are raised are usually of a specialised
nature and are of concern te the educationalist iather than to the econo-
mist. The general focits of this paper. :;.s well as the main interests of
Working Party No. ,2, suggest that ary discussion of policy issues should
concentrate on the macro-economic expenditure flows. The hypothetical
projections outlined in the previous two chapters will be taken as a starting
point. It was shown there that, ; iew of a relatively more rapid rate of
inflation and the requirementF 4dditional programmes, the share of
public education budgets in GDP was highly likely to increase over the
coming decade. Such an Increase may appear disturbing to policy makers
who are already faced with growing demands for other public goods and
services. The present chapter will try to see whether means exist which
could limit the future burden on governments of rising d":.mands for educa-
tion. Two main topics will be discus :

i) The savings which could be achieved by a more "efficient " use of
present resources;
The alternatives open in the financing field, notably for higher
education.

:it must be stressed that, in both these areas, little can be said of a positive

nature; nearly all statements regarding the " efficiency " of the education
system or the choice between the public and the private sectors are, in the
end, value judgements and will depend on society's prefeiences. As a result,
this report can do little more than pose a few alternatives in very general
terms.

REDUCTIONS IN COSTS

The most obvious way in which economies could be achieved would be
to reduce the present number of students. Flut tois is unlikely to be
politically and socially acceptable. Short of such a drastic and unrealistic
alternative, more limited possibilities of sa_ogs can be explored in the
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areas of unit costs per student and duration of study especially, in the
latter cases, in the field of higher education. Given the highly 1abour-
intensive nature of education and the earlier estimates which showed that
by far the largest rise in expenditure over the coming decade was likely to
come from the impact of relative price changes, it is clear that the greatest
potential gains could be derived from a reduction in this labour intensity
which did not at the same time adversely affcct the quality of teaching.

i) Unit Costs

A large part of the growth in av,:rage real costs per student ,:an be
accounted for by changes in teicher/ student ratios which are in turn,
influenced by teaching "loads",' the variety of coal-so, and class size.
The general reduction in the length of the working week and the growing
complexity of modern societies make it unlikely that any savings could be
achieved by expecting teachers to work longer hours or by cutting down
on the number of courses. Hence, reductions in costs could only be ob-
tained by a reversal of the fairly widespread past trend towards smaller
classes. Future developments in this area will respond to social and political
pressures, but there are two aspects worth noting. On the one hand, re-
search which has been carried out on the relative efficiency of smaller
versus larger classes is unable to conclude that student performance is
positivdy related to small group teaching.2 On the other hand, economic
growth is increasing the demand for specialised skills which require a frag-
mentation of the curriculum into narrower and more numerous subject
disciplines. Similarly, the growing awareness of the needs for individual
development, both in leisure and vocational activities may well require a
greater degree of personalised instruction. Such trends will tend to demand
more teaching staff rather than less; particularly at the lower levels of
education.

If the scope for savings on labour inputs appears limited in view of the
contrasting influences just mentioned, capital-labour substitution could
provide an alternative. Over the period studied, some evidence suggests that
the relation between capital and labour inputs has remained rather stable.3
At present there seems to be no consensus on whether more capital-intensive
techniques (like language laboratories, audio-visual systems, television) are
an improvement over traditional teaching methods. From an economic
standpoint, and given the large overhead expenditures involved, it seems
that they would only beoorne financially viable at very large scales of
operation, larger than those presently achieved, by most schools. Conse-
quently, Aich techniques are probably better suited to higher levels of
education than to primary and secondary courses, or to "mass education"

I. The number of hdurs taught by each teacher. ,

2. See OECIDJCERI. '.1;..Class Size as a Factor of Pupil Performance: A Policy
Analysis", mimeo. 1973. f

3. Mary Garin-Paint Public Expenditure Trends", OECD Economic OUilook
Occasional Studies, July 1970
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systems such as the "Open University" in the United Kingdom. In view
of their limited scope, it is unlikely that the savings which could be ob-
tained would be very substantial

ii) Duration of Study

There is little inter-country variation in the length of compulsory
schooling (end differences have narrowed somewhat over time), but there
is wide variety in the length of university studies which go from three years
in some countries to seven years in the Netherlands.' The scope for savings
here would seem to be limited to countries with long degree courses. A
very simplified estimate, usir.g the data of Table 6 above, shows that a
reduction from, say, four to three years in the length of higher education
(equivalent to a 25 per cent fall in the demographic ratio), could, on
average, reduce spending by almost a per cent of GDP. This is a non-
negligible figure, but would seem to be an overestimate. Quite apart from
the question of whether three years are preferable to four from an educa-
tional standpoint, it is clear that an ,Icross-the-board reduction is not
possible. In some faculties longer studies are inevitable. Moreover, overhead
costs are unlikely to be reduced proportionately to the number cf students,
and any savings can only accrue through time. But even if the potential
economies are likely to be much smaller than suggested by the hypothetical
example here used, there would seem to be scope, at least in some fields,
to reduce the lengt.h of university studies (or to pursue furthei experiments
with shorter degree courses which now exist in parallel with the longer
courses in a number of col ntries). Some further, though probably much
smaller, savings could be .,,hieved by lengthening the duration of the
university year which often includes as many as 20 weeks vacation. Indeed,
curtailing the latter could provide a partial offset to the shortening of the
number of years of stud:, .

ALTERNATIVE HNANCING SCHEMES

Such considcrations show 0-1, there is some scope for act:on. None-
theless, the overall savimp iabour and capital inputs wiich can be
achieved, assuming that no dire:A measures were taken to restrict access
to education, would seem to be relatively limited. Some attention my
therefore have to be given to ways of finanng at least part of tLe
expectedgrowth in expenditures without recourse to the pubiic budget.
This issue raises the major problem of the respective roles of the private
and state sectors in education. The tentative projections made so far have
assumed that there would be no change in the share of priate education
in the total, but this will of course not be the case should countries allow
private institutions to grow faster. Such a course of action wouid not

I. Recently plans have been proposed to reduce this by an average of two years.
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change the magnitude of the resource allocation problem which has to be
met in the future, but could ease the financing difficulties of the public
sector.

Data on tl,e relreive shares in expenditure of the private and public
s:ctors are not easily available. But it ./ould seem that the proportion of
private expenditure in total spending tends to rise as the level of education
increases. Thus, while countries usually feel that the lower levels of educa-
tion require almost total public support (even up to the provision of books
and materials in some systems), most governments implicitly require more
private spending at university levels) Such a situation is unlikely to change.
Free public, or subsidised, private education will go on being provided up
to the end of compulsory, schooling and probably to the end of upper
secondary school. Questions of alternative forms jf finance can, therefore,
be restricted to higher education.

Public support for higher education takes two main forms: direct
subsidies to institutions.(which allow the tc...ying of very low fees), and/or
student maintenance in the form of grants or loans. Countries yary in their
use of these two instruments; with the emphasis on loans apparently, wide-
spread in Scandinavia, subsidies important in s.:velai Continental EEC
Member countries and grants representing a significant share of British
expenditure. It will be assumed that countries will not wish to reduce their
direct or indirect help to students via grants or loans. Hence, the scope
for budgetary savings can be discussed under two main headings:

0 A reduction in subsidies to universities and other institutions of
higher education, accompanid, perhaps, by some increase in
student help ;
A shift in the Emphasis in student support from grants to loans.

The first alternative would increase the influence. of Market forces in
higher education. Fees would have to be raised and students, even if helped
to a larger extent, would ,make choices between different faculties and
degree courses, to some extent depending on their costs. This has been
advocated by some in order to make higher education institutions more
"consumer-oriented". But there are two important drawbacks to such
policies. Firstly, fees which are nearer to full costs would regulate entry
into high cost subjects and would increase inequalitydof access to univer-
sities even with higher levels of student aid. Thus, the system would be
even more socially seective than at present. Secondly, cost pricing raises a
number of difficult pr-blems. Prices should reflect social costs, teachers'
salaries in various faculties may have to respond to demand and supply
forces rather than to administrative regulations; the costs of teaching and
research should be separated and properly assessed etc. It is unlikely that
countries will want to relinquish their preseat control over university educa-
tion and research activities in favour of improved resource alloCation, in

age.
I . Not. to speak of the much larger private foregone earnings for students *of that
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order to achieve savings in expenditures, which will in any case be at least
partly offset by increased student maintenance costs.

