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INTRODUCTION

The course guide provides comprehensive irdtion on necessary
steps to take in order to derive maximumndbés from the course
material. The course covers different areas of a&tiluc finance such as
investment in education, conceptual issues ettucation finance,
national and international perspectives on catlan finance. Other
areas include budgetary allocation, managematresources and
appraisal techniques in education at differentleveAt the end of each

unit, is a Self- Assessment Exercise thabbls you to determine the
extent of your understanding of that paréculunit. In addition, there
are Tutor-Marked Assignments that constitutdegral part of your
evaluation.

WHAT YOU WILL LEARN IN THIS COURSE

Finance has been identified as the most itapb of all resources
required for quality educational delivery deev This is because it is
capable of influencing the quality and quantityottier resources which

are needed for execution of educational @pmognes. Therefore, it is
important for prospective educational admiaistrs and planners to
have a perfect understanding of the dynamics ofatthn finance. You

will learn about the various terminologies mducation finance,
strategies for resource mobilisation, educatifimance in Nigeria, as
well as experience in developed economies tlid world. In addition
you will learn about budgetary allocation agell as cost analysis in
education.

COURSE AIMS

The aim of the course briefly put, is to equip yath necessary skills

to function effectively as educational admirrs and planners that
would influence policy decisions in areas etlucation finance for
guality education delivery service.

This will be achieved through:

. introduction of students to foundational issuéen education
finance.

. identification of strategies for education aiite from national
and international perspectives.

. exposure to techniques for education finarioe developed
economies and implications for education financHigperia.

. itemising of educational costs and analysis incatlan finance

. highlights of different methods of financinguman resources in
education
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COURSE OUTLINES

In order to achieve the aims of the coumatlined above, there are
specific objectives that are clearly stated atabginning of each unit in

the course material. Through this approachwibuld be very easy for

you to determine the extent to which you have aaddhe objectives

stated at the end of each unit.

On successful completion of this course, you shbeldble to:

. appraise the correlation between education anda@vent

. identify the private returns on educational investin

. itemise the non-market private returns on educatimvestment

. explain the public returns on educational investmen

. list the non- market public returns on educationaéstment

. define some basic concepts in education finance

. state reasons for government involvement ke tfunding of
education

. highlight the merits and demerits of governtndunding of
educational system

. itemise factors that influence government suppbetdwcation

. classify educational finance

. identify constraints to education finance in Nigeri

. identify specific developments on student financéligeria

. itemise some of the measures that can improve stdid@ncing
in Nigeria

. state the basic methods of educational finance

. state the difference between the policy bk tcolonial
administration and post colonial administrationealucation

. identify the specific landmarks in policy eltion and
corresponding impact on education financing in Nege

. highlight the various challenges to educationaiice in Nigeria

. state solution to some of the constraints to edural finance in
Nigeria

. highlight the functions of educational finance

. identify different sources of educational finance

. outline various methods of educational financing

. identify specific contributions of donor agencies

. state the evolution of education development ptejec

. list important aid agencies

. mention their scope of operations

. define an international development agency

. identify different international development agesci

. state the historical origin of different imational development
agencies
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. list some of the contributions of differenbternational
development agencies to education in different trees

. distinguish international development agencies ffoumdations
and nongovernmental organisations

. dentify the percentage of total budget that committed to
educational finance in the selected countries

. state the sources of educational finance in thesatdes

. list the roles of each tier of government in ediocsd! finance

. identify similarities and dissimilarities indecational finance
among these countries

