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Appendix II: Trends in Education Finance

A Introduction

1. Education financing in low income countries comes from two main sources: domestic
funding (public and private) and external aid. The aim of this appendix is to present the
analysis of recent trends in education financing from domestic sources and external aid that
underpins the conclusions articulated in the main report, based on globally available data. In
the context of external aid to basic education, the FTI trust funds are of particular interest
and so are treated separately in Appendix 1.

2. The momentum for the establishment of the FTI in 2002 came in the wake of the
World Education Forum in Dakar in 2000. In order to start to build a picture of the potential
contribution of the FTI initiative to the volume of education finance, it is necessary to
compare data from the pre- and post-Dakar period. Where possible, the starting point for the
trend data in this paper is 1999.

3. Within the group of low income countries, the FTI endorsed countries are of particular
interest. Where appropriate, a separate analysis is presented for this group in order to
discern any distinct trends. It is important to highlight that any differences observed between
the endorsed group and the remaining low income countries are not necessarily caused by
the influence of the FTI. The group of FTI endorsed countries was not selected randomly
from the population of low income countries; indeed part of the selection criteria was a
perceived ability to perform well.? This suggests that even without any FTI interventions, the
FTI endorsed group might well out-perform the remaining group of low income countries on
a range of financial indicators. The value-added of the FTI to levels of financing for education
has been principally assessed at the country level, where questions of causation can be
explored by triangulating a range of quantitative and qualitative sources. For a country-level
analysis see section 3C in the main report.

4, There are some important limitations to the global financial datasets examined in this
appendix. In terms of domestic education expenditures, global-level trend data on private
sources, such as households, are not readily available, and hence are not covered in this
appendix. Country data are available from a variety of sources, but datasets presenting
comparable data series across countries and over time are still relatively young. For these
reasons, only a brief sketch of the major issues and significance of private finance in
education is provided. Issues related to the definition of indicators, coverage and quality of
data are touched on in the relevant places in this appendix, but a more comprehensive
discussion is found in Part B of Appendix I. Part A of Appendix | contains background data
tables on which the present Appendix draws.

B Public Finance

5. Obtaining data on domestic sources of public expenditure for education is not
straightforward. Government revenue sets the envelope for public expenditure overall, and in
many countries this is funded from domestic and external sources. Domestic revenue is
driven partly by GDP growth, which influences tax receipts and other local sources.
Education’s share of government revenue (or total public expenditure) and primary
education’s share of this then determine the level of expenditure for education and primary
education respectively. Table Il.1 below sets out a list of commonly used public finance
indicators relevant to education, but only three of these indicators explicitly exclude external

% The intention of selecting "good performers" is embodied in the FTI framework document (FTI 2004)
which states on p4 that "the FTI is intended to provide more sustained, predictable, and flexible
financial support to countries that have demonstrated commitment to the goal of UPC"
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sources of government revenue (indicators i, iv (excluding external grants) and v). Generally
speaking, public expenditure analysis of education tends to include on-budget external
sources of finance, partly because some forms of external finance cannot be explicitly
allocated to specific sectors or items. Nonetheless, external sources are more often used to
support capital expenditure, while domestic sources® tend to be used for current
expenditure, and so indicator iv is perhaps the best measure of domestic effort for education
in the absence of data on indicator v which excludes external grants.

6. The FTI's framework document emphasised the need to increase both domestic and
external funding for education and sought to monitor both. The FTI developed a policy
development and monitoring tool called the Indicative Framework (IF). This is based on
analytical work carried out by the World Bank (Bruns et al 2003) which produced a set of
benchmarks for key indicators; these are shown in the first column of Table I11.1 below (this
only contains the finance IF benchmarks, the full IF is in Annex C of Volume 2 of this report).
The benchmark values are derived from average values for a set of high performing
countries (in terms of reaching universal primary completion). The IF includes a measure of
overall domestic revenue raising effort (indicator i) and a measure of the share of domestic
resources for education (indicator iv excluding grants). Unfortunately only one of the key
sources of education public finance data, the P6le de Dakar (PDD), reports on indicators
which exclude external grants.

7. This chapter presents data on public finance for education from three sources:
UNESCO Institute of Statistics (UIS); P6le de Dakar (PDD); and the Fast Track Initiative
Secretariat (FTIS). Table 1l.1 below displays the indicators which are available from each
source. Summary details on each source are given below:

e UIS: Provides a broad description of the education sector, including expenditures,
and comprises a "global dataset" in the sense that data are held internationally,
applying standard definitions that allow comparisons across countries, and available
for non-endorsed as well as endorsed FTI countries. Attempts are made to collect the
data annually from 208 countries, but comprehensive information on expenditures is
received from only around half of these. The most recent data are from 2006.

e PDD: Financial data relating to education from 2000 and 2005 for African countries
(51 in total) were published in the Péle de Dakar reports for 2004, 2005 and 2007.*
Standard definitions are applied and adjustments made to the data to make them
comparable across countries. Monetary amounts are expressed in millions of
national currency units in constant prices.® The original sources of the data are IMF,
World Bank Country Status Reports (CSR) and UIS, as well as some PDD estimates
and projections. The dataset used in this paper has been supplemented by the GMR
team using additional data from MINEDAF document statistique 2002.

¥ Sometimes including direct budget support. There are influential authors arguing that in reality,
Budget Support (BS) is not used for recurrent costs — because governments balance their books so
that recurrent costs are covered by domestic resources so in reality BS finances capital investment.
Penrose takes this further to say that therefore donors should be much more concerned with the
capital side of the budget than they usually are (Penrose 2008). If what Penrose argues holds,
governments could well refuse additional BS (education earmarked and other) even if it were felt to be
a good idea to use it to fund recurrent education costs. This would depend on the government’s
perception of the risk involved in financing recurrent costs with donor money, given the issues of
medium/long term predictability and volatility of aid.

* Published by UNESCO/BREDA.

® Base year differs by country.
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¢ FTIS: Data from 2000 to 2007 for FTI endorsed countries (as at October 2008 there
were 34 countries) made available by the FTIS. The data have been collected from a
range of sources at country level, such as donor appraisals, country information
forms and joint assessments. Country-specific indicators have been used and so
there is no guarantee that the data are comparable across countries. Indeed there
are some large differences between data found on particular countries in the FTIS
database and standard UIS data for the same indicators and year (see Part B of

Appendix | for a comparison of sources).

Table II.1 Public finance indicators for education

The FTIIF Sources of data
benchnl1ark UIS2 PDD® FTIS*
(%)
Public resource mobilisation
(i) Government revenue (domestic) as a % of GDP 14-18 X v X
excluding
external grants
Public expenditure on education
(i) Public expenditure on education as % of GDP X v’ uses X v
GNP
(iii) Public expenditure on education as % of total public X v X v
expenditure
(iv) Public current expenditure on education as % of total 20 vV X v
public current expenditure including
external grants
20 X X X
excluding
external grants
(v) Public current expenditure on education as % of X X v X
government revenue (domestic)
Public expenditure on primary education
(vi) Public expenditure on primary education as % of total X v X X
public expenditure on education
(vii) Public current expenditure on primary education as % of 42-64 v v v
total public current expenditure on education including
external grants
(viii) Current spending on items other than teacher 33 v uses v v
remuneration as % of total current spending on primary total
education public
exp on
education
(all
levels)

Source: Notes: v means indicators available; x means indicator unavailable. (1) FTI IF means Fast Track
Indicative Framework. For indicator (iv) the IF states that total public current expenditure excludes
non-discretionary expenditure (specified as interest payments on debt). For indicators (i) and (vii) the
benchmarks contain a range of values, see the footnotes in Annex C for an explanation. (2) UIS means UNESCO
Institute of Statistics For some of the indicators, UIS uses a different denominator; the differences are noted in
the relevant box in the table. All UIS indicators include external grants in public expenditures. (3) PDD=Pdle de
Dakar. For indicator (i) and (v) the PDD defines government revenue as state revenues other than grants
(external). (4) FTIS means Fast Track Initiative Secretariat. Only a very small number of countries reported data
on indicators (i) & (vi) and so these have been classified as not collected. None of the indicators in the FTIS

dataset explicitly exclude external grants.
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8. Missing data is a serious problem for all three sources as summarised below (for a
detailed discussion of data issues see Part B of Appendix I):

e UIS: A review of the available data from 1999 to 2006 found that for all countries, the
average annual percentage of missing observations on education expenditure
indicators ranges from 45% to 88% depending on the indicator. For low income
countries the situation is even worse. For this reason, the limited analysis presented
below compares two-year averages from 1999/00 with 2005/06 to maximise
observations.

e PDD: Complete data on key indicators exist for only 33 countries out of 51 surveyed.
All of the indicators discussed below are based on these 33. Missing data for 2000
ranges from 29% to 35% depending on the indicator. Missing data for 2005 ranges
from 4% to 8% depending on the indicator.

e FTIS: Data for years prior to and after 2003—-2006 are almost entirely absent
(97%-100% missing). For the years 2003—-2006 the amount of missing data ranges
from 27% to 98% of all observations, depending on the variable.