The alternative and much discussed avenue for savings has been the
proposal to shift the emphasis in the natvre -r student support. Scholar-
ships and other forms of direct help, which have not been explicitly con-
sidered in the earlier analysis of past and future growth in expenditures,
represent a sizeable share of higher education.budgets in a number of coun-
tries (roughly of the order of 10 to 15 per cent). Proponents of economies
in this field have usually argued that a loan system should be substituted
for the payment of direct grants or even for subsidies to higher institutions.
Such an approach may not only save on costs but could also limit some
of the regrcssive influences of the present system of financing (at least in
those countries which do not rely o*; meansrtested grants to students). It is
increasingly held that, since the proportion of members of the upper income
groups which enters higher education is greater than that of the lower
income groups, it is the richer members of society who derive most benefit
from government subsidies. SecondQ., and more generally, insofar as
graduates are likely to have higher earnings over their lifetime than non-
graduates, large subsidies to higher education involve a transfer of income
to those who will generally be better off.

These various reasons have stimulated interest in systems which
provide loans to students. By this means, it is argued, students from poorer
backgrounds will still oe able to pursue higher edehmtion, but will refund to
the community sonic of the increased earnings that they will normally ob-
tain as a result. Further reasons for advocating such a change are that it
might ; (i) induce in students a more responsible attitude to their studies;
(ii) discourage those -students who are unlikely to benefit from higher
education from embarking on it as long as it is virtually free simply
because they have not ye decided on any other post-school activity; and
(iii) kali students to sure that they are getting "value for their
money" by taking more interest in the efficiency of higher education and
the quality of the instruction they receive.

On the other hand, there have been many objections to such systems.
Quite apart from the problems raised by full cost pricing already touched
upon on page 66 above, loans could increase wastage rates by en-
couraging students to work to reduce their debt. They also raise numerous
administrative problems such as exemption of women students who marry
and drop out of the labour force, ways of coping with people who even
after graduation are unable to find sufficiently remunerative work, or with
graduates who emigrate, and so on. More important causes of disagree-
ment concern the issue as to whether loan repayments should be a function
of future income and the effects of loans on equality of opportunity.
Whether a loan scheme will encourage students from poor families to enter
higher education will depend uPon the form and extent of the support
system already existing, the terms of the loans and the coverage of risk.
If no alternative system exists, then a loan system would clearl tend to
improve access. In Scandinavia, where loan systems are in force on a large
scale, there is no indication that lower income students (or women) are
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discouraged from study. But it is unlikely that this issue will ever be
clarified given the large number of other factors which affect the social
composition of university entrants.

More relevant to the present discussion is the question whether the
introduction or extension of such programmes could reduce the burden on
public financing. This will depend on a large number of factors (e.g. the
size of the interest rate subsidy, repayment terms, the number of students
entitled to loans, previous amount of grants extended etc.). In countries
in wilich student maintenance is largely assured by the state (e.g. in the
United Kingdom), a shift to loans could eventually reduce government
spending. But, in countries in which scholarships are much smaller, the
financing needs of a loans scheme may have to cover not only university
fees but also living costs during the period of study. In such cases, expen-
diture would presumably have to increase at first and it is only later, as
students repaid their debts, that economies could be achieved. These, how-
ever, may not be very significant since loan schemes may not be fully
self-financing, especially if the student population rises rapidly.' Evidence
on the respective (economic) merits of loans versus grants is, unfortunatdy,
scanty and it is difficult to provide hypothetical estimates given the very
larg: number of alternative assumptions which can be made. This is clearly
a field in which governments may wish to conduct more research.

The discussion so far has been unable to show that there is much
scope for economies in the educational field. Some general statements have
been mace. applying almost exclusively to higher institutions, on the desir-

ability of stretching the university year, while shortening the length of
degree courses, or on the possible advantages of changingthe forms of
student suPport. But, even in such areas, the economies which can be
made may not be very laige and the results, in terms of " educational
output", " efficiency" or "equality ", uncertain. A more important measure
through which savings could be achieved would be to halt the tendency for
smaller classes or even increase pupil/teacher ratios. But it is likely that
such moves would encounter greater resistance from teachers unions,

parents, and studenti themselves, all of whom will probably continue to
feel that closer contact with the teacher in small classes is preferable, even
though there is little evidence that smaller classes improve academic per-
formance. It would thus seem that though there is some scope for govern-
ments to hold back education costs in the future, it may be difficult to
achieve significant economies.

I. Calculations for Denmayi show that when fully developed, a loan scheme which
involves some interest rate subsidy and a repayment period of 10 years, would generate
from 20 to 70 per cent of its expenditure from repayments, depending on the subsidy's
size and would never be self-liquidating. See M. Woodhall, Student Loans: A Review
of Experience in Scandinavia and Elsewhere. London 1970, p. 125.
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SUMMARY AND CONCLUSIONS

SUMMARY

This broad survey of public expenditure on education raises many
more questions than it answers. Education, per se, has rightly attracted
great research, efforts in such fields as teaching methods, curriculum reforms
or school achievement. But this has not been matched by an equivalent
flow of studies on the economic implications of rapidly rising expenditures..
This no doubt reflects both the formidable statistical problems, and the
whole complex of intangible and difficult questions surrounding any assess-

, ment of the " output" of the educational system.
The work done preparing this report .confirmed that the statiitical

material available for a cross-country comparative analysis of expenditure
or education is extremely inadequate. Hence it has only been possible to
proNide a summary analysis of the factors underlying past trends and some
very tentative suggestio, a's to possible future developments. Very broadly,
and bearing in mind the data problems frequently mentioned in the body
of this report, Chapter I shows that:

0 In the " average" (and non-existent) OECD country, public
expenditure -on education (close to 90 per cent of total expen-
diture in this field), accounteo for some 41 per cent of GDP in
the early l970s, and covered about 20 per cent of the population ;

ii) Some 8() per cent of this expenditure, and over 90 per cent of the
students, v. -re concentrated at the primary and secondary level,
the rest being accounted for by higher education;
Higher education, though absorbing less resources than other
leYels, was much ri,Gt. expensive the education of a university
student costs sOme ames more than the education of a school
child.

These broad averages do not ci course apply equally to all countries.
Shares in GOP vary from peaks 7 to 8 per cent in some of the richer
Member countries like Caneda, ti; Netherlands -and Sweden to lows of 2
to 3 per txnt in the Mediterranean area. Some international uniformity
exists, however, at the primaryand seconda-y level, where most enrolment
ratios (students as a percentage of the relevant eze group) reach 90 per cent..
-levels and where costs per student duster surprisingly closely around
figure of some 2C cent of per capita GDP. But the diversity is much
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greater for higher education. Enrolment ratios go from lows of 12 to 15
per cent in Austria, Switzerland and the United Kingdom, to peaks of
45 per cent in North America. And costs per student vary from 40 to 120
pei cent of per capita GDP.

Between the early 1960s and the early 1970s, the, share of expenditure
in GDP rose, on average, by about 1 percentage point, and did not fall
in any Member country. The main features were:

i). IA relatively faster growth of prices in the educational sector
which alone accounted for over 50 per cent of the increased share;

ii) A modest increase in expenditures on primary and secondary
education reflecting both some increase in student nunibers and a
slight tendency for seal inputs per student to rise faster than
per capita GDP;

iii) A spectacular in.:rease in higher L., s.ication common to practically
all countries; which reflected a near doubling in the number of
students but ',vas also accompanic,a by a 20 per cent fall, relative
to ttie growth af GDP per carta, in real inputs per student.

_

In summary, the anal:, sis coldamet; in Chapter 1 indicates that, over
the la'st dede., the buoyari Tailion of education expenditure a one
third increase in its share in (iDP has been due to two main forces: a
very sharp rise in numbers enrolled, especially in higher education, and a

..ziore rapid rale of price increase in this sector than in the rest of the
economy.

The hypothetical projections of expenditures on the traditional educa-
tional system to 1985 put forward in Chapter 3, suggest that:

i) Demographic forces, which made little contribution, either way,
to the trend in expenditures in the 1960s should be working so
as to reduce future requirements by- as much as per cent of
GDP ; '

ii) The effect of likely changes in enrolments and in costs per
student. is hard to assess, but, ander a set of simplified and more
or legs plausible assumptions, neither may do much more than
offset the negative impact of demographic trends;

lit) Though in real terms, rfierefore, the share of expenditures in
ODP may not rise -inicn ahove the early 1970s level, in current
prices, a rise of perhaps percentage points in this share cannot
be excluded given that the deflator for educational expenditures
will akmost certainly continue rising faster than the overall price
level.