. list the impact of politics on educational finance

. explain the meaning and concept of budget

. identify the various types of budget

. discuss on the various types of budget

. explain the importance of school budget

. define education costs

. discuss the concept of educational costs

. enumerate the types of Educational Costs

. explain production function

. discuss factors which influence educational costs

. state the uses of cost analysis in education

. explain the traditional control technique

. explain the concept of resources in education

. discuss the various types of resources in education

. explain the term “human resources/personnel managem

. discuss the major benefits of Employees’ qenbnce to
Employers

. explain the concept of Human resources and Humgitata

. explain the classification of labour force

. state the importance of Human resources

. discuss Human Capital formation

. explain the means of Human capital formation

. discuss in details, the concept of resource alimean education

. explain the types and relevance of educationaluress

. explain the factors affecting resource allocatioeducation

. explain the concept of Education and Economic Welfa

. explain the Concept of Marginal Productivity

. discuss the factors that affect earning differdstia

. enumerate the concept of become distribution

. explain the issue of cost-benefit in Education

. explain the concept of Cost-Effectiveness in edanat

. explain the issue of efficiency in education

. discuss the issue of productivity in education

. explain the issue of cost-benefit in Education

Vi
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. explain the concept of cost-reduction in education

. discuss the uses of cost analysis in education

. explain the types of data needed for cost analysis

. enumerate recurrent and capital costs analysis

. explain cost recovery in education

. explain cost behaviour analysis in education

. discuss the factors that determine cost levelslutation.

WORKING THROUGH THIS COURSE

Itis expected that before the completion dfist course you must have
read the study units, textbooks and othees@ibed materials for this
course. Each unit also contains Tutor- Markadsignment that will

form part of your personal assessment on this eoéssignments and

class works will be given periodically, anfihal examination will be
conducted after the completion of the course.

COURSE MATERIALS
The major components of the course are:

1. Course outline
2. Course guide
3. Study units

4 Textbooks

STUDY UNITS

There are seventeen units in this course #mely are arranged in the
following sequential order:

Unit 1 Education as an Investment

Unit 2 Conceptual Issues in Education Finance

Unit 3 Concept of Education Finance

Unit 4 Historical Perspectives of Education Finance indxie

Unit 5 Sources of Education Finance in Nigeria

Unit 6 Role of Nongovernmental Organisations and Fouodati
in Education Finance

Unit 7 International Development Agencies and Edoacati
Finance

Unit 8 Education Finance in Selected Developed Countries

Unit 9 Budgeting and Uses

Unit 10 Education Cost and Financial Analysis

Unit 11 Management of Financial Resources

Unit 12 Human Resources and Human Capital

Unit 13 Resource Allocation in Education

Vil
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Unit 14 Education Finance and Economic Welfare of Personnel

Unit 15 Cost Effectiveness, Efficiency and Productivity

Unit 16 Measures for Reducing Unit Costs of Education ahdro
Uses of Cost Analysis in Education

Unit 17 Analysing Cost behaviour

Each unit consists of introduction, objectives, maontent, conclusion,

self assessment exercises, summary, Tutor-MarRssignments,
references and suggested textbooks for furtreding. The self-
assessment exercises are meant to assist iryoachieving the stated
objectives for each unit as well as the overalkotiyes of the course.

TEXTBOOKS

There are many books on this course but you arsedito read current
and relevant textbook on the course. You will fihd under listed titles
useful.

William, G. C.(2004). Education Finance focheol leaders: Strategic
planning and administration. Merrill Education/Prea Hall.

Callaway, A & Musone A (1968)Financing education in Nigeria
Paris: UNESCO International Institute for EducasibRlanning.

ASSESSMENT

As part of the evaluation mechanisms, this cobese4 Tutor-Marked
Assignments (TMAS) out of which the best vidould be used for the
Continuous Assessment for this course. The TMAsangpulsory and

you are advised to attempt and submit & tassignments as at when
due, as they will be graded accordingly acdnverted to 30%, which
will be added to your total course mark. The counsgerial and other

books recommended for further reading will loé tremendous
assistance to you in undertaking these Tutor-MaAssignments.

The final examination will be based on your perfance in the course
work and dissertation. It is therefore desirabbd tfou put in your best
in every facet of the programme. This is because poor performance

in any of the assignments listed in the course dlle negative impact
on your overall grading.