9. The countries in each dataset have been divided into three groups: (i) FTI countries
that were endorsed by 2004 — this cut-off point was chosen because the end of the data
series is 2005 or 2006 and it was not to be expected that endorsement by the FTI would
necessarily register a noticeable effect in under a year; (ii) FTI countries endorsed after 2004
and FTI eligible countries — the OECD defined group of low income countries matches up
pretty well with the FTI endorsed or eligible group, so these countries are mainly the
remaining low income countries;® and (iii) FTI ineligible countries — all but eight of these are
OECD defined middle and high income countries.” Full lists of 217 countries by FTI status,
income category (as defined by OECD), and IDA category can be found in Appendix |
(Table I.1, Table 1.2, Table 1.3 and Table I.4). None of the sources reports on all the
countries. Table 1.2 below summarises the number of countries reported on by each source
by FTI status.

Table 1.2 Number of countries by FTI status and data source

FTI status Total countries Data source
from all datasets UIS (all regions) PDD (African FTIS

countries)

FTI endorsed by 13 13 8 13

2004

FTI eligible/endorsed 54 54 28 21

after 2004

FTI ineligible 141 141 15

Total 208 208 51 33

Sources: UIS 2009, Pole de Dakar 2004, Pole de Dakar 2005, Péle de Dakar 2007

® Seven Lower Middle Income countries are endorsed or eligible to be endorsed by the FTI: Albania,
Georgia, Guyana, Honduras, Indonesia, Sri Lanka and Tonga.

" Of the eight that aren’t, six are Least Developed Countries (Cape Verde, DRC, Equatorial Guinea,
Maldives, Samoa, Tuvalu) and two are Other Low Income countries (Democratic People's Republic of
Korea and Uzbekistan). Four of these countries have achieved UPE (Cape Verde, Maldives, Samoa,
Uzbekistan). Of the remaining four, one is in conflict (DRC) and one is North Korea.
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Results: comparison of FTI endorsed countries with other country groups

10. The next sections compare trends in various public finance indicators between
early-endorsed countries, later-endorsed/eligible countries and ineligible countries. The
results show some differences between the "performance” of the different groups, but this
does not indicate that causality can necessarily be attributed to the FTI. Many other factors
are likely to have impinged on the movements in indicators observed, and there is also a
selection bias inherent in the timing of countries chosen for endorsement. Part of the
selection criteria for early endorsement was a perceived ability to perform well. This
suggests that even without any FTI interventions, the early-endorsed group might well
out-perform the other group of low income countries on a range of financial indicators.

C Public Resource Mobilisation

11. Indicator (i) Government revenue (domestic) as a % of GDP (PDD data): Figure 1.1
below shows mean average domestic revenue as a percentage of GDP for African countries,
disaggregated by FTI status. It demonstrates that on average early-endorsed countries fall
within the IF benchmark band of 14%-18%, and have a slight upward trajectory towards the
top of the band over the period. Roughly speaking, this means that they have improved their
rate of tax pressure over the five years. By contrast, later-endorsed/eligible countries remain
basically static on average in terms of proportion of GDP collected as domestic revenue, but
sit above the IF benchmark by some two percentage points. There are too few observations
with data to remark on the FTI-ineligible countries.

Figure 1.1 Domestic revenue as % of GDP, by FTI status

25 +
@)
o
S 20 -
S .. Endorsed by 2004
o (n=7)
8 15
ittt Endorsed after 2004
§ or eligible (n=26)
L 10 Ineligible (n=2)
L
4
g 54 . mmmes IF benchmark
a)

0 .

2000 2005

Source: Table 1.22
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Figure 1.2 Mean total and annual real revenue growth 2000-2005 (%), by FTI status

45%
40%
35% -
30%
25%
20% -
15% -
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0% -

Endorsed by 2004 (n=7) Endorsed after 2004 or Ineligible (n=2)
eligible (n=26)

B Revenue growth 2000-2005 Annual revenue growth

Source: Table 1.22. Note: (1) Annual rates show mean compound annual growth rate over the period.

12. Although there is a marked difference between the early-endorsed and
late-endorsed/eligible groups in the proportion of GDP captured by their governments in
domestic revenue (a proxy for tax pressure), in absolute terms the growth rates of domestic
revenue were pretty similar. Both groups registered a healthy 6% per annum growth in
domestic revenue on average in real terms (Figure I.2 above). However, within these
country groups there is a wide variety of domestic revenue performance across the different
countries, as shown by Figure 11.3 and Figure 11.4 below.?

Figure 11.3 Total and annual real revenue growth 2000-2005 (%)
for early-endorsed countries

8| 80%
g 70%
Q 60%
S 50% -
g 40% -
E 30% -
< 20% -
(=2 O% T T T T T T T |
(5]
> Q A e RN - O Yol
c & ¥ S S Y ° &
o S >
: & v ¢ & & & @
[ o’\'(b' ({)

) S

® Revenue growth 2000-2005 Annual revenue growth

Source: Table [.22. Note: (1) Annual rates show mean compound annual growth rate over the period.

8 In the later endorsed group, Sierra Leone and Chad represent particularly strong performers.
Knocking them out of the mean calculation significantly alters the performance of the later endorsed
group: total real revenue growth falls to 24% and mean annual compound growth to 4%.
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Figure 1.4 Total and annual real revenue growth 2000-2005 (%)
for late-endorsed/eligible countries
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Source: Table 1.22.
Note: (1) Annual rates show mean compound annual growth rate over the period.

D Public Expenditure on Education

13. This section starts by putting public expenditure on education into the context of
GNP, as a proxy for government effort in funding education. It is important to highlight,
however, that this is not a proxy for national effort in funding education. In many countries
household and other forms of private spending on education form a significant proportion of
the total. A study in Bangladesh found, for example, that 61% of resources flowing into the
primary subsector in 2003/04 were provided by government, while the rest were provided by
households (not just parents) (OPM 2005). See Section H below for further discussion.

14. Indicator (ii) Public expenditure on education as % of GNP (UIS data): An increase in
public expenditure on education as a share of GNP is generally a sign that public
expenditure on education is rising, although this is contingent on positive GNP growth rates.
Figure 1.5 and Figure 11.6 below contrast changes in this indicator between 1999/00 and
2005/06 for early-endorsed countries (46% of data available) and late-endorsed/eligible
countries (44% of data available). Accepting the caveat that there is marginally more missing
data for the latter group, it appears that the early-endorsed group have outperformed the
later-endorsed/eligible group, with the former recording a mean gain of just under one
percentage point, close to double that of the latter. Both groups started the decade from a
similar position, with their governments spending about 4% of GNP on education on
average.

15. The group of ineligible countries demonstrated a fairly even spread of positive and
negative changes, with a mean change of 0.3 percentage points (Table 1.20). This group
started the decade with public spending on education as a share of GNP about one
percentage point higher than the other two groups at 5%.

Appendixll_Feb2010d.doc 7



FTI Mid Term Evaluation — Final Report (Volume 3)

16. Interpreting changes in this indicator is not straightforward. On the face of it, there
might be concern that three of the six early-endorsed countries registered a fall in this
indicator. But, starting points are relevant here: Guyana started the decade with a rate of
over 9%, more than double the average for the early-endorsed group. Providing that GDP
growth rates are positive, a fall in this indicator does not necessarily mean that expenditure
on education has fallen in absolute terms. There may be a very rational reason for a
government to choose to spend additional revenue, say from a healthy boost in GDP growth,
on paying off high-interest loans for example (while still protecting absolute levels of
expenditure on education). The same logic applies to the overall interpretation of the
differing performance of early-endorsed countries compared with later-endorsed/eligible
countries. Figure 1.5 and Figure 1.6 below indicate that there is no correlation between
performance and starting point.

Figure 1.5  Change in public education expenditure as % of GNI
1999/2000 — 2005/2006 (FTI countries endorsed by 2004)

10.00 1999/2000 W 2005/2006 = Change

8.00 ~

6.00 ~

4.00 <

2.00 <

0.00 ’ T T T T

-2.00 ]

Guyana Guinea Mauritania Category Ghana Ethiopia Mozambique
Average (mean)

Source: Table 1.20. Note: (1) Average = mean across all countries.
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Figure 1.6 Change in public education expenditure as % GNI 1999/2000 — 2005/2006
(FTI countries endorsed after 2004 or eligible)
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Source: Table 1.20. Note: (1) Average = mean across all countries.