In addition.to primary, secondary and higher education, as traditional-
ly understood, fucther increases in the relative share of educational expen-
diture could come from a number of new programmes which are discussed
in Chapter 4. These covg pre-primary education, compensatory education
(which involve§ particular, efforts designed to improve the chances of
children from underprivileged groups) and recurrent education which would
allow much greater opportunities to adults for alternating education and
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work. The possible costs of such programmes are difficult to assess. Some
very tentative estimates suggest that increased exp'enditures in these areas
could raise the share of educational expenditure in ODF by around to

I pa.trcentage points. In some cases these expenditures might be replacing
spending on traditional education. On the other hand, hcwever, they could
involve in the case of adult education some short-run losses in output.

ISSUES

It is difficult to move from this statistical analysis of broad trends to
some evaluation, however, tentative, of the achievements of past expen-
ditures and of the needs kr new ones. The near absence of official state-
ments on the main objectives of expenditure makes it impossible to assess
whether the increased resources w hich have been allocated to education
have fulfilled particular goals. It is probably unrealistic to expect precise
*formulations of aims and intentions. The public seCtor cannot follow the
decision-making process of a private firm. Many of the alternative choices
in education can only be taken on the basis of value judgements which will
differ from country to country and 'from period to period. Nonetheless,
it is arguable that in a situation in which real resources are normally under
pressure, some statement as to the more important aims of educational
expenditure is desirable, even if this may subsequently be subject to political
change.

In the absence of such statements, Chapter 2 has put forward a brief
list of possible aims and discussed the extent to which they may have been
achieved. But the discussion is inconclusii;e. It is very difficult to measure
the extent to which education has contributed to economic growth or to
social or economic equality. Apparent progress may have seemed slow if
measured against the high expectations put on education not so long ago.
But it is arguable that the effects of more education on both growth and
social mobility can hardly be assessed, let alone measured, in the short-
run. Such effects may well take decades before they can be clearly
established.

Future claims on resources cannot therefore be judged on a straight-
forward cost-benefit basis. Any assessment of whether increasing expen-
ditures on education are warranted or not wiE crucially depend on society's
value judgements in this area. For primary and secondaiy education, the
decision to provide free, universal and complilsory schooling has been
generally accepted and so has the State's responsibility for directly ensuring
that this objective is met. Rising expenditures in this field are a natural
consequence of these decisions. It is not evident from recent experience that
the pressures for increased expenditure at these levels will strengthen. On
the other hand, it would seent likely that the tendency for real inputs per
student to rise roughly in line with per capita incomes will continue and
that the scope for significant e,:onomies in this area is limited.

Increasing demands are more likely to come from other components
of the educational system and notably from the nes;, programmes singled
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out in Chapter 4. Many of these are still in the stages of experimentation
and their efteos cannot be firmly judged. Yet various arguments can be put
forward to support the view that, individually or combined, they could
make a worthwhile contribution to furthering some of society's aims in the
future:

If a major preoccupation in the years to come is going to be with
output and productivity, then compensatory education can help by
allowing a fuller use of the potential of under-privileged groups,
pre-schooh education by freeing mothers for work, and recurrent
education (whatever the short-run output losses) by making higher
education more responsive to the needs of the economy and by
spreading learning through a larger share of the population;

ii) lf, on the other hand, society will to some extent be placing lesS
emphasis on the aims of faster quantitative growth, and will be
giing more attention to qualitative iSsues such as equality and
cultural values, these types of educational programmes, and
notably positive discrimination in favour of disadvantaged groups,
could make a positive contribution.

\ very broad picture of rising expenditures in these various fields;
with roughly constant shares in GDP for primary and secondary education,
may thus be considered .socially justified in many Member countries. The
position is much less clear in the field of higher education. Here, however,
it is less evident that increasing expenditures are inevitable. Some small
increase is implicit in the projections shown in Chapter 3, but recent trends
in enrolments may- throw doubt on this. In a number of countries in the
area after the very rapid expansion which took place in the late 1960s
and early 1970s, the growth in student numbers has not only slowed down;
but actually fallen.

This may merely be a temporary ph nomenon and higher education
may over the longer-run resume an upwa d trend. After aH, a century ago
universal primary education was hardly regarded as a priority; a hundreki
years hence it may well be felt that society is rich enough to provide suffi-
cient funds for all its citizens to attend university. An alternative vieW,
howeer, could argue that the benefits of Iigher education are very largely
privately apnropriated and that there is point beyond which taxpayers
should not finance the econnmic promotiOn of young people especialljt
if they stem mainly fini already favoured so6io-economic groups. According
to the first view, budgets for higher ede,cation will continue to grow.
According to the econd, resources could be devoted to socially more
productive uses and some measure of privite financing should be rein-
troduced into uniersity education.

A partial return to market forces wOuld with egalitarian
objectives, unless accompanied by an ,extensive 4nd subsidised ;oan system.
It is true that, so far at least. the impact 01 higher university enrolment
ratios on equality of opportunity appears io have been modest. And it
could be argued plausibly that using the funds originally earnwrked for
education 10 re directly to reliee poverty could achieve greater social
results. On the other hand, such an approach, if'. successful, would tend
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only to IeJeve poverty at a moment of time, rather than deal with one of
its causes. nd, as was advanced in Chapter 2, the slow effects upon
equality, to Lte, of more accessible higher education may stem from the
long time-lags -before social and economic barriers break down. Nor can it
be ruled out that pressures for slowing down the growth of higher educa-
tion might be coming, in part, from those- social classes which have
benefitted most from past expansion, whose enrolment ratios are near to
saturation and whose lifetime earnings could be eroded by further growth
in the number of graduates.

One of the purposes of this report has been to document more fully
the proposition that future public expenditure on education will not, or
should not, be simply an extrapolation of past trends, but will depend
importantly on choices by society, or rather by governinents acting in its
name. Whether the social aim is more equality or more productivity,
higher education and the other educational programmes in this report can
.to some extent be regarded as substitutes. If it is felt that greater inroads
into the inequality problem can be made by concentrating on infants than
by increasing university places, then it is pre-school rather than higher
education which may heed expansion. If, similarly, it is felt that productive
potential can be enhanced by shifting to forms of recurrent education, then
what may be needed is a conversion of university curricula and structures
to meet the demands of a much larger pr.$portion or adult studenti rather
than continuing growth in the enrolment of students just out of secondary
school.

These various choices have, of course, very different expenditure
implications. Only very rough orders of magnitude can be given here. If
the choice were to be between pre-primary and higher education, it will be
important to know that the cost of a university student to the public
budget can, on average, be four times larger than that of an infant
attenting a nursery school. In addition, pre-school education frees mothers
for wor' . .,hift to recurrent education may not bring about direct in-
creases in expenditure flows but involves costs in the form of losses in out-
put, at least in the short-run. These are just some illustrative examples.
Others could be provided. The main point, however, is not whether such
figures are accurate estimates of possible alternatives, but rather the fact
thzt such alternatives will have to be faced in the coming decade. It is
unlikely that the past rapid growth of expenditures, subject to apparently
few constraints, can go on as the OECD arca moves into a situation in
which conflicting claims on possibly more slowly growing resources
become increasingly difficult to satisfy.