Evaluation of the course would consist of toftMarked Assignment

and End of Course examination. The TMA constitliigo3f the Total
Credit Units score. The End of Course examinatsori%o.

viii



EDA 915
COURSE GUIDE

HOW TO GET THE MOST FROM THIS COURSE

1. In distance learning, the study units are equiviaietectures in
the conventional universities where there fexze to face contact
between lecturers and students during lectures. i$lune of the
advantages of distance learning, since yom cead and work
through specially designed study materials at youm pace, and
at a timeand place that suits you bestinkihof it as if you are
reading the lecture instead of listening to théuesr. In the same
way a lecturer might give you some reading to de,study units
tell you when and what to read. You areovigted with self-
assessment exercise to ascertain your levVeluralerstanding of
each of the units, just as a lecturer might giestudents an in-
class activity.

2. Each of the study units follows a uniform formge first item
iIs an introduction to the subject matter thfe unit, and how a
particular unit is integrated with the other uratgl the course as
a whole. Next to this is a set of learnimpjectives. These
objectives allow you to know what you should beeabl do, by
the time you have completed the unit. Thearding units are
meant to guide your study. The moment at usi finished, you
must go back and check whether you haveieaet the
objectives.

3. Self- assessment exercises are interspersenlgtiout the units,
working through these activities will help woto achieve the
objectives of the unit and prepare you for thegassients and the
examination. You should undertake each of #g®f assessment
exercises as you come across them in thelystunit. A good
performance in the self- assessment exeredé definitely
motivate you to go to the next unit.

4. The following is a practical strategy for nkimg through the
course material. If you run into trouble,lehone your course
facilitator or visit the study centre nearest tayBemember that
the course material is a self study manubkrefore your
facilitator is to assist you any time you needarification on the
content of the course material.

Read this course guide thoroughly, it is your fassignment.

S. Organise a study schedule. Design a ‘Course Owertteguide
you through the Course. Note the time you are erpeto spend
on each unit and how the assignments relatethe units.
Important information, e.g., details of your tutdsi, and the date

iX
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of the first day of the Semester is avddalat the study centre.
You need to gather all the information in one pJateh as your

diary or wall calendar. Whatever method yechoose to adopt

must be written down with dates and schedule akwdor each

unit.

6. Once you have created your own study scleeddo everything
to stay faithfully to it. The major reason accounafor students’
failure is due to inability to adhere strictly tchedule. If you are
having difficulties with your schedule, donhesitate to contact
your course facilitator before it is too late.

7. Review the objectives for each study units d¢onfirm that you
have achieved them. If you are not sureutbany of the
objectives, review the study material or adnseither your
facilitator or the study centre. When youe aconfident that you
have achieved a unit's objectives, you can stathemext unit.
Proceed unit by unit through the course ang to space your
study so that you can keep yourself on schedule.

TUTOR AND TUTORIALS

The mode of instructional delivery will bei-rbodal, that is, the
programme will be partly face-to-face and parthaalistance. You will
be notified of the dates, times and location fer ffice-to-face contact.

SUMMARY

EDA 915 intends to introduce you to Eduaatid-inance. Upon
completing the course, you will be equipped witsib&nowledge and
skills that will place you in the status of effeetiand efficient manager

of financial resources in the educational systeémill also enable you

to influence policy decisions geared towartksource mobilisation for
guality education delivery.
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MODULE 1 FOUNDATION OF EDUCATION

FINANCE
Unit 1 Education as an Investment
Unit 2 Conceptual Issues in Education Finance
Unit 3 Concept of Education Finance
Unit 4 Historical Perspective of Education Finance in Nige

UNIT1 EDUCATION AS AN INVESTMENT
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Education and Development
3.2 Private Returns on Educational Investment
3.2.1 Earnings
3.2.2 Employment
3.2.3 Non-Market Private Effects
3.3 Public Returns on Educational Investment
3.3.1 Economic Growth
3.3.2 Non-Market Public Effects
3.3.3 Education and Democratic Values
3.3.3.1 Education and Social Stability
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Reading

1.0 INTRODUCTION

In both developed and  developing countrieslucation is no longer
seen as an ordinary consumer commodity requirethécultivation of
habits that conform to the norms of the society,abso as an important

kind of investment in a nation’s future arah instrument for national
development. This global perception of edweatiis the origin of the
concept of investment in education. This psemised on the
understanding that whatever is invested ie thducation enterprise is
bound to yield some dividends, just like in anyesthusiness concern.
These dividends are called returns on that padraavestment. In this
unit, you will study the role of education in demeinent, as well as its
benefits to both individuals and the society aj¢aiThese benefits will

be discussed in four sub-headings, namely; eductatid development,
private returns on education and public returngduncation.
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2.0 OBJECTIVES