17. For early-endorsed countries, we see that while there are some big positive changes
between 1999/2000 and 2005/2006 recorded by countries who start from a relatively low
beginning (Ethiopia, Mozambique), equally there are some poor performers in this category
(Guinea, Mauritania). At the top end of the scale we also see conflicting results. Moderate
improvement from a relatively strong starting point is demonstrated by Ghana, whereas
Guyana, from a very strong starting position, shows a decline of 0.72 percentage points; this
might be interpreted simply as bringing down its indicator to a more sustainable level. In
general, GDP growth rates, sustainability issues, government priorities, supply-side factors,
all may influence the above indicator in different country contexts which the global data
alone are not able to articulate.

18. A similar story is told by the later-endorsed/eligible countries. Some countries start
from relatively high positions and drop quite markedly (Congo, Eritrea, India, Sierra Leone).
Of these, many, but not all, are affected by conflict of one kind or another (India being the
exception; Pakistan and Bangladesh also display marginally negative performances in the
time period). Whereas Bhutan, Lesotho, Kenya, also start from relatively strong positions but
still record positive trends. Of those countries starting from a low to moderate position, most
record positive improvements, but a few (Pakistan and Bangladesh already mentioned, and
also Angola) show negative trends, albeit marginal ones. The performance of FTl-ineligible
countries also demonstrates this mixed picture (Table 1.20.).

19. Indicator (iii) Public expenditure on education as % of total public expenditure (UIS
data): One measure of the relative priority that a government accords to education compared
with other demands is the proportion of total public expenditure spent on education. The
change in this indicator between 1999/00 and 2005/06 is set out in Figure 1.7 below for the
early-endorsed countries (15% of data available) and later-endorsed/eligible countries (19%
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of data available). The degree of missing data rules out any direct comparisons. In one of
the two early-endorsed countries with data, the indicator has fallen over the period, in the
other it has risen: in Guyana it declined by nearly three percentage points; in Ethiopia it rose
by over six percentage points.

Figure 1.7 Change in public education expenditure as % of total public expenditure
between 1999/2000 and 2005/2006 (all FTI countries)
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Source: Table 1.20.

20. Equally, the later-endorsed/eligible group tell a varied story. Taking Kenya as an
example, a fall in education’s share of public spending by almost eight percentage points
would appear to indicate a fairly serious shift in government priorities away from education.
However, qualitative evidence suggests quite the opposite — free primary education was
instituted after the 2002 elections, and free secondary education was a major manifesto
pledge across all parties in the 2007 elections. Standing at 26% at the start of the decade,
Kenya’'s share of the public purse spent on education was substantially higher than the
average for the early-endorsed group (15%), later-endorsed/eligible group (16%) and the
ineligible group (15%). A fall from such a high rate might have been driven by efficiency
improvements, and rational concerns about sustainability. As with the previous indicator, it is
important to emphasise that a fall in this indicator does not necessarily imply that spending
on education has fallen in absolute terms.

21. The group of FTI ineligible countries demonstrates a fairly even spread of positive
and negative changes, with a mean change of 0.1 percentage points (Table 1.21). Note that
even for the group of ineligible countries, which is largely constituted by middle and high
income countries, less than one third of data was available.

22. Indicator (iv) Public current expenditure on education as % of total public current
expenditure (UIS data): There are insufficient data to present any results against this
indicator.
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23. Indicator (v) Public current expenditure on education as % of government revenue
(domestic) (PDD data): At the start of the decade both groups of African FTI countries spent
about 18% of their domestic government revenue on current education expenditures on
average. By 2005, this share had risen by about one percentage point for both groups
(Figure 11.8 below). Against the backdrop of similar growth rates in government revenue over
the five years for both groups, this translates into real growth in current education resources
of about 8% per year on average (Figure 11.9 below). This rate of resource growth is
considerably higher than school-aged population growth rates in many countries, and
suggests that current expenditure on education per child (financed from domestic resources)
has grown considerably in many African countries. It is important to highlight, however, that
this doesn’t automatically mean that there has been comparable growth in current
expenditure on education per student. In countries where education systems are rapidly
expanding from a base of low intake rates, and/or those where repetition rates are rising,
enrolment growth can outstrip school-aged population growth by a considerable margin.
(There are not enough observations in the PDD data to compare the FTI groups against
FTl-ineligible countries. For individual country data see Table 1.24.

Figure 1.8 Public current expenditure on education as % of government revenue,
by FTI Status

Percent

Endorsed by 2004 (n=8) Endorsed after 2004 or eligible (n=24)

H 2000 2005 ™ Change

Source: Table 1.23. Note: (1) Annual rates show mean compound annual growth rate over the period.
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Figure 11.9 Total and annual real education current expenditure growth 2000-2005,
by FTI status
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(n=24)

B Education current expenditure growth 2000-05

Annual education current expenditure growth

Source: Table 1.23. Note: (1) Annual rates show mean compound annual growth rate over the period.

E Public Expenditure on Primary Education

24, There are not enough data to present any analysis of indicators (vi), (vii), or (viii) from
the UIS data.

25. Indicator (vii) Public current expenditure on primary education as percentage of total
public current expenditure on education (PDD data): At the start of the decade both groups
of African FTI countries devoted 49% of current expenditure on education to the primary
subsector on average. This is well within the FTI IF benchmark band of 42%—64%. Five
years later, the early endorsed countries had registered a modest increase in this indicator
(about half a percentage point), while the later-endorsed/eligible group recorded a
considerable fall of four percentage points on average (Figure 11.10 below). On the face of it,
this suggests a shift in priorities within the education sector away from primary education for
the later-endorsed/eligible group, although as with the other indicators this may not be the
explanation in some countries.

26. Given that there was not much difference between the FTI groups in the growth of
current education expenditure over the five years (Figure 1.9 above), the downward shift in
the proportion spent on primary education in the later-endorsed/eligible group translates into
a much lower rate of annual growth in primary current spending (6%) compared with the
early endorsed group (9%) (Figure 11.11 below). There are data on only one FTI ineligible
country (Cape Verde). For individual country data see Table 1.26.
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Figure 11.10 Public current expenditure on primary education as % of total

public current expenditure on education
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Source: Table I.25. Note: (1) Annual rates show mean compound annual growth rate over the period.

Figure Il.11 Total and annual real primary education current expenditure
growth 2000-2005, by FTI status
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Source: Table 1.26. Note: (1) Annual rates show mean compound annual growth rate over the period.
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Summary

27. Based on a sample of 33 African countries, which were split into two groups,
early-endorsed and later-endorsed/eligible countries, the data show strong real growth in
current expenditure on education financed from domestic sources over the first five years of
the decade (about 8% per annum on average for both groups). This appears to have been
largely driven by GDP growth since there has been little change in the proportion of GDP
captured as domestic revenue (although the early-endorsed group showed a slight upwards
trend) or the share devoted to current expenditure on education. There has, however, been
a marked shift downwards in the share of current education expenditure going to primary
education in the later-endorsed/eligible group. This led to a sizable difference between the
groups in the rate of real growth in current primary spending (9% per annum for the
early-endorsed group vs. 6% per annum for the later-endorsed/eligible group).

28. There is a general difficulty in interpreting the meaning of changes in public finance
indicators which measure "shares" rather than "levels" of expenditure, particularly at a global
level. While there is merit in monitoring trends in these indicators, since sharp changes may
well signal movement in government priorities and/or levels of spending, additional
information is needed from countries to understand if this is indeed the case. In addition it is
important to recognise that some indicators are likely to be moving in different directions
depending on the stage of development of a country’s education system. Take indicator
(vii) share of primary education in total current public expenditure on education, as an
example: if a country is starting from low primary education intake rates and rapidly
expanding its system, this indicator would be expected to increase in the short- to medium-
term. But, in the longer-term, the larger cohorts of graduates from the primary cycle would
put pressure on expansion of the secondary cycle, and indicator (vii) would be expected to
fall to make way for comparatively high growth in spending on secondary education.

Results: Movement of FTI endorsed countries towards or away from selected
IF benchmarks

29. This section draws on data from the FTIS database. It presents data on a country-by
country basis, since, as previously discussed, the indicators are not necessarily calculated in
exactly the same way in different countries (for more details see discussion in Part B of
Appendix I). Indeed there are some large differences between data found on particular
countries in the FTIS database and standard UIS data for the same indicators and year.
Furthermore, the data are not consistently different, i.e. the difference between the two
sources for the same country may be positive one year and negative the next. This implies
that some of the country-level data being reported to the FTIS are not consistently calculated
each year for the same indicator (see Part B of Appendix | for a comparison of sources).

30. The objective of the analysis is to see if endorsed countries have moved towards the
FTI IF benchmarks over time, and also whether the year of endorsement appears to make a
difference. It is important to emphasise that a judgement is not being made about whether a
particular country’s movement towards or away from a benchmark is a positive or negative
development, for the reasons discussed already.® In addition, causality for any differences
observed between early- and later-endorsed countries cannot necessarily be attributed to
the FTI. Many other factors are likely to have impinged on the movements in indicators
observed, and there is also a selection bias inherent in the timing of countries chosen for
endorsement.