Of course, an analysis of the kind contained in this report can only
previde some india.Lion of the overall constraints and estimates of the costs
of various programmes. Beyond this, the issues are.of a different nature.
The decision as to which aims the educational system should fulfil and
how much public expenditure should be devoted to fulfilling these aims
is essentially a political decision. And the choice as to which ai.e the best
instruments to achieve such aims is, and will remain, the prerogative of
the educationalist.
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I. STATISTICAL PROBLPOS
AND METHODOLOGY

SOME DATA LIMITATIONS

As mentioned in the main text, the majority of the data available on
education cover public education spending on direct education costs. How-
ever, such statistics, while giving a general outline of the developments in
Member countries, are insufficient for an analysis of the education systern
as a whole, because (i) private educational expenditures are important in
some countries, (ii) they do not always include all public expenditure on
education, and (iii) the data are not always consistent or comparable
between countries.

i) Completeness of the Expenditure Data

Data on public education spending can considerably under-estimate
the total resource cost of education. First, direct private spending on educa-
tion is important in some countries, such as the United States, and partic-
ularly Japan, where the private higher educatich sector is large, or Spain,
where relig;ous institutions have undertaken an important role in primary
and secondary educational institutions. In addition, there are numerous
proprietary schools and technical institutes in many countries which have
an .important place in the post-formal education system. Second, society
incurs considerable educational indirect costs in the form of foregone
earnings, public ma:ntenance or " on-the-job" training. These are generally
not included in official budgets or any other figures on the costs of educa-
tion. Therc is controversy over the value of including such estimates in the
cost of education, but some policy judgements can go oadly astray if this
information is not available.

ii) Comprehensiveness of Public Ex
P

enditure Data
\

Errors in public educational expenditure often occur because some types
of education services are provided by Ministries of Labour or Social Wel-
fare, e.g. industrial training and pre-primary education. Public expenditure
on student maintenance is sometimes not included in the education budget
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but appears elsewhere in the public accounts. Offsetting this, education
budgets often include substantial items such as school meals which, for
some purposes, one might want to classify as soci..11 transfers rather than
education spending. Where possible, these items were nut incl.,(:;d.

iii) Statistical Inconsistencies and Comparability between C'ountries

Recourse was made to several sources of statistics which were not
always reconcilable. By and large, national sources were used for the l5
countries covered in detail in the report while OECD sources were used fo,
countries outside this group. This posed problems of comparability between

countries. This loss was counterbalanced by a greater certainty that within
the restricted group the number of students corresponded to the expen-
ditures. Accuracy, in this context, was increased by combining primary and
secondary edudation levels rather than dealing with them separately. In some
countries, only the sum of the two levels was available whilst changes in
the definition of each level made it impossible to have consistent time series
for primary and secondary education separately in 1.11and, Germany and

Sweden.

DATA SOLi'.
AND CALCULATIONS US FEXT TABLES

Table I. RMATIVE SIZE OF ',ND TEACHER POPU-
LATIONS

Students were defined as :n.: -t-time, but pre-primary
education was not included. For ..ies covered in Jetail, the
data come from the tables shown in The data source for other
countries is the OECLYs Educationo, ) Yearbook. All the figures on
teachers were taken from the Educatic. '.,atistics Yearbook.

Table 2. P U BLIC EV'ENDITU R E "; DUC/ TION

for the 15 countriei, ..ivered in detail, the underI7,ing data were taken
fiom: the tables shown in thi, Annex. r or the reminder, the source was
',he Educational Statistics Yearbook, Vol. I, Table 32. Data include both
current and capital expenditure but the definitic-. o' the boundaries of the
education system is no; known for individual ccithes (see page 47 of the

Educational Statistics Yearbook), thus limitink ,,:m%arability. Elasticities

were defined as the ratio of the perantage cha -;., it. .e c. Iv:lion expenditure

over the period to the percentage change in CDP.Q,--9.1

Table 3. SHARE OF PUBLIC SECTOR IN TUT CURREN-1 i.:X-
PENDITURE ON EDUCATICN

data come from country s It: 11ions to the OECD of their
National Accounts statistics fnllowing the " Piesent SNA" system. Private

expenditure on education is part of item g of private consumption as shown
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in Table 1 of OECD, National Accour.s of OECD rountries. The figt.tre:,
for Japan and the United States werk taken from the tables at the e5d
this Annex.

Tables 4 to 6. PUBLIC CURR1 EXPENDITURE, EARLY 1970s
All Education Le-el- Primary and Secondary and Higher
Education

These three tables, subdivide ziucation expeneL. into three contri-
buting factors, as defined in lite :,.t an page 14, fo: the 15 countries
Covered. The expenditure figures .7.... ver only currmt spending and do not
include the private sector, eve' t?.,auth it may'be .*ensively subsidised by
the State.' For those countries w....cfe the private s...,;.:Zor is large, the sum of
public and private expenditute is included in !...,*,;:kets to place the public
sector. in perspective. The figures for tke :evels may not add to the
total because of undistributed a Irr.inis;,ae ..sts which have not been
attributed to each level.

Enrolment ratios are " gross" i.e. -'! s:;dents in a level are divided
by the population of a representative ap woup. These age groups were
based on the average length of studies. r.:culties were sometimes encoun-
tered at the upper secondary l-nl where the length of schooling varies
depending .on streams and, iri somt: .,,untries, student numbers drop off
quite quickly after compulsr:ry r.::oling ends. In other countries grade
repeating prolongs studies bc..,orti' the normal study age. Hence, the repre-
sentative age group for !,tar,',.17 and secondary education were chosen by
inspection. They are show-, i.: the country tables below. For higher educa-
tion, a standard four-year .1,eriod after the end of secondary education was
taken for all countries. ans can be open to considerable error as the
length of studies varies considerably from country to country.

Tables 7 and O. CHANGES IN PUBLIC EXPENDITURE 1963 to
Eai!.. :170s; Primary and Secondary and Higher Education

These tables s .7ranges in the levels indicated in the previous table
over the base period. The relative price increase is defined in the next
section rif this annex which shows the basic data employed. The contri-
bulion to the total change vvas derived by the following formula :

If X1 (at ) (b1) 'c1)

and Xi = (a2)(b2)(c2)

then the contribution of a to the change X 2 - X is equal to

+ b2) (c1 + c,)
,(a2 -a1)

2

I. Except for Finland and France.

7 5



80 Public expenditure on education

1fe,.,,t1 of public education expenditure given in these two tables

are in Ler:ls of education expenditure as a percentage of GDP. The growth
of educatios: Txpenditure without reference to GDP can also be of interest
and figures are provided in two tables at the end of this section. In this
case, the definitions differ only in costs per student which are no longer
divided by GDP per capita. In addition, a column is also added on GDP

deflators.

Table 9. GROWTH RATES IN FULL TIME STUDENT ENROLMENT

Numbers were drawn from OECD sources and do not directly corre-
spond with the data employed for the group of 15 countries dealt with in

detail.

Table 10. PUBLIC CAPITAL EXPENDITURE, 1963 and early 1970s

Data for Finland include investment in the public sector as well as
capital expenditure in the private sector paid for by the public authorities.

Annex Table I. PRE-PRIMARY EDUCATION

Numbers
enrolled in
the early

1970s
(thousands)1

Enrolment
ratios
in the
early

197052

Additional
expenditure as a
per cent of GDP

in 1985 (real)

Enrolment
0.75

ratio :
0.90

Australia (1970) 194 0.396 0.28 0.38

Austria (1971) 127 0.533 0.05 0.12

Belgium (1972) 445 1.556 - -
Canada (197071) 400 0.551 0.10 0.19

Finland (1971) 41 0.269 0213 0.32

France (1973) :2,392 1.340 - -
Germany (1973) 1,567 0.822 -0.10 -0.07

Italy (1972) 1,466 0.831 - 0.01

Japan (1971) 1,716 0.525 0.08 0.13

Netherlands (1970) 492 1.027 - -
Norway (1971) 15 0.115 0.50 0.62

Sweden (1971) 131 0.530 0.08 0.18

Switzerland (1968) 140 0.681 0.01 0.07

United Kingdom (1971;72) 351 0.192 0.16 0.21

United States (1972 73) 4,231 0.624 0.10 0.18 ..

1)ispersion3 0.388 0.15 0.17

Aeragc4 0.548 0.145 0.205

I. Ifichides private sector.
2. la per cent of two year age group preceding compulsory primary education.

3. Measured by standard deviation.
4. Geometric mean.
5. Arithmetic mean.
Source's : OECD. Educational Statistics Yeurboole. 1974 and sources quoted in (7ountry Annex tables.
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Annexe Table 2. FACTORS CONTRIBUTING TO THE GROWTH OF PUBLIC EXPENDITURE ON EDUCATION
1963 TO EARLY 1970s'

PAIMARY AND SECONDARY EDUCATION
Average annual percentage changes

Growth rate of
current public expen-

Growth rate of contributing factors
Growl

diture 9n education Public expenditure deflator Enroiment rate
of rea

Nominal Real Total GDP
d eflator RPED 2 Total

Relevant
age

group

Enrol-
ment
ratio

inputs i
studen

.