At the end of this unit, you should be able to:

. appraise the correlation between education andao@vent

. identify the private returns on educational investin

. itemise the non-market private returns on educatimvestment
. explain the public returns on educational investmen

. list the non- market public returns on educationaéstment

3.0 MAIN CONTENT

3.1 Education and Development

In general, most developing countries perceive &t as a vital and
important tool for rapid development both sabcietal and national
levels. Apart from the effect of educatiom mational development,
education is also perceived as a catalystt thrings about rapid socio-
economic, political, scientific and technolagicdevelopment. Thus

these countries perceive education as:

. a factor of wholesome national development.
. an instrument for fast-tracking such development.

Consequently most developing nations have beemmitting a lot of
human and financial resources in support of agyeskive to provide
educational opportunities for their citizens ativas levels.

This emphasis on education has been supportedripusatudies that
attempted to quantify the contribution of eafion to economic
development in some developed nations. Hambismd Myers (1964)
observed that there is a good -correlationweéen Gross National
Product (GNP) per capita and different levelsmobément. In another
study, Lewis (1967) found some positive lielaghip between
secondary education and national developmdiite outcome of such
research efforts could possibly be responsibleiferaggressive policy

of most countries in their drive towards nmaki education available to
their citizens.

In Nigeria, the role of education in devetgmt is amplified in the
National Policy on Education, which statedattheducation is an
instrument par excellence for effecting nationdevelopment, (The
Federal Republic of Nigeria, 2004). It added furttinat education shall
continue to be highly rated in the national deveiept plans, because
education is the most important instrument afange and that any
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fundamental change in the intellectual and soaiibok of any society
has to be preceded by educational revolution.

An executive summary on the analysis of théorld Education
Indicators (WEI) published by the Organisatidar Economic
Cooperation and Development (OECD) in 2002 repdtiatt

...t has become clear that educational attamt is
not only vital to the economic well-being of
individuals but also for that of nations. céss to and
completion of education is a key determinant the
accumulation of human capital and economiowijn.
Educational outcomes also extend beyond iddali

and national income. Education is a force that pse
well-rounded and engaged citizens, and buifdsre
cohesive and participatory societies.

The result of the analysis of a study conductecusgply for WEI and

OECD countries indicate there is a consiterstrong and positive
association between improvements in the ste¢k human capital and
economic growth among WEI countries, an dafioo that is even
greater than that observed among OECD camtriOn average,
improvements in human capital may have acdmslnfor about half a
percentage point in the annual growth rates of atrath WEI countries

inthe 1980s and 1990s compared to previocadd#s. Among OECD
countries, only Greece, Ireland, ltaly and iSpdtained similar levels.
The results in WEI countries suggest that ®wvery single year the
average level of schooling of the adult gapon is raised, there is a
corresponding increase of 3.7 per cent ie tlong-term economic
growth rate.

Other scholars have emphasised the role diication in national
development. For instance, Fabunmi and IsaB09q) observed that
education is the key to individual and nadlb development. The
education enterprise is a very significant oneny @ation, community

or people as it is the bedrock for progress aneldgment. Education

has the ability to facilitate the acquisition ofanskills and knowledge

which in turn impact positively on productiui The increasing
productivity leads to increase in resources the creation of new
technologies, new businesses and new wealtdilg ultimately to
increased economic growth. The World Bank 9@)9 explains that a
single most important key to development apdverty alleviation is
education. Having examined the role of edooatas -catalyst for
national development, the next section wikplain how education
impacts positively on individuals.
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SELF-ASSESSMENT EXERCISE 1

I Education is an engine room for national developgmi@iscuss.
3.2 Private Returns on Educational Investment