® For further discussion of the Indicative Framework, including the extent to which it was used by
countries in the case study group, see Annex C.
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31. Indicator (iv) from the FTIS: public current expenditure on education as % of public
current expenditure. For 17 endorsed countries, Figure 11.12 below shows each country’s
distance from the FTI IF benchmark of 20% in 2003 and 2006, with countries ranked
according the year of endorsement. Eleven countries were below the benchmark in 2003
and in 2006. Of the original eleven, six moved closer to the benchmark, while four moved
further away. One country (Ethiopia) moved up to reach the benchmark exactly, but was
replaced by another (Yemen) which fell from a position above the benchmark to six
percentage points below it. Three of the six countries above the benchmark in 2003,
increased their share of current expenditure going to education even further (Ghana, Mali
and Senegal). In short, there is a mixed picture and the conclusion cannot be drawn that
endorsed countries appear to be moving systematically towards the benchmark. Indeed, the
year of endorsement does not appear to make much difference to the pattern of changes
observed.

Figure I.12 Public current expenditure on education as % of total current
expenditure: distance from IF target in 2003 and 2006
m Distance from IF benchmark in 2003 = Distance from IF benchmark in 2006
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32. Indicator (viii) from the FTIS: Current spending on items other than teacher

remuneration as a % of total current spending on primary education. The FTI IF benchmark
for this indicator is 33%. Figure 11.13 below shows that out of the eleven endorsed countries
with data on this indicator, eight are below the IF benchmark in both 2003 and 2006. This
means that none of the eight countries have moved up to reach or exceed the benchmark by
the end of the three-year period. In fact, more than half of the countries (six) are 10 or more
percentage points below the benchmark in both years. At the extremes, Sao Tome and
Principe is over 20 percentage points below the benchmark while Lesotho is 25 percentage
points above the benchmark in both years. Nonetheless, over the three years, there has
been movement towards the benchmark in seven out of eleven countries. The three
countries in the 2002 and 2003 endorsed groups all moved towards the benchmark, while
the picture has been more mixed with the countries endorsed later than this. Without more
data it is not possible to say if this pattern is more widespread.
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Figure 11.13 Share of current primary education spending used on inputs
other than teachers (%): distance from IF target in 2003 and 2006
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F External Aid

33. This section looks at overall trends in aid commitments to education, and, within this,
the priority given to basic education. It compares the current volume of aid for basic
education with recent estimates of the external financing required to achieve the EFA goals.
It presents a separate analysis of education aid trends for the six largest donors to basic
education and highlights the considerable differences between them. The final subsection
takes the group of FTI countries that were endorsed up to 2004 and looks at patterns of aid
commitments to basic education pre- and post-endorsement. The important issue of how aid
for education is distributed between countries is dealt with in Section G below, which aims to
draw out some of the equity implications of current education aid patterns.

34. Full information on the data sources used in the following analysis is provided in
Part B of Appendix I. In brief, the calculations rely on the data supplied by the GMR,* which
cover the period 1999-2007 in the case of commitments, and the period 2002—-2007 in the
case of disbursements,'! in constant 2007 USD. The original source of these data is the
OECD DAC creditor reporting system (CRS).

35. The following two figures, show total (rather than just direct) aid flows to education
and basic education. These broader definitions include assumptions about the use of aid
flows that are not strictly assigned to education or basic education (following the convention
adopted by the GMR, and later the FTIS). In particular:

e Total aid to education = Direct aid to education plus 20% of direct budget support;

°To be used in the 2010 GMR (UNESCO 2009). The GMR has made certain adjustments to the
education aid data for France and Japan. Details of these can be found in Table G.14 of Rawle 2009.
There is also an adjustment for Germany for the year 2005, Germany’s adjustment is only for 2005, to
include the missing imputed student costs to post sec ed which was reported in the DAC database for
2005 but not in the CRS.

" The disbursement data are not complete because of gaps in the reporting by some multilateral
donors. This section mostly concentrates on commitments for this reason.
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e Total aid to basic education = Direct aid to basic education plus 10% of direct budget
support plus 50% of direct aid to education not specified by level.

Aid commitments and disbursements to education

36. Aid commitments increased significantly between 1999 and 2004 both to the
education sector (by 45% to USD 12 billion) and to the basic education sub-sector (by 80%
to USD 5.6 billion), as Figure 11.14 below illustrates. Since 2004 there has been almost no
growth in aid commitments to education: there was a sharp drop in 2005, followed by a
return more or less to the 2004 levels by 2007. Recent trends in basic education are even
worse. By 2007, aid levels to basic education were 25% lower than they were in 2004 at
their peak.

Figure 11.14 Aid commitments to education (1999-2007), by donor group
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37. Aid commitments to education grew at a similar rate to overall aid commitments in
the 1999-2004 period, with the result that education’s share of total aid was running at a
fairly consistent rate of 10-11% (Table 1.5). This suggests that the observed growth in aid
commitments to education in the first five years was the result of the general increase in aid
rather than a shift in priority assigned to the education sector. The post-2004 period tells a
different story. Overall aid commitments continued to grow in 2005 and 2006, while
education’s share of total aid fell to 7% and 9% respectively. It appears that education lost
ground to other sectors during this period. However, in 2007, overall aid commitments
dipped and education regained its 10% share of the total.*?

38. The priority accorded to basic education within overall education commitments has
oscillated over the period 1999 to 2007 (Table 1.5). In 1999 the share of basic education in
total aid to education stood at 38%, peaked at 47% in 2004 and was down to 35% in 2007.
In other words there is no evidence of a consistent shift towards basic education within the
education aid envelope since the start of the decade.

2 The GMR 2003/4 reports that, over the course of the previous decade (1990-1998) the bilateral
share of aid to education in total aid grew marginally from c.8.2% to ¢.9.5%, although in real terms
both bilateral aid to education and total aid fell considerably (see UNESCO 2003, p232-233).
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39. Aid commitments are often lumpy because they capture multi-year forward
commitments in the year that they are agreed. This makes the interpretation of commitment
trends rather difficult; for example, part of the rise in aid commitments observed in various
years may be explained by a move by donors towards longer multi-year commitments, which
would be consistent with international agreements on strengthening aid effectiveness (see,
for example, the Paris declaration on aid effectiveness (OECD DAC 2005)). Aid
disbursements, on the other hand, are more straightforward to interpret. Disbursements
reflect actual resources released in a particular year. Noting that full data are not available
for 2007, Figure 11.15 below shows that disbursements have increased since 2002, although
not consistently: they dropped in 2004, albeit only marginally, but had more than regained
their 2003 level by 2005. They increased again in 2006 and look likely to have increased
even further in 2007.

Figure 11.15 Aid disbursements to education (2002-2007)*, by donor group
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Source: Table I.5. Note: (1) Reliable disbursement data are not available before 2002 from the OECD DAC CRS.
It is for this reason that the GMRs have not presented disbursement data from before 2002 either. The EC is the
only multilateral agency consistently reporting data on disbursements to the OECD DAC secretariat. The GMR
2009 used unofficial disbursement data from its own survey of multilaterals to present total aid disbursement
figures (UNESCO 2008, Figure 4.6 p210). These figures have been converted into constant 2007 USD and
multilateral disbursements are calculated as the difference between the total and bilateral figures. (2) Complete
disbursements data for multilateral aid are not yet available for 2007.

40. Disbursements lag behind commitments by some years and therefore it is not
surprising to find that disbursements to education are lower than commitments in a situation
where the latter have experienced a period of growth in the recent past.'® The link between
commitments and disbursements is emphasised in the 2009 GMR (UNESCO 2008 p210)
which warns that "there is a risk that the slowdown in growth in commitments since 2004 will
soon be reflected in slower growth or stagnation of disbursements."

41. How do these global aid trends for education compare with estimates of the
resources needed to reach international education goals? For basic education, various
studies have estimated the cost, and the external funding requirements, of reaching selected
EFA goals. The 2007 GMR (UNESCO 2006) estimated that the total volume of external aid
needed to substantially meet EFA goals (including universal primary education and gains in
early childhood and adult literacy) is USD 11bn per annum (2003 prices). It is clear that there

¥ The ratio of commitments to disbursements over the period is slightly higher for basic education (1.5
on average) compared with education overall (1.4 on average) (Table 1.5).
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is a large gulf between aid commitments to basic education as they stand (average of
USD 4.6bn per annum between 2005 and 2007) and estimates of what is needed to reach
the EFA goals.

Trends in education aid commitments by donor

42. Within total aid to education, the priority accorded to basic education is somewhat
different for bilateral and multilateral donors as Figure 11.16 below demonstrates. In 1999 the
share of total education aid commitments going to basic education was 55% for multilaterals
and 33% for bilaterals. Eight years later the shares are much closer. Up until 2006 bilateral
donors had shifted their education priorities towards basic education, although in 2007 this
shift regressed sharply back to 1999 levels. Over the eight years, multilateral donors have
reduced their basic education share quite dramatically to 38%, although there have been
some large fluctuations in this indicator over the period.