Australia 15.0 8.0 6.6 4.0 2.5 3.1 1.8 1.3 4.7Austria 3 16.7 8.7 7.3 4.1 3.! 2.9 1.4 1.4 .7Belgium 12.1 5.7 6.0 4.5 1.5 1.8 0.9 0.9 :/Canada 17.0 10.1 6.3 3.8 2.4 3.3 2.3 1.0 .5
(17.0) (10.1) (1.0) 6.5)Finland 13.1 4.2 8.6 6.8 1.7 0.5 -1.6 1,9France 13.3 6.8 6.0 4.8 1.2 1.2 0.1 1.1 3.6Germany 14.4 7.2 6.8 3.9 2.8 3.2 2.4 1 0.9 3.8Italy3 10.1 3.2 6.7 4.5 2.1 1.8 0.7 1.1 .1.4Japan 14.3 5.3 8.5 4.8 3.4, -1.9 -2.3 .0 4 7.4
(14.3) (5.3) (-1.5) . (0.7) (7.0)Netherlands 15.0 3.9 10.7 , 5.5 4.9 1.6 0.1 1.5 2.3Norway 12.6 6.5 5.7 5.2 0.5 1.2 -0.1 1_3 5.3Sweden 13.2 5.6 7.2 4.8 2.2 0.8 -1.2 2.0 4.7Switzerland 11.9 5.1 6.5 5.4 1.0 2.4 1.2 1.2 2.7United Kingdom 10.4 5.3 4.8 3.8 1.0 2.1 0.8 1,3 3.1United States 11.3 5.6 5.4 3.8 1.6 1.4 13.7 0.7 4.1
(10.9) (5.2) (1.0) (0.2) (4.2)

Average4 13.4 6.1 6.9 4.6 2.1 1.7 0.5 1,2 4.3

I. For the precise year covered for each country in the early 1970s. see Tab e 4. 4. Arithmeiic mean.
2. RPED = relative public expenditure deflator.

Note : Figures in brackets cover both private and public expenditure Figural!3. Total expenditure (capital and current), not multiply up because of rountiings.



Annex Table 3. FACTO.RS COi 'i.IBUTING TO THE GROWTH OF, PUBLIC EXPENDITURE ON EDUCATION,
1963 TO EARLY 1970s'
HIGHER EDUCATION

Average annual percentage changes

Growth rate of Growth rate.of contributing factors
current public expen- GroW
diture on education i. Jblic expenditure deflator Enrolment rate

of rei

Nominal Real Total GDP
deflator RPED2 Total

Relevant
age

group

Enrol-
ment
ratio

inputs
stude

Australia 17.1 9.9 6.6 4.0 2.5 13.4 3.3 9.8 -3.1
Austria3 191 10.9 7.3 4.1 3.1 4.7 1.7 3.0 5.5
Belgium 19.0 12,2 6.0 4.5 1.5 10.4 2.6 7.6 1.1
Canada 29.7 22.0 6.3 3.8 2.4 12.3 5.3 6.6 8::

(35.4) (27.0) (11.9) (6.2) (13A
Finland 20.2 10.7 8.6 3,.8 1.7 8.3 5.1 6.0 2.:
Frence ' 16.3 9.7 6.0 4.8 1.2 11.5 3.3 7.9 71A
Germany 11.7 4.6 6.8 3.9 2.8 5.8 0.5 5.3 -1.1
Italy 3 19.0 11.6 6.7 4.5 2.1 11.2 1.2 9.9 0.2
Joan 13.1 4.3 8.5 4.8 3.6 5.6 0.6 5.0 -1.2

(15.6) (6.5) (8.6) (8.0)
Netherland% 20.7 9.1 10.7 5.5 4.9 7.6 4.3 3.2 1.4
Norway 17.2 10.9 5.7 5.2 /0.5 10.8 1.0 9.7 0.1
Sweden 17.3 9.4 7.7 4.8 2.1 9.0 1 9 6.9 0.4
Switzerland 18.2 11.0 6.5 5.4 1.0 6.1 0.1 6.1 4.!
United Kingdora 16.3 11.0 4.8 3.S 1.0 8.1 0.8 7.3 2.!
United States 15.3 9.4 5.4 3.8 1.6 9.8 3.5 6.0 -3.(

(13.4) (7.5) (7.7) (4.1)

Average* 18.0 10.5 7.4 4.6 2.1 9.1 2.3 6.7 1.1

I. 1.pr the precise year covered (or each count y it. the early 1970s. see Table 4. 4. Arithmetic mean.
2 . RPLI) = relative publ'c expenditure deflator.
3. Total expenditure /capital and current).

Note : Figu:es in brackets cover both private and public expenditure. Figs
lot multiply up because of roundings.
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Tables 13, 1g and 15. PUBLIC EXPENDITURE ON EDUCATION IN1985

In Tables 13 and 14 the figures represent the absolute change in expen-diture as a percent of GDP starting from the levels given in Tables 5 and6 of the main text. In Table 15, the effect of relative price increases is theresult of multiplying the early 1970 level by the increases in the'projectedrelative public expend:ture deflator. The increases given under each oneof the assumptions are in real terms only. Hence, to obtain a total effecteach of the real increases Imust be augmented by the rise in the publicexpenditure deflator.

PRE-PRIMARY EDUCATION

SOme figures on pre-primary education are presented in the table below.Enrolment levels were taken from national sources and the OECD's Educa-tional Statistics Yearbook. Enrolment ratios were calculated by using popula-tion data for the two year age-span beforc the beginning of primary school.The increase in expenditure to 1985 was estimated by taking the increase instudent nuinbers from present enrolment ratios multiplied by the cost perstudent in primary iucation where available (and primary and secondaryeducation when not available). The results assume that all the increase inexpenditure is provided by the public sector and that the size of theprivate sector remains stable.
-\)
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II. PRICE DEF1 ATORS
FOR EDUCATIONAL EXPENDITURES

The deflators used in this report come from a variety of sources, and
are of two main types:

i) Implicit public consumption Cleflators derived from OECD national
accounts statistics for Australia, Austria, Canada, Finland, France,
Italy, Japan, Switzerland and the United States;

ii) Implicit education deflators derived either from the national
accounts or supplementary information received from national
administrations of Belgium, Germany, the Netherlands, Norway,
Sweden and the United Kingdom.

As mentioned in the main text, a priori, it should 'be expected that the
deflator for the education sector should be higher than the deflator for
public consumption for two main reasons:

i) The labour component in education is much higher than in other
public sector activities;

ii) Wages for teachers may have increased more raphIly than in other
.sectors of the public service.

Howes)er, in the six countries where a comparison could be made, the
educatibn deflator was below the public consumption deflator in two cases,
above it in one case and in three countries rose at a roughly similar rate.

While it is indisputable that the relative size of the labour component
tends to .be higher in education than in the public sector as a whole,' there
appears to be considerable variation among countries in the rate of increase
of teachers' salaries relative to other ciVil servants.salaries. In some coun-
tries, such as Canada, where the expansion in the number of teachers and
staff was importan! at all levels, an inelastic supOy of teachc-s pro:Ably did
engender a rapid increase in salaries (these rose 9.5 per cent a year over
the period; compared with a rise in the public consump.ion deflator of
5.9 per cent a year). A similar situation may well have existed in the
United States. However, in many European countries the sift. ion appears

I . Approximately 80 per cent compared to 60 per cent for general government.
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to have been different. Recruitment of teaching staff is often more closely-
controlled by the education departments who prov,ide li e and sometimes
fully su ported training to would-be teachers throiigit rormal schools of
tenher colleges, and, in some cases, demand in return a contract of a
fixe number of years teaching before departure. In other countries; teachers
unions hale tended to have weak 'bargaining positions because of the
centralised control of the education system. 'These factors, accompanied by
the fact that teachers qualifications are often non-marketable outside the
teaching profession, appear to have led to a slower growth in wages than
in o,ther sectors.of the civil serAice.

is difficult to foresee the trends of education deflators in .the future.
Th past differences between education and public consumption deflators
may reflect temporary phenomena which in the longer run win tend to be
reversed by market forces. But the rapid growth in numbers of graduates
and the slowdown in ,the ekpansion of the education system may lead,
over the coming decade at least, to an ample supply of 'potential teachers
which may depress the growth of wages inthe absence of strong union
bargaining. It is unknown, however., how long such factors could continue
to put downward pies:Aire on wage rates in this sector without some
response on the supply side, either in terms of quality Or numbers.

Reative price deflators were obtained by dividing the publiC consump-
tion or education deflator by the GDP deflator. The Nalues of the deflators,
for education and pubhc consumption are given in the table below. The
sources used are as follows:

Australia, Austria, Canada, Finland, France, Italy, Japan, Switzerland,
United States: public consumption deflator; U.:CD, National Accounts
of O.FCD Countries. 1.961-1972, 1962-1973.