The concept of human capital introduced byb&lo Laureate Theodore
W. Schultz in 1961 and elaborated upon bgbél Laureate Gary
Becker in 1964 implies that individuals acquiréliskand knowledge to

increase their values in the labour market. ltawever, observed that

there are three main mechanisms for acquisitof human capital.
These three mechanisms include:

. Experience
. Training
. Education

Out of these three, education has been identietieprimary source
for most individuals. The amount of education aceghby workers has
impact on labour market experience. The most dikegt that education

affects the labour market experience of wrkes through increased
productivity, thus increasing their earningghe more education
individuals acquire, the better they are able tsoab new information,
acquire new skills and familiarise themselvedsth new technologies
(Bartel and Lichtenberg, 1991). By increasitigeir human capital,
workers enhance the productivity of their laboud ahthe other capital
they use at work.

3.2.1 Earnings

Hall (2009) observed that research evidenece mivate returns to
education from 1979 to 1993 presented by eAlditer and Rouse
indicates that, a tremendous increase in Wadue of schooling has
occurred since 1979. They found that the returmtadditional year of
education rose from 6.2 percent in 1979 nearly 10 levels of human
capital seems to be increasing, tending rorease the future financial
returns to education.

The benefits of education as reported inltiter African Development
Bank’s Facing up to Inequality in Latin Ameri€2999) are substantial.

In Latin America as a whole, a worker with years education earns
50% more than someone who has not attensidibol. This gap
increases up to 120% for those in 12 yeadication (i.e., completing
secondary school), and exceeds 200% for thoselwitfears education

(i.,e., completing a university diploma). Altigh these effects are
private, they are also public benefits as better-trained work force

4
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contributes to rising tax stream, better timeatare, improved
institutional capital and so forth. Higher educatin particular has the
ability to create a pool of highly trained indivals that become a key
national resource.

If higher levels of productivity reflect high levels of human capital,
which are primarily a result of increasedueation, then a positive
relationship should exist between educatioadainment and earnings.
Figure 1 illustrates the outcome of the wgtudonducted by the US
Census Bureau in itCurrent Population Reportspublished in 1998.
The study indicated that in terms of annual mediaome, the average
baccalaureate tends to earn nearly $20,000 maretkie average high
school graduate.

This analysis has however, been faulted be ground that it is
incomplete because it ignores the investment dostiwcation. This is
because individuals provide the majority dife tresources for human
capital investment through their own financieésources and the time
spent acquiring additional education. A higichool graduate when
considering college will factor in the costf education as well as the
benefits. The cost of education borne bydestti consists not only of
tuition and living expenses but also of foregoneegs. Beyond high

school, foregone wages are the largest coemgorof investment in
education. Any estimate of return to schaplimust include the
investment costs of that schooling.

In another study, Orley and Rouse (1993) estimiiegbrivate returns

to education from 1979 to 1993 and indicatdtht, a tremendous
increase in the value of schooling has occurrecesi®79. They found

that the return to an additional year of educatase from 6.2 percent

in 1979 to nearly 10 percent in 1993. Cradf (1991) observed that
although the future is unknown, the demand by fifonsigh levels of

human capital seems to be increasing, tendimgincrease the future
financial returns to education.
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As noted previously, there is an increasimgge premium paid
workers with high levels of human capitaltasted through skills,
training, and education. Figure 2 Iillustratése increasing earnings
disparity between college graduates and their balflool counterparts.
Although real earnings have increased for bgttoups since 1975, the
nominal earnings differential between the twpooups has grown. The
Bureau of Labor Statistics (BLS) of the United 8sabf America, using

data from the National Longitudinal Survey oafouth, a survey
following 9,964 young men and women from 49until 1996, found
evidence of this increasing wage premium. |Rkaurly earnings rose
for members of all education levels duringe t period. BLS research
shows that the level of growth in real Hpurearnings, however,
depends on educational attainment. Among naged 28 to 32, those
with a high school education or lower weexperiencing 1.1 percent
annual growth rates in wages, compared td percent for college
graduates in the same age range. Salaries onafyeagraduation for

1993 college graduates were 22 percent higinerreal terms than
salaries for 1975 graduates one year after gramuati