Figure 11.16 Share of basic education in total education aid commitments
1999 to 2007 (%)
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43. In addition to comparing the groups of bilateral and multilateral donors, it is also

useful to contrast the changes in aid flows to education for individual donors. Figure 11.17
below reveals that six donors provide the majority of aid to basic education. Taken together,
their commitments to basic education accounted for almost two thirds of the total in 2007.
This group comprises two multilaterals (EC and IDA) and four bilaterals (France,
Netherlands, UK and USA). The concentration of aid to basic education amongst a few
donors was even more marked in 1999 where the six largest donors accounted for nearly
three quarters of basic education commitments (Table 1.7). Of the then six largest donors,
Japan and Norway have been replaced by the Netherlands and the USA. In fact, during the
period, the Netherlands made huge strides in moving up the ranking of donors to basic
education, from eighth place in 1999 to first place in 2006 (Table 1.8).
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Figure 11.17 Distribution of basic education commitments 2007, by donor
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44, The drivers of the comparatively large increase in commitments to basic education
since the start of the decade by the Netherlands are evident in Table 1.3 below. This table
compares two-year averages for key indicators from the beginning, middle and end of the
seven year period for each of the main donors.** The big story for the Netherlands, however,
is told between the years of 1999-2000 and 2005-2006, when it more than doubled its
overall aid commitments, almost doubled the proportion of aid going to education, and
increased basic education’s share of its education aid by 10 percentage points (Table 1.8).
No other donor comes close to matching this dramatic shift in commitment towards
education and basic education in particular.

* The reason for presenting two year averages is to smooth out commitment data, which are often
lumpy.
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Table 1.3 Real trends in total aid commitments and the proportion allocated to
education and basic education for a selection of large donors

Donor 2000-2001" 2003-2004" 2006-2007"
EC
Total aid (constant 2007 USDm) 10,042 10,589 13,468
Aid to basic education (constant 2007 USDm) 397 381 352
Education as % of total aid 7 8 6
Basic education as % of total education 50 45 41
IDA
Total aid (constant 2007 USDm) 9,226 11,864 11,139
Aid to basic education (constant 2007 USDm) 595 1,144 690
Education as % of total aid 11 14 14
Basic education as % of total education 57 67 47
France
Total aid (constant 2007 USDm) 4,651 7,961 9,374
Aid to basic education (constant 2007 USDm) 348 341 318
Education as % of total aid 30 22 22
Basic education as % of total education 25 20 16

Netherlands

Total aid (constant 2007 USDm) 4,305 3,204 8,076
Aid to basic education (constant 2007 USDm) 299 210 771
Education as % of total aid 10 11 14
Basic education as % of total education 73 59 63

United Kingdom

Total aid (constant 2007 USDm) 5,618 5,766 8,722
Aid to basic education (constant 2007 USDm) 377 712 623
Education as % of total aid 9 14 11
Basic education as % of total education 74 83 60

United States

Total aid (constant 2007 USDm) 11,631 24,617 24,824
Aid to basic education (constant 2007 USDm) 289 523 548
Education as % of total aid 4 3 3
Basic education as % of total education 66 76 74

Source: Table 1.8. Note: (1) all figures are 2-year averages.
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45, Looking at the volume of overall aid, the four bilateral donors displayed much
stronger growth than the two multilaterals. Two of the bilaterals (France and USA) more than
doubled aid commitments over the period, while the Netherlands almost doubled theirs.
Multilateral aid grew by about 28% on average.

46. There is a marked variation in both the starting point and changes seen over the
period in the priority accorded to education, and to basic education, within each donor’s
overall aid envelope. In 2000-2001, at the extremes, France committed 25% of education
aid to basic education compared with 74% by the UK, although these shares translated into
similar absolute amounts of aid for basic education. Over the period the USA displayed a
marked increase in the share of education aid going to basic education. This is reflected in a
large absolute increase in basic education aid commitments. In absolute terms, the
Netherlands and the UK also provided a large additional amount of aid for basic education
over the period, but in both cases basic education’s share of total education aid fell
considerably.'® In other words growth in aid volumes for basic education was largely driven
by strong overall growth in aid, not a shift in priorities within the education aid envelope.'®

47. In contrast, the EC and France recorded an absolute decrease in aid commitments to
basic education between the start, middle and end of the period, as well as a substantial fall
in the share of education aid going to basic education (this indicator stands at just 16% for
France in 2006—-2007 compared with 74% for the USA).'” The data on IDA reveal a more
complicated story. From the start to the middle of the period, overall aid commitments rose
by just under 30% and were at roughly the same level at the end of the period. There was a
very large spike in aid to basic education in the middle of the period (2003-2004), and at the
same time the proportion of education aid going to basic education shot up. However, by the
end of the period basic education’s share of education aid had dropped markedly, and in
absolute terms IDA shows only a modest increase aid to basic education between the start
and end of the period. The full breakdown of aid commitments to basic education by year for
each of the main donors is displayed in Table I.8.

48. If we consider, briefly, the three biggest donors to the FTI Catalytic Fund (CF), The
Netherlands, Spain and the UK, whom together constitute 71% of all signed pledges since
inception of the CF to end 2008, we can ask whether increases in their support to basic
education are entirely accounted for by pledges to the CF, or whether they constitute an
increase in their bilateral programmes as well. In the case of Spain, over the period in which
it was making pledges to the CF between 2005 and 2007, total pledges accounted for 88%

% In both cases while the share of basic education in total education has been fairly sporadic, the
sharpest decline was registered between 2006 and 2007. This decline can also be accounted for by
commitments those countries made to the FTI CF: the UK pledged USD129m in 2006, representing
more than the difference between it's 2003-2004 and 2006—-2007 averages, while the Netherlands
pledged USD430m between 2004 and 2007, and still increased its aid to basic education in real terms
by 158%.

'8 |t should be noted that while the apparent share of aid to basic education in aid to education fell,
both overall and for many donors, there has been an increase in both multisectoral aid and aid to
education unspecified by sub-sector; in fact, these two sectors demonstrate two of the top three in
terms of biggest gains since 2004 (see Table 1.19). Given the assumptions that underpin our
calculation of "total" aid to education and basic education, it could well be that in reality the proportion
of aid from these two sectors actually going to basic education is different to the proportion used in
our assumption model.

" Over the period 1999-2007 both France and the EC have increased aid to budget support
modalities, including multisectoral aid and GBS. The EC has also significantly increased its aid to
education unspecified. France aid to education unspecified has almost trebled since 2002; although
aid to this sector spiked in 2001 and 1999, in comparison to which, aid in 2007 seemed meagre (in
1999 aid to education unspecified stood at USD 1.068bn (constant 2007 prices), compared to just
USD 124m in 2007).
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of net increases to direct aid to basic education. The same figure for the UK, which made a
single pledge of USD133m in 2006, is 33%. For the Netherlands, the picture is complicated
by a huge spike in direct aid to basic education in 2006, followed by an even larger decline in
2007 (Table 1.28). The picture thus presented for each of the three largest donors to the CF
varies by donor. The lion’s share of Spain’s increased support to the sector was indeed
accounted for by its contribution to the CF. This was much less the case for the UK, whose
pledges account for only one third of its increasing support. For The Netherlands, in the
years where direct aid to basic education increased (2004—-2006), the CF accounted for
approximately one quarter of that increase. In 2007 when direct aid to basic education
decreased, pledges to the CF offset this decrease to the tune of 15%.

Trends in education aid by FTI status

49, One of the objectives of the FTI endorsement process was to act as a trigger that
would set off increasing volumes of aid to basic education. Demonstrating such a link
requires an analysis of long-term time series, which are not yet available. However, the
following figures present a first look at the issue. The first figure examines differences in the
priority accorded to basic education within education aid, between countries grouped by their
FTI status. There are three FTI status groups: (i) countries endorsed by the FTI between
2002 and 2004 (13 countries), — this subset was selected so that there would be a minimum
of three years of data after the time of the endorsement; (ii) countries endorsed after 2004 or
eligible for FTI (55 countries); (iii) countries ineligible for the FTI (112 countries). The latter
group almost entirely comprises middle- and high-income countries (see Table 1.2 for a list of
countries by category). It is important to note that even if clear differences are observed
between the country groups they are not necessarily caused by participation/non-
participation in the FTI.