.1iii;m: public consumption deflator: National A:counts of OECD
r...untries. 1961-1972. Education deflator: implicit deflator for publ'..
cposumption of education obtained from the Belgian' authorities. Tilt:
1.....1,er also supplied a deflator for :nvestment in the educational sector
which was used in Table 10.
Germany: public consumption deflator and education deflator': internal
document from Bundesrninisterium ftir .Wirtschaft, " Relative Preise";
10.,.1974. The education deflator is a weighted average (67 per cent
wages and salaries and 33 per cent other goods and services). Weights
are based upon the work of Mary Garin-Painter, op. cit. The public
consumption deflator is taken from the Same document

Nethedands: public consumption deflator:, Dutch Natianal Accounts.
Education deflator: implicit deflator calculated fnm statistical material
recei%ed from the Central Bureau -of Statistics in thc Netherlands.

4.

Norway : public consumption deflator: Norwen Nat:onal Accounts.
'Eduation deflator: implicit price deflator ca,,,ilated from statistical .

material received from the CBS of Norway. The index is a weighted
average of a number of components of current costs broken down for
locai and central government ,.:Yenenditure.
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Sweden: public consumption deflator: Swedish National Accounts -
1963-1973. Education deflatOr: implicit price deflator for public con-
sumpticin of education from the same source.

United Kingdom: public' consumption deflator : United Kingdom
National Income. and Expenditure - 1963-1973. Education defirtor
calculated frorn official information received from the_ Department of
Education anclf Science, "Price Indices, Real Expenditures and Related
Matters". The deflator is a weighted average of ihe " Mark I" index
spliced with the old " statistical braneth" ;,,dex and the " Tress-BroWn"
index.

Annex Table-4. IMPLICIT PRICE DEFLATORS
FOR EDUCATION 1APENDITURE AND PUBLIC CONSUMPTION

(indices 1963 = 100)

-
ustralial pCD

.

1970 1971 1972 - 1973

148.5 165.4 179.9

Austria PCD 161.6 f74.5 189.2

Belgium PCD 138.2 150.3 163.4

ED , 168.7

Cana,dal . PCD ,151.4 161.3 173.2

Finland PCD 165:7 , / .
181.2 ',,9084.1 228.3

F rance PCI) . 146..1 156.6 1 .4 179.3

Germany .. PCD 157.9 174.6 190.1

ED 157.7. 176.0

Italy ,PC11) 142.7 164.4 178.5

Japan1 PCD 175.2 191.6 212.6A

Netherlands PCID 194.1 216.6 241.9

El) 205.7

Norway
,

PCD
ED

151.3
147.4

., 165.4
, .
'llo

175.2
177.1

Swec(eit,i PCD 173.1 194.1 208.9

\ , ED 156.8 171.9 182.3

Switzerland PC D ° 148.4 161.6 176.1

United 1<tngdoml PCD 156.1 177.4 186.1

ED 144.4 160.4 177.6

United Stat PCD 141.2 150.2 159.7

."---1., I.iscal,year data (Rase : 1561 I- y , 100).

Nutt : PCD = Public consumption deflator.
'ED = iducation deflator.
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III. BASIC DATA AND SOURCES

The basic data for the fifteen countries studied in detail are given in

the following tables. The data have, in most cases, been drawn from
national sources. Student numbers were, by and large, defined as full-
time students plus part-time in full-time equivalents, except for Norway.'
The private sector loomed large at the primary and secondary level only
in France, Finland, Japan, and the United States. In the Netherlands,
the totally subsidised private sector was included in the public sector. Some
data problems appeared for Finland and France where the private sector

is heavily subsidised ; in this study the subsidies wcre ii-icluded in public
expenditures. For Canada, Japan and the United Stat.-s. nrivate expen-
ditures are given as memorandum items.

I. Full-time and part-time adjustments were obtained officially or semi-officially
for Canada, Germany, the Netherlands, the United Kingdom and the United States.
For all other countries, full-time adjustmems were made by dividing part-time students

by two.

r",
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90 Public expenditure on education

A USTRALIA

1963:64' 1971 72'

EXPENDITURE (MIIlions of Australian dollar )
Primary and Secondary

Current
Capital

Higher
Current
Capital

Total2

STUDENTS3 (thousands)

Primary and Secoodary 4

Total

385 1,150
311 954

196

131 446
07 344
34 102

554 1,674

L733 2,215
199

2,414

1 1st July to 30th June
2 Includes some expenditure ,ndivtributed by level (ls and 70 S millions in 1961 64 and

1971 72 respectteIy) and a very sma11 amount of subsidies
; I lie number of students are averages of 1961 and 1964 for 1963 64 and 1971 and 1972

ror 1971 72

4 Students at technical colleges are included as full-time equialents by dividing their total
number by two

Siurr Representative age group for primary and secondary education : 5-17 years.

.S:our,f. Submission by the Australian Authorities to the Secretariat.

AUSTRIA

EXPENDITURE (millions of sehillings)
Primary and Secondary

Current
Capital

Higher
Current
Capital

Total

STUDENTS' (thousands)

Primary and Secondary
Higher

Total

1963 1972

4,350

617

6,443'

1,080
49

1,129

19,239
14,959
4,280
3,471
2,634

837

23,643'

1,394
74

1,468

1
Includes some expenditure undistributed by level (and for 961 total capital expenditures
equivalent to 1.178 millions of

2. T he number 1,4 students is a weighted aerage of school years .1962' 61 and 1963'64
for i961 an, 71 72 )nd 1972 7.1 for 1972

Note Renresentatte age group for primary and secondary education: 6-.18 years.

Source) osterreichisches Statistisches Zentralamt. Srutwoche3 Harulhuch fur ,he RepubliA
Osterreirh. Rundesministerium Tur Unterricht und Kunst. Overretchi3rhe Schub
stansuk: 1:191:SCO Questionnaire; submission by the Austrian. Authorities to the
Secre;a1:at
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BELGIUM

EXPENDITURE (rnillions of francs)

1963 1972

Primary and Secondary 25,972 69,518

Current 23,352 65,133

Capital 2,620 4,385

Higher 2,697 13,564

Current 2,288 10,912

Capital 409 2,652

Total 28,669 83,082

Memorandum item:
Pre-pr:mary 3,223 8,420

STUDENTS' (thousansi
Primary and Secondary 1,546 1,808

Higher 53 127

To.al 1,599 1,936

1. the numter of students is a weighted average of school years 1962/ 63 and 1963! 64 for
1963 and 1971,12 and 1972,73 for 1972.

Nolo Redresentattse age group for primary and secondary education: 6-17 years.

Source Suhmission by the Belgian Authorities to the Secretariat.

CANADA

EXPENDITURE (millions of Canadian dollars)

1963 64' 1970/711

Primary and Secondary 1,873 5,209

Current 1,515 4,547

Capital 358 662

Higher 373 1,757

Current 210 1,299

Capital 162 458

Total 2,246 6,965

Memorandum item
Private expenditure 295 711

STUDENTS (thousands)
Primary and Secondary 4,572 5,749

H ig he r 239 523

Total 4,811 6,286

Ist July to 30th June
Norf. Representatise age group for primary and secondary education : 6-19 years.

Siun es Statistics Canada. Edu,.anon on Canada. 1971: UNLSCO Questionnaire: Un-
published data received from Canadian Authorities.
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FINI.AND

EXPENDIT URE (millions of markkaa)

1963

Primary and Secondary2 1,172 3,528

Currtri, 916 3,144

Capital 256 384

Higher 93 517

Current 66 417

Capital 27 99

Total 1,265 4,045

STUDENTS (thousands)
Primary and Secondary 3 282 1,034

HigFer 30 66

iota! 1,012 1,100

Includes subs,,,es to the private sector.
Includes expenditure ox adult cAlcation.
Includes students following adult education courses !heir number was adjusted to
sormtthing similar to a full-tim, equivalent by. assuming that the " (ull-time" cost of an

adult student Is thc same as that of other primary and secondary students: total ex-
penditure on adult educato.a was then divided by this " fufl-tirnc" cost.

Representative age grettp for primars and secondars education, 7II) years.