50. In 1999 both the early-endorsed countries and the later-endorsed/eligible countries
had a similar proportion of education aid going to basic education (47% and 48%
respectively) while the ineligible group’s figure was much lower at 29%. Figure 11.18 below
plots trends in this indicator for the three groups and reveals that in 2000 the early-endorsed
group climbed above the later-endorsed/eligible group and remained there (with the
exception of 2004) until 2007 when similar shares were again recorded (47% for
early-endorsed group and 45% for the later-endorsed/eligible group). The ineligible group
remained well below the other two groups and followed a downward trajectory reaching a
share for basic education in total education aid of 24% by 2007. In short, it appears that
basic education was accorded a comparatively higher priority in education aid in the
early-endorsed countries for most of the eight-year period compared with the other two
groups, and the difference is more marked in the post 2002 period (although as noted
before, this is not necessarily because the countries participated in the FTI early on).
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Figure 11.18 Trends in share of basic education in total education aid by FTI
status, 1999-2007
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51. Looking at trends in real levels of aid to basic education by FTI status group, Figure
11.19 below reveals that real growth in basic education aid between 1999 and 2007 was
higher on average for the later-endorsed/eligible group than for the other two groups. Aid to
basic education grew from USD 1,482m to USD 2,271m (53%) in the former group, from
USD 535m to USD 672m (26% growth) in the early-endorsed group, and remained at about
USD 990m in the ineligible group. Of course these start and end years hide trends in
between, but the later-endorsed/eligible group also outstripped the other two groups in terms
of annual average real growth in aid to basic education (11% p.a. for the later-
endorsed/eligible group, 8% p.a. for the early-endorsed group and 4% p.a. for the ineligible
group).

Figure 11.19 Real trends in total aid to basic education
by FTI status, 1999-2007
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52. Within the group of early endorsed countries, the year of endorsement varies from
2002 to 2004. Figure 11.20 below shows the absolute levels of aid to education and basic
education for this subset of early endorsed countries in relation to their year of endorsement
(for mean figures see Table 1.12). Year 0 on the horizontal axis is the year of endorsement.
The figure reveals a slight drop in aid commitments to basic education in the year following
endorsement, followed by a sharp rise in the second year (the pattern is almost identical for
total aid to education). In the third year after endorsement the volume of aid flows take a
drastic turn downwards, ending up below their levels in the year prior to endorsement. In
other words, there is not a consistent upward trend in aid flows to education or basic
education following endorsement for the early group of endorsed countries.*®

Figure 11.20 Aid commitments to education and basic education in countries
endorsed by the FTI until 2004
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53. The aggregate pattern of pre- and post-endorsement aid flows to education in the
early-endorsed group is the result of a wide variety of individual country trends; (see Table
I.14 and Table 1.15). This aggregate evidence, which is unable to discern causality in aid
flows, is complemented by country case studies which look directly at whether there is a
plausible association between endorsement by the FTI and subsequent aid flows in the
countries concerned.

Summary

54, In summary, aid commitments to basic education grew markedly in real terms
between 1999 and 2004, with most of the growth taking place after 2002. By 2007, they had
fallen by almost 25% below their 2004 level. There is a large gulf between aid commitments
to education as they stand and estimates of what is needed to reach EFA goals. The priority
given to basic education with the overall education aid envelope has oscillated over the
eight-year period since 1999.

'8 Excluding Vietnam from the group of early endorsed countries, as the single largest recipient of aid
overall, the picture changes due to the large decline in commitments to Vietnam in these years which
was the single factor bringing down the trend for all countries. Without Vietnam, aggregate total aid to
education rises by 8% for all countries between year 0 and year 3, and aggregate total aid to basic
education rises by 15%.
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55. For individual donors there have been considerable changes in aid commitments to
basic education over the period. Of the six largest donors to basic education, the USA
stands out as having made significant increases in the share of their education aid
commitments devoted to basic education; although it should also be acknowledged that the
share of aid to education in USA total aid commitments is comparatively tiny (average
around 3% compared to other selected donors average of around 10%, with France
averaging 27%). The USA, the Netherlands and the UK have all greatly increased absolute
levels of aid to basic education. On the other hand, the EC and France appear to have
shifted their aid priorities away from basic education.'® Basic education commitments from
IDA show more of a mixed picture: there was a very large spike in aid to basic education in
the middle of the period (2003—-2004), but it showed only a modest increase between the
start and end of the period overall. This mix of donor effort in financing basic education has
meant that the substantial step increase in levels of aid made by some donors has simply
helped to keep aggregate levels of aid to basic education from falling too drastically in the
latter part of the period.

56. There is not a consistent upward trend in aid flows to education or basic education in
the years following endorsement for the early group of endorsed countries on average. In
fact, by the third year after endorsement, total aid to education and basic education for
these countries was actually below where it was one year prior to endorsement. There is
also a wide variety of individual country trends underpinning the average for this group.
These are explored in the evaluation’s country case studies which use quantitative and
gualitative evidence to assess the extent to which trends in aid flows have been influenced
by FTI endorsement.

G Distribution of External Aid

57. This section investigates the distribution of external finance for basic education
between various country groups. It uses some basic indicators of need, such as average
country income, and the number of out-of-school children to try to establish how equitable
the allocation of aid for basic education is, and how this distribution has changed over the
eight-year period since 1999. It also looks specifically at the group of early-endorsed FTI
countries to see if individual donors have prioritised these countries in their basic education
aid.

58. It would be expected that the emphasis towards achieving the EFA goals and the
momentum around the FTI would result in a growing share of aid for basic education going
to the poorest countries. Figure 11.21 below shows the distribution of aid to basic education
from 1999 to 2007 among three groups of countries ranked by their average income: lowest
(least developed, 49 countries), low (other low income, 18 countries) and middle or higher
income (100 countries), plus one group where the aid has not been classified by country and
hence cannot be allocated by income group (17 non-country-specific groups).”® The figure
reveals that, in line with the objectives of EFA, the share of total aid commitments for basic
education going to least developed countries increased, although the gains made were
largely achieved in the period 1999-2002. During this early period, the share of basic
education aid committed to other low income countries fell, and, despite a gain between
2002 and 2004, this group’s share fell fairly sharply in 2005 and remained static in the
following two years.

' This appearance may be deceptive, however, as both donors have moved towards budget support
aid modalities, as well as significantly increasing aid to education unspecified, more of which than is
accounted for in these data may well go to basic education (see footnote 17).

% This differs slightly from the number of countries given in the public finance data sources.
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Figure 11.21 Distribution of aid commitments to basic education (1999-2007),
by country income group
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59. It is worth noting that at the start of the period, middle- and higher-income countries
accounted for the largest share of aid commitments for basic education (37%), some four
percentage points higher than the share to the least developed countries. By the end of the
period, the situation was very different with the least developed countries taking 45% of aid
commitments to basic education compared with 30% for the middle- and higher-income
countries. This indicates that aid priorities for basic education have shifted towards the
poorest countries over the period, but there is no evidence to suggest that this change
accelerated in the post-FTI period (it is possible that a high proportion of the aid attributed to
the non-specified by income category was in fact allocated to the least developed and low
income countries; this group’s share increased sharply in 2005 and 2006, but fell off again in
2007).

60. Turning to the geographic distribution of aid commitments to basic education, Figure
11.22 below breaks down aid to basic education by three geographical regions, sub-Saharan
Africa (SSA), South and West Asia (S&WA), and the other regions of the world, plus one
category where the data are not specified by region. SSA contains almost half of the world’s
out-of-school children (47% in 2006, see Table 1.6 in Appendix Ill) and for most of the
period, SSA received the largest share of aid to basic education, reaching a peak of more
than 50% in 2002 (the exception was in 2004 when it briefly fell below S&WA). It is worrying
to note, however, that the trend since 2002 is downwards, and SSA’s share of basic
education aid stood at only 40% in 2007. Apart from a spike in 2004,%* the S&WA region,
received between 10% and 20% of aid for basic education during the period. Given that
S&WA is the region with the second largest out-of-school child population (24% in 2006), it
does not appear to get its fair share of the aid for basic education according to this crude
criteria. On the same basis, the other regions, which account for the remaining out-of-school
children (29%), are comparatively well off in terms of their share of aid for basic education
(38% in 2007).

I This is due largely to spikes in commitments to India (USD 468m), Bangladesh (USD 246m) and
Nepal (USD 43m) from the UK in that year. The IDA also significantly increased its basic education
aid to these countries, with commitments of USD585m, USD 219m, and USD 61m respectively. The
IDA also committed USD 101m to Pakistan that year. In addition, Denmark, Japan, the Netherlands,
Sweden and the US all made significant increases relative to their usual levels of aid to basic
education to the region in 2004.
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Figure 11.22 Distribution of basic education commitments (1999 - 2007), by
region
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61. The analysis in Section F above revealed that different donors have different
preferences for funding basic education. Some donors have significantly increased their
commitments to basic education over the past eight years, while others have cut back. Has
the increased aid largely gone to the poorest countries, while reductions have affected the
comparatively rich countries? Have the early FTI endorsed countries particularly benefited
from increased aid? In order to answer some of these questions, Table 1.4 below presents
aid commitments to basic education, for the six main donors (in 2007), by three country
groups: (i) countries endorsed by the FTI up to 2004 (13 in total); (ii) countries eligible for the
FTI and those endorsed after 2004 (55 in total); (iii) countries not eligible for the FTI (99 in
total), plus a non-specified group (17 observations).?* As highlighted earlier, the third group
almost entirely comprises middle and high income countries, while the first two FTI groups
largely contain the least developed and other low income countries.?

62. At the start of the period, several donors allocated fairly high proportions of their aid
for basic education to the comparatively rich countries that are not eligible for the FTI (Table
I1.4 below). France stands out particularly in this respect: in 2000—2001, France allocated
more than a third of its aid to basic education to countries which are not eligible for the FTI.
The USA allocated almost one third, and the Netherlands one fifth on this category. By the
end of the period, the Netherlands had dramatically reduced the share of its aid going to the
ineligible group (to 4%), while France and the USA increased theirs markedly (each ending
the period allocating close to 45% of total aid to basic education to FTI ineligible countries).
The EC began the period allocating 14% of its aid to basic education to countries that were
ineligible for FTI support, but ended it allocating 47% to that group.

63. The group of early-endorsed countries have seen a large increase in aid for basic
education from the Netherlands and the UK since 2000—-2001. In contrast, France and IDA
recorded a large absolute decline in basic education commitments to the early-endorsed

2 This differs slightly from the numbers of countries in the public finance datasets.

% There are six LDC/OLIC countries that are not eligible for FTI and seven LMICs that are eligible for
FTI. The former are: (LDCs) Equatorial Guinea, Maldives, Samoa, Tuvalu; (OLICs) People's Republic
of Korea, Uzbekistan. The latter are: Albania, Georgia, Guyana, Honduras, Indonesia, Sri Lanka and

Tonga.
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countries between the middle and end of the period. (Both the EC and the USA committed
very little aid to basic education to this group over the period.) Anecdotal evidence suggests
that the IDA has been reducing its commitments to basic education in some FTI endorsed
countries as a result of commitments from the CF to finance basic education. It is possible
that this partly explains the downward trend in IDA basic education commitments to the
early-endorsed group.

64. Three donors have made substantial increases in basic aid commitments to the
later-endorsed/eligible group of countries since 2000-2001: IDA, USA and the Netherlands.
Basic education aid provided by IDA and the USA to this group grew substantially between
the start, middle and end of the period. The Netherlands registered a large increment in
basic education aid to this group between the start and end of the period, but a large drop
between the start and middle point.

65. The large amounts of aid in the "not specified" category for the Netherlands and UK
partly reflect their contributions to the FTI CF.

66. In summary, overall aid priorities for basic education have shifted towards the
poorest countries in the eight years since 1999, but almost all of the movement occurred in
the period before the FTI was launched. On the basis that SSA contains the highest
proportion of the World’s out-of-school children, it seems appropriate that it received the
highest proportion of aid commitments to basic education for most of the period. On the
same basis, S&WA does not appear to get its fair share of basic education aid. This
apparent inequity may not be specific to the education sector. S&WA contains several large
(highly populated) countries, and it is well documented that aid per capita is often less for
large countries.

67. The analysis of individual donor aid to basic education revealed that most of the
largest donors (exceptions being the UK and the Netherlands) have reduced the amount of
aid to basic education given to early-endorsed FTI countries over the period since 1999. The
USA, IDA and the Netherlands have all clearly raised their basic education commitments
towards the poorest countries over the period, but the USA has also sharply increased both
the share and the absolute amount of its basic education aid to the comparatively rich group
of countries that are not eligible for the FTI, as have France and the EC.
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Table 1.4 Real trends in aid commitments to basic education for selected donors,
by FTI country status

Donor 2000-2001" 2003-2004" 2006-2007"
FTI country status Basic Share Basic | Share Basic Share
education aid education aid education aid
Constant 2007 % Constant % | Constant 2007 %
usD 2007 USD usD

EC
FTI endorsed up to 2004 49 12 46 12 21 6
FTI eligible/endorsed post- 281 71 189 50 160 45
2004
Not eligible for the FTI 56 14 138 36 164 47
Not specified 12 3 7 2 7 2
IDA
FTI endorsed up to 2004 212 36 259 23 136 20
FTI eligible/endorsed post- 281 67 366 66 534 77
2004
Not eligible for the FTI 14 2 38 3 20 3
Not specified - - - 0
France
FTI endorsed up to 2004 50 14 142 42 31 10
FTI eligible/endorsed post- 174 50 142 42 134 42
2004
Not eligible for the FTI 122 35 56 16 137 43
Not specified 2 1 1 0 16 5
Netherlands
FTI endorsed up to 2004 37 12 42 20 176 23
FTI eligible/endorsed post- 191 64 91 43 263 34
2004
Not eligible for the FTI 59 20 70 33 30 4
Not specified 23 4 7 3 302 39
United Kingdom
FTI endorsed up to 2004 20 5 105 15 233 37
FTI eligible/endorsed post- 296 79 495 70 191 31
2004
Not eligible for the FTI 50 13 91 31 48 8
Not specified 12 3 20 3 152 24
United States
FTI endorsed up to 2004 36 12 40 8 38 7
FTI eligible/endorsed post- 96 33 157 30 244 45
2004
Not eligible for the FTI 88 30 265 51 234 43
Not specified 69 24 60 12 32 6

Source: Table 1.9. Note: (1) The aid commitment figures are all two-year averages.
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H Private Finance

68. The issue of private finance in education is varied and complex. At the outset an
important distinction must be drawn between public financing of private agents, and private
financing of public (or private) institutions. On the former there is a vigorous debate around
the benefits and detriments of the use of Public-Private Partnerships (PPPs) in the education
sector, which it is not appropriate to enter into here. Nor is this is the place to engage in a
comprehensive analysis of the issue of private household finance in education. Rather the
intention must merely be to define the basic contours of the issue and try to signal its
significance relative to public education expenditure.

69. This section thus looks briefly at various dimensions of the issue of private finance
and provision of education. It first considers the broad issues around collecting data on
private finance. Then it offers a brief description of some of the main datasets. Next it relays
short summary discussions of private provision of education services and private finance in
education, and sketches the relative significance of these aspects to the education sector
more broadly. It concludes with a discussion of the implications of this issue for the FTI.

Data collection

70. Data on private household expenditure on education are costly to collect.?* Data are
available from a variety of sources, but datasets presenting comparable data series across
countries and over time are still relatively young. Such data can only be collected in the first
instance via household surveys and education facility accounting systems, which are not
necessarily conducted or analysed routinely in all countries. Moreover comparisons of data
across countries, and within countries across time, can be problematic for a variety of
reasons. Where there are data, they are not always disaggregated between different types
of cost (direct and indirect) in the same way, or by level of education. While the World
Resource Institute (WRI) used uniform methods to process national survey data based on
well-established methodologies created by the World Bank, individual survey quality varies
widely and even similar surveys may not be strictly comparable. Significant differences in the
design of questionnaires make it impossible to fully harmonise aggregation procedures. For
example, household consumption measurements can vary widely depending on the distinct
categorisation of consumer goods identified. In addition, comparisons of countries with
different levels of development can be problematic due to variations in the relative
importance of expenditure and income from the production and consumption of non-market
goods. The local market value of all consumption (including consumption from own
production, particularly important in underdeveloped rural economies) should be included in
the measure of total consumption expenditure. While most survey data now include
valuations for consumption of income from own production, valuation methods vary.*

71. The ways in which public and private financing are intertwined also complicate the
matter (for instance where governments provide partial funding to private institutions, or
education conditional cash transfers etc.). In many countries it is recognised that on

 private expenditures are extremely difficult to report in the absence of special household
expenditure surveys, which are costly to design and implement (UNESCO 2003 p99).

 EarthTrends (http://earthtrends.wri.org) Searchable Database Results; Economics, Business, and
the Environment — Base of the Pyramid: Share of total household expenditure, education; Technical
notes. The reliability of these data can also be open to question as it is often difficult for households to
value consumption items where there are not always established markets for those items. Examples
include food gathered from the bush, blood (consumed as a foodstuff), firearms (where it is not
possible to ask about firearms at all but where they often comprise a significant share of assets and
consumption expenditure), livestock (where some communities consider it taboo to answer questions
on numbers and values of livestock owned), etc.
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aggregate the greater share of household education expenditure goes towards secondary
and tertiary education, due to the high cost of these in comparison to primary, which is often
ostensibly free. However, it is also recognised that spending on primary education remains
significant for many households in a variety of different contexts, and that the share of total
household education expenditure commanded by different levels of education varies across
different demographic and income groups. In countries with historically low levels of
secondary and post secondary education, and in countries with rapid population growth, the
opposite is more likely to be true due to more households having more young children and
the education system not growing fast enough to catch up with the growing number of
primary-school leavers. In short, the cost of accessing education, even in countries where
primary schooling is ostensibly free, remains in many instances a real barrier to the
achievement of UPE and other EFA goals.