So,. L'x'SC() Qu,tionnaire : Nordic council and Nordic Statistical Secretariat, Nordisk

Sno.osl; Istockholm . SubmisWon by thc 1.1nnish Authorities to the
Secr.:tarial
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FRANCE

1963

EXPENDITURE million of francs!
Primary and Secondary

Current '
Capital

Higher
Current
Capital

Total 2

1,1emorandum item:
p!,. -ivy au

ST-LI . 'TS 3 (thousands)

Primal P- '3econdary
Higher

Total ...

1'v ,3

6,935
6.291

644
1,997
1,29/

700

10,141

24,423

21.880

2.543

6,871

5.862

1,009

34,532

1,550

9.711

917

3,93", 10,628

I. Incluiks I:siun. to prisate sector.

Inclue,:, t undistributed by le..el.

3. The nu: tv. ..d.Ints is a weighted average of se', yeu-s !;c2 une P.63, 6.1 for

1063 and '.. 7, and 0173' 74 for 1973

Reot.!st ;:ge 3 aup for primary a,id seconOary : , 7 yo:ir The

,(Va.diture its are Cor the '' budget vote ratb,ti than the buelet c.ccute". and

re!ult may `In slighl di(feren frcrn actual expcnditures Sin' ll''lv, capital ex-

pendituras c.:dOs de paiermmt " rather than expenditures. Data cove- only the

budget 0t Ministry el' Education. Eiguies which include the oxpendoures of other

Ministhies were olnal,-Ied for 1471! it: a spec:al study of the 01.1.I)'s Directorate In:-

Social Affairs. Manpower and Education 1976. A,,uniing that :he

ratio hetw such expenditures and the Ministry of Lde,:atii,n's budget in 1'170

had 1101 changed in the figures ft, r....,rreni ex.per,lituft. :he table abose were
inulhiiiied 'oy 'actors of 1.41 and 1.15 66 primary ano secor.dary and higher educa-

tion respecti,,eb., to obtath ihe data used in Fables 4. 5 and 6.

Sour,' Prolri dr 4,1 dc 1971 liudge: de Programries", 1073 and Edaninion.

Rapport des commi,..-.6s di: 6e Plan 1071-75.
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GERMANY

EXPENDITUA F kmillion, of DM)

1963 1971

Pfimary and Secondaii 7,940 22,348
Current 5,600 16,427
Capital 2,340 5,921

Higher 3,601 9,326
Current 2,645 6,423
Capital 956 2,903

Total' 11,774 34,111

STUDENTS (thousands)
Primary and Secondary 2 7,827 10,1053
Higher 353 5543

Total 8,1 10,6593

1 Includes some expendituce un ,:stributeu!. eve!
2. Part-time vocational sti..e.nts a.e included as f ime equivalents by dividing their total

number by three.
3 The number of students for 1971 is a weighted iiverag.: of the data for school years

1970,71 and 1971 72,

Note Representative age group for prima, y and secondary educatior 1,17 years.
Sources . W Albert and Ch. Oehler. Doe Kuli...rausgati .fer Lander. des Bundes d...

Gemetnden 1950-1961, Weinheim 1972: Statistisches Bundesamt. Finamen und
Steuern, Reihe 5 Aucgaben der offebtlichen Haushalte r Rildung. Wissenschaft
und Kultur". 197i : and Slutisttit Jahrbueh: Rundesm...;aterium fur Rildung und
Wissenschaft. und Rundesamt. Bildung im ZuMenspiegel, 1974: Der
Rundesminister fur Rildun Lod Wissenschaft. Grunddaten and SfruAturdaten. 1974.

IL' Y

1963 1972

EXPEND'ITURE (billions of h-e)
Primary and Seco- .ry 893.9 2,131.4

Curi-ent
Capita:

Higher 70.8 3.38.4
Current
Capital .... .......

Total 964.8' 2,792.6'

STUDENTS (thousand s)
Primary and Sccondary 7,145 8,342
Higher 243 631

Total 7,388 8,980

1 Includes some expenditure undistributed by level.
Notes.- Representative age group for primary and secondary education: 6-18 years. ata re

for the Education Ministry only and do not include the spending of the loca. author-
ities svhich renresents 15 per cent of the total.

Sources.- Istituto Centrale di Statistica, 4r oac -lc aattstieo della istruzione: Reiazim.e sienerale
sulla situazione economica del pa,
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JAPAN

1963' 1971'

EXPENDITURE (billions of yen)
Primary and Secondary 846.3 2,641.3

Current 645.8 1,876.5

Capital 200.4 764.8

Higher 111.4 375.5
Current 106.8 286.1

Capital 4.7 89.4

Total 957.7 3,016.9

Memorandum item
Private expenditures 234.7 754.3

STUDENTS (thousands)
Primary'and Secondary 19,902 17,045

Higher 280 432

Total 20,1822 17,4773

1 I iscal year for expenditures: school year for students.
2. Plus 2 720 million students in private institutions.
.1. Plus 3'726 million students in private initilutions.
Notes.. Representative age grciup for primary and secondary education: 6-17 years. The"

expenditure data include only school expenditure in the public sector

So. rem Bureau of Statistics, Office of the Prime Minister. Japan Statistical Yearbook;
Ministry of Education. Education in Japan /97/.

NETHERLANDS

EXPENDITURE (millions of guilders)
Primary and Secondary

Current
Capital

Higher
Current
Capital

Total
Memorandum item:
Pre-primary

STUDENTS2 (thousands)
Primary and Secondary
Higher

Total

1963 1970

1,612

429

(2,040'

(125)1

2,311
123

1,433

4:292

1,601

(5,893)'

(493)'

2,580
205

2,785

I. Current expenditures only
2 the number of students is a weighted average of school years 1962'6.1 and 191,1 64 for

1963 and 1969 '0 and 1970. 71 for 1970, expressed in full-time eauwalents.

Note Representative age group for primary and secondary education: 6-18 years.

Sources L'npublished data received from Netherlands Central Bureau of Statistics: Central
Bureau of Statistics. Star:smut Yearbook of ilte Netherlands
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NORWAY

1963 1970

EXPENMTURES (millions of kroner)
Primary and Secondly', 1,715 3,778

Current 1,332 3,056

Capital 383 722

Higher 222 600

Current- 180 548

Capital 42 .52

Total 2,085' 4,670'

STUDENTS (thousands)
Primary and Secondary 646 702

H igher 25 51

Total 671 753

I. Includes some expendit..te u,sl...t.ibuled by levels.
Note Representative age grow for primary and secondary education: 7-18 years.

Sources: Central Bureau of Statistics. Statistical Yeartwok of Norway. and lindervisnings-
stattstilsk: Nordic Council and Nordic Statistical Secretariat, Nordisk Stattstilk
Arthok. Stockholm, Submission by the Norwegian Authorities to the Secretariat.

SWEDEN

1963 1970

EXPENDiTURE (millions of kronor)
Primary and Secondary' 3,748 8,403

Current 2,934 7,088

Capital 764 1,315

Higher 688 2,678

Current 624 1,902

Capital 64 776

Total 4,5792 12,0062

STUDEN-".' (thousands)
Primary ariu Second ry3 1,160 1,230

Higher 68 124

Total 1,228 1,354

1. Includes e.,.;,,.diture on adult education.
2 Includes some eapenditure undistributed by level.
3. Includes students following ado., education courses. Mei.' number was adjusted to

something .,milar to a fun-time equivalent by assuming that the " fun-time" cost of an
adult student is the same as that of other primary and secondary students: total expen-.
diture on adult education was then divided by this " full-time" cost.

Note: Representative age group for primary and secondary education: 7-18 years.

Sources: Central Bureau of Statistics, Statistisk Arstrok for Sverige: Nordic Council and
Nordic Statistical Secretariat. NordisA. Statistisk Arshok. Stockholm: Unpublished
data received from the Central Bureau of Statistics,
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SWITZERLAND

EXPENDITURE (millions of francs)
Primary and Secondary

Current
Capital

Higher
Current
Capital

Total

STUDENTS' (thousands)
Primary and Secondary
Higher

Total

1,375
1,082

293
265
214

51

1,640

Icr2

4,029
2,984
1,044
1,264

961
303

5,292

1,005
46

1,050

The number of students is a weighted average of school years 1962/ 63 and 1963! 64
for 1963 and 1971 72 and 1972 73 for 1972.

2. Secretariat estimate based on an interpolation of figures for 1961/ 62 and 1967 68.
Note. Representative age group for primary and secondary education: 6-18 years.
Source-3. Bureau federal de statistiques. Finances et iminits de la Conft,deration, des Cantons

et des Communes, and Annuaire statistique Jr la Suisse; :entre suisse de docu-
mentation, Stati.stiques scolaires de la Suisse; Conseil suisse de la science. Rapport
sur le developpement des universdes suisses; Unpublished data received from the
Swiss Authorities,

UNITED KINGDOM

EXPENDITURE (millions of pounds sterling)
Primary and Secondary

Current
Capital

Higher
Current
Capital

Total
Memorandum item:
Pre-primary

STUDENTS (thousands)
Primal.% int; Secondary
Highe.

Total

1963' 1971'

1,011
764
248
238
172
66

1,4332

8,404
272

8,676

2,247
1,682

565
710
575
135

3,3512

9

9,954
509

10,463

hsr al ye for explinditures ;school year for students.
2 Includes some expenditure undistributed by levels

N'ote Rerirlsenratise age group for primary and secondars education: 5-17 years.
Source,. Department of Education and Science, Eduriairin Statistics for the United Kincdom,

HMSO, l.ondon; Central Statistical Office, Annual Abstract of Statistics; Sub-
mission hy Lnited Kingdom Authorities to the Secretariat.
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UNITED STATES

EXPENDITURE (billions of dollars)

1963'641 1972/731

Primary and Secondary 21.4 51.9
Current 17.6 46.2
Capital 3.8 5.7

Higher 6.4 20.7
Current 4.9 17.7
Capital 1.5 3.3

Total 27.8 72.6

Memorandum item:
Private expenditures 7.8 16.3

STUDENTS (thousands)
Primary and Secondary 40,187 45,744
H igher 2,351 5,454

Total 42,5382 51,1983

1 1st July to 311th June.
2 Plus 7.6 milhon students'in private institutions.

Plus 6 7 students in prii ate institutions.
Nor,i Representative age group for primary and secondary education: 5-17 years. Children

in pre-primary schools aged 5 are included in primary and secondary.
.Sources Department of ,lealth, Education and Welfare. Digest of Educalional

Prol,rt nom it/ 1,:ducationol Stutntici to 1982-83, Washington 1974.
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ue Andre-Pascal, 75775 PARIS CEOEX 16
52411.67

Princspaua corresponds: ts
13602 AIX-EN-PROVENCE Librairie de
l'Unr venire. IF 26.18 08
30000 GRENOBLE Arthaud 87 25.11
31000 TOULOUSE Print. *21 09 26
GERMANY - ALLEMAGNE
Verlas Weltarchiv G.m.b.H .

2000 HAMBURG 36, Neon Jungfernstieg 21
/IF 040-35-62-500

GREECE - GRECE
Lobraine Kauffmann. 28 rue du Slade.
ATHENES 132. *322.21 60
.TIONG-KONC
Government Information Service*.
Sales of Publications Office.
IA Garden Road,

* H-252281-4
ICELAND - ISLANDE
Snaebjorn 1risson and Co .
Hafnar,trasi 4 and 9, P.0 B 1131.
REYKJAVIK. *13133.14281;11936
INDIA - INDE
Oxford Book and Stationery Co
NEW DELHI. Scindia House 111 47388
CALCUTTA, 17 Park Street IP. 24091
IRELAND - IRLANDF.
F.ason and Son. 40 Lower O'Connell Street.

, P.0 B. 42. DUBLIN I S' i5
ISRAEL
Emanuel Brown
35 Allenby- Road. TEL AVIV "M 51049 54082
also at
9, Shlornzion Harnalk Street, JERUSALEM

IS' 234807
48 Nahlath Benjamin Street. TEL AVIV

*53276
ITALY .- ITALIE
Libreria Commissioner,. Sensor..
Via Larnarmon 45. 50121 FIRENZE `1* 579751
Via Bartolini 29. 20155 MILANO. *?65083
Sous-depositaires.
Ex/mice e Libreria Herder.
Pm:. Montecitorro 120, 00166 ROMA

*674628
Libreria Hoepli. Via Hocpli 5. 20121 MILANO

Pt 865446
Libreria Lutes. Via-Garibaldi 1, 10122 TORINO

*519274
L dwurtorie (Jae edizioni OCOE e inoltre
rata dallemighor !brute nelle citta poi importanti

Les commandes pr7venant de pays ou l'OCOE n'a pas encore donne de deposinise peuvent etre adressees a .

OC'OE. Bureau oe, Publications. 2 rue Anore.Pascal. 757,5 Paris CEOEX 16
Ordirs and 1114111flef from countries when sales agents have not _4yet been appointed may be tee( 10

OECO. Publications Office. 2 rue Andre-Pascal. 75775 Pans CEOEX 16

DECO PUBLICATIONS, 2, rue André-Pascal. 75775 Paris. Ceden 16 - No. 37.287 1976

PRINTED IN FRANCE

JAPAN - JAPON
OF.-0 Publications Centre.
40.osalia Park Budding,
2-3 4 Akasaka.
MAnto-ku
TOKYO 107. *516-2016
Mru5en Company Ltd
6 Tort-Nichome Nihonbashi. TOKYO 103.
P 0 B. 5050. Tokyo International 10031.

ES 272-7211

LEBANON - LIBAN
Documenta Smentifica/Redios
Edison Building. Bliss Street,
P 0 Boa 5641. SEIRUT * 354429 - 344425
THE NETHERLANDS - PAYSRAS
W.P. Van Stockum
Bvitenhof 16, DEN HAAG ZS 070-65 68 08

NEW ZEALAND - NOUVELLE-ZELAN DE
The Publications Manager.
Government Printing Office,
WELLINGTON Mulgrase Street (Private Bag).
World Trade Centre, Cubacade. Cuba Street.
Rutherford House. Lambton .Quay * 737-320
AUCKLANO: Rutland Street (F.O.Boa 5344)

*32.919
CHRISTCHURCH: 130 Oxford Tee. (Prisate Bag)

It 50.331
HAMILTON: Barton Street (P.O.Bon 857)

?kilt) 103
OUNEOIN: T & G Building. Princes Street
(P 0.13on 1)04), * 78.294

NORWAY - NORIAGE
Johan Grundt Tanums Bokhandd.
Karl lohansgate 41/43. OSLO 1. *02-332980
PAKISTAN
Mina Book Agency. 65 Shahrah QuaidE-Aum,
LAHORE 3. *66839
PHILIPPINES
R M Garen Publishing House.
903 Quezon Blvd Ext., QUEZON CITY.
P O. Boa 1860 - MANILA. le 99.98.47
PORTUGAL
Livraria Portugal.
Rua do Carmo 70-74. LISBOA 2. *560582,3
SPAIN - FSPAGNE
Librerl Munch Prensa
Castello 37, MAOR10.1. IR 275 46.55
Libreria Basunos
Pelayo. 52, BARCELONA I. *222.06.00
SWEDEN - SUEDE
From Kungl. Havbokhandel.
Fredtgetan 2. 1)152 STOCKHOLM 16.

ZS 08/25 89 00
SWITZERLAND - SUISSE
Librairin Payot. 6 rue Gresus. 1211 GENEVE II.

* O2-31.89.50
TAIWAN
Books and Scientific Supplies Services. Ltd.
P 0 B 83. TAIPEI
TURKEY - TURQUIE
librairie Hachette,
469 Istiklal Caddesi.
Beyoglu. ISTANBUL. *44 94.70
et 14 E Ziya Gokalp Caddesi
ANKARA. *12 10 80
UNITED KINGDOM - ROYAUM&UNI
H M Stationery-Offer, F.0 B 569. LONOON
SE1 9 NH, *01-928-6977. Eat 410
or
49 High Holborn
LONDON WC IV 6HB (personal callers)
Branches at. EOINBURGHr B1RM.NGHAM.
BRISTOL. M ANCHESTER. CAROFF. .

BELFAST
UNITED STATLS OF AMERICA
OF.00 PublicatIons Center. Suite 1207.
1750 Pennsylvania Ave. N.W.
WASHINGTON. 0.C. 20306. *12021298-8755
VENEZUELA
Libreria del E4e. Avda. Minnda 52.
Edificio Gahpan. Aptdo 60 337. CARACAS 106,

IS 32 23 01,33 26 04/33 24 73
YL00SLAV1A - YOUGOSLAVIE
ugoslovensk a K mtge. Terazije 27. P.O.B. 36.

BEOGRAD. *621-992

9 3