Datasets

72. Currently there is no definitive global repository for these data, nor yet a universally
recognised or standardised set of indicators. Several of the main global datasets do present
some data on private education expenditure, but not always for the same indicators and data
are often very sparse across countries and years. Some analyses refer to total private
spending as a proportion of GDP, others to private spending as a proportion of public
education spending defined in different ways (total public education expenditure; recurrent
public expenditure etc.). At the household level, universal measures outside of household
expenditure on education as a proportion of total household expenditure are not uniform
either, as household spending is not always or similarly disaggregated by level of education,
or split between different types of costs (direct and indirect).

73. Of the main global education datasets:

e UIS online database presents data on total expenditure on educational institutions
and administration as a percentage of GDP from private sources, disaggregated by
level (all levels, pre-primary, primary, secondary and post-secondary non-tertiary,
and tertiary). Data are very sparse both across countries and over years.

e WB EDStat presents an education data repository from country household surveys,
including Demographic and Health Surveys (DHS), Living Standards Measurement
Study (LSMS), and Multiple Indicator Cluster Surveys (MICS). The latter contains
data on household education expenditure disaggregated by level (primary,
secondary and post-secondary). LSMS disaggregates between various types of
household education expenditure, and gives proportion of education in total
household expenditure. Only 14 of 80 countries have LSMS surveys, and not all of
these for multiple years. EDStats tables 1.111.3 and 2.1i 2.3 present data drawn
from a variety of sources (including OECD and UIS databases, as well as individual
household surveys) for between 61 and 63 countries respectively on two indicators:
Private education expenditures as % of GDP; and Private education expenditures
as a percentage of total education expenditures. These data are disaggregated
between three categories: All levels of education; Primary and secondary; and
Tertiary. The tables do not present data on private household education
expenditure on Primary education alone. Close to half of the countries presenting
data in these tables are OECD countries (29 of the 30 OECD countries are
present, the exception being Luxembourg).

e OECD presents expenditure data for OECD countries on all entities that provide
funds for education, classified as either governmental (public) sources or non-
governmental (private) sources, the sole exception being "international agencies
and other foreign sources", which are treated as a separate category. There are
three types of financial transactions: Direct expenditure on educational institutions;
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Transfers to students or households and to other private entities; and Households'
expenditure on education outside educational institutions. Direct private
expenditure data are disaggregated according to the type of service provider to
which, or for which, the payments are made 1 that is, public institutions,
government-dependent private institutions, and independent private institutions.

¢ World Resource Institute Earth trends presents Percent (%) of total household
expenditure among those earning less than USD 3,000 annually for 33 countries,
compiled from household surveys taking place between 1998 and 2005 and
originally published in Next Four Billion: Market Size & Business Strategy at the
Base of the Pyramid (World Resources Institute 2007).

¢ EPDC (Education Policy and Data Center) country profiles, which are constructed
using household survey data, do not report household education expenditure.

74. Under these conditions of the effective absence of any definitive global repository or
standardised set of indicators for household education expenditure, we are left with a more
or less disparate collection of not necessarily comparable household survey data, collected
at differing times around the world with irregular frequency. The UIS Global Education Digest
includes statistical appendices on Private expenditure on educational institutions and
educational administration as a % GDP, disaggregated by level, but acknowledges that "a
lack of data limits the information on private funding even though it is an important factor"
(UNESCO 2009 p49). The GMRs report in detail on the private provision of education
services — proportion of private enrolments etc., structure of the private sector in education
service provision — but only sporadically on private education expenditure: most GMRs
include at least a brief discussion in the main text, but none present tables in the statistical
appendices with data on private education expenditure and the figures and indicators quoted
in the main text in support of the discussion are drawn from disparate sources.?

Private provision of education services

75. Private participation in education has grown markedly in the last 20 years. Globally,
enrolment in private primary schools grew by 58% between 1990 and 2004, while the same
figure for public primary schools was only 10%. There are around 113 million students in
non-government schools; of which 62 million are at the primary level (Patrinos et al 2009
p3).%” Governments remain the main financiers of primary (and secondary) education, but an
increasing variety of forms of private participation (PPPs) in the delivery of education
services proliferate. Public-Private Partnerships can take the shape of publically funded
contracts to provide services such as the construction and maintenance of education
infrastructure, provision of teacher training, provision of support services like school meals,
design of national curricula, as well as the management and operation of public education
institutions themselves. Still other forms of contract require private agents to provide
education to specific student groups by means of subsidies and vouchers. The most

% For instance, GMR 2005 reports that "The share of private expenditure in primary and secondary
education has been estimated at 42% in Jamaica, 33% in the Philippines, 30% in Chile, 24% in
Indonesia and 21% in Colombia, to take but a few examples" (UNESCO 2004). Whereas GMR 2002
reports on private household expenditures per pupil relative to the level of public recurrent
expenditures per pupil for 6 African LDCs (plus Ghana) use a combination of household survey data
and secondary reporting (UNESCO 2003).

*’ GMR 2003/4 shows global-level data as missing for 1990, but in 2004 presents private enrolment in
primary education as a percentage of total enrolment as 7.3% at the global level (UNESCO 2003,
Table 11, p382). GMR 2009 states that between 1999 and 2006 private enrolment in primary
education as a percentage of total enrolment has remained static at 7% (UNESCO 2008, Table 5,
p306).
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common type of PPP is where the government provides subsidies to private institutions to
fund student places.

Education financing by private households

76. While there is a vigorous debate as to the benefits and detriments of PPPs in
education, another important factor within the education system of any country, even where
free public primary education is ostensibly universal, is the amount of education expenditure
borne by private households. Such expenditure can take the form of formal or informal user-
fees, exam charges, transport and school clothing costs, cost of school meals, facility
maintenance etc., as well as the opportunity costs of sending children to school who might
otherwise be employed in productive economic activity. These costs are often intertwined in
complex ways with public spending on education, making them difficult to disentangle.
Nonetheless they often place a significant burden on households, especially the poorest,
and act as real barriers to the achievement of UPE even in countries where primary
education is nominally free.

77. Numerous studies estimate the ratio of private household to public education
expenditure to be significantly high in many countries. The GMR 2008 reports on 11
countries participating in the joint UIS-OECD World Education Indicators (WEI) programme,
as well as 28 OECD countries, and finds that household payments of school-related charges
in nine of the 11 countries represent more than one-quarter of total expenditure on
education. Table 2.2 in the World Bank ED STATS?® also reports Private Education
Expenditures as a Percentage of Total Education Expenditures on primary and secondary
education for a selection of countries, and shows that for those developing countries with
data, this share can be highly significant: in Kenya in 1991 (the only year with data) the
share is recorded at 38%; Indonesia records proportions of around 23-24% between 1999
and 2002; while Zambia shows a share of 80% in 1990. A DFID study (DFID 1998)
analysing Ghanaian household survey data from 1987-1992 found that household direct
and indirect expenditures on primary education amounted to the equivalent of about 30% of
government expenditures. A study in Vietham (Patrinos and Glewwe 1999), using data from
the Vietnam Living Standards Survey 1992-1993, found that, despite primary education
being nominally free, and primary enrolment in private schools under 2%, private finance
amounted to over 50% of total primary education financing. The country case studies
conducted as part of this evaluation also produced significant insights in this regard. In
Burkina Faso, for example, it was stated that household spending on education was
estimated at approximately 33% of the total recurrent education expenditure (public +
private) in 2006; the figure for primary only was 23% (Chiche et al 2010).

Conclusion

78. Notwithstanding the complications and problems associated with the construction
and comparability of these data, such findings do demonstrate that private finance
constitutes a significant element of overall education finance in many countries. As the GMR
2005 points out, a different picture would emerge to the one presented by public expenditure
alone if data on private expenditure on education were available. Countries have different
mixes of public and private schooling, and a shift of emphasis from what governments invest
in education to what societies invest is needed to take this into account (UNESCO 2004,
pl117).

*® See
http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/EXTEDUCATION/EXTDATASTATISTICS/EX
TEDSTATS/0,,contentMDK:21217413~menuPK:4324086~pagePK:64168445~piPK:64168309~theSit
ePK:3232764,00.html (accessed 30/09/09).
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79. While it is not the remit of the FTI to directly address private household expenditure
on education, the issue does indirectly pertain to the FTI agenda on UPE. The FTI's efforts
to aid countries to achieve UPE (and perhaps other EFA goals) are necessarily affected by
the issues of actual household education expenditure as a barrier to access, and private
provision in education as a structural feature of the education sector. Country efforts to
account for these issues and tackle the various problems associated with them should thus
be appropriately reflected in education sector plans and in this way enter into the
consideration of the FTI. As it stands, the IF indicator on private provision (private share of
enrolments % of pupils enrolled in exclusively privately-financed primary schools) is
seriously inadequate to capture what is going on in an increasingly complicated and
privatised world.*°

% See Annex C in Volume 2 of the report for a discussion of the FTI Indicative Framework.
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