OECD in 2002 observed that it has been iblessto bring together
crucial evidence on the role of human cépitand thus education in
fostering economic well-being for both indivads and societies in
World Education Indicators (WEI) countries. lall WEI countries,
labour force participation rates increase witie level of education
attained by individuals. Better qualificatiorslso attract higher wages
for individuals. One noteworthy pattern is that,illearnings increase

with each additional level of education in mostmies, attainment of

6
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upper secondary and especially tertiary edwutatconstitutes an
important earnings threshold in Brazil, Chiend Paraguay. For men,
the earnings advantage of tertiary compared upper secondary
education ranges from 82 per cent in Indonesidnost 300 per cent in

Paraguay. Overall, WEI countries in Latin Arcari display the largest
difference in income by level of educationhile those in Asia reflect
less variation in earnings relative to education.
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3.2.2 Employment

Mincer (1993) observed that the amount ofucation an individual
receives not only affects his earnings, but thdityuaf his employment
as well. He added that educated workers have Hueantages relative
to less-educated workers, which are as follows.

. Higher wages
. Greater employment stability
. Greater upward mobility in income.

Increased earnings by workers with higher educdéwvels are a result
of two factors.

1. Increased human capital results in higher proditgtitaat allows
workers to extract higher hourly wages.
2. Increased education increases labor force partioipadecreases

the probability of unemployment, and decreasegyatover.
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However, highly educated workers labour aatpe number of hours
annually for higher hourly wages than their lessoaded labor market
competitors. In 1996, the majority of the pplation out of the labor
force or unemployed resided in the lower gaunof educational
attainment. Possession of a college degreel996 increased the
probability of being in the labor force bgearly 23 percent over high
school graduates. Labor force participation ssongly associated with
education even after controlling for otherctéas, such as age and
marital status. Since those with a colleggucation have more to lose
by dropping out of the labor force (due tbeir higher earnings) than

high school graduates do, they are more lylik®o remain in the labor
force, (Hall, 2000).

The negative relationship between education amémployment exists

due to two factors: more efficient job sdéwmg and increased job-
specific human capital among those with higHevels of education.
Mincer (1993) explains why more educated wosk have lower
unemployment: "the more informed the job search ntore likely is a
successful job match, hence the longer are wolkely to stay on the

next job." In the same study, Mincer finds thatetad workers engage

in higher levels of training specific to thfrm, making workers more
valuable to their firms, thereby reducing tipeobability of involuntary
(i.e., non-employee initiated) job turnover.

Our discussion so far pointstothe fact thavestmentin education is
beneficial to an individual in terms of eags as well as opportunity
for employment. Besides these benefits there otluer advantages that

cannot be measured in terms of naira anttokdut are considered
highly significant. This will be our focusf odiscussion in the next
section.

3.2.3 Non-Market Private Effects

Evaluations of the returns to schooling often asalhe labour market

returns to education. The compensation focreiased human capital
formation is not limited to the earning ohoney. Education often
affects the quality of life in ways rarelthought about or recognised.
This section discusses the non-market outcomedumfagion.

Hall (2009) observes that aside from theectff of education on
increased earnings (hence, money available to spehealth care and
likelihood of having employer-provided healthenefits), persons with
higher levels of education tend to have drethealth than those with
lower levels. Individuals with high levels ofiuman capital have made
an investment in themselves, an investment that tpeotect by taking
preventive measures to increase the probabilibetter health. Annual
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checkups, mammograms, and regular exercise aanbe viewed as
investments in the maintenance of human capital.

OECD (2002) observes that there is now rbbegidence that human
capital is a key determinant of economic growth amrging evidence
indicates that it is also associated with wede range of non-economic
benefits such as better health and well-beilgolfe and Zuvekas
(1995) compiled a comprehensive review of tbHect of non-market
outcomes of education. They found considerablédence that as a
person increases his level of schooling, may increase his health
status and this effect could also extend his loved ones as well
Evidence presented by Wolfe and Zuvekas pdmta positive
association between an individual's level sthooling and the health
status of the person's family, controllingr fother factors. Other
evidence supports this finding of a positiassociation between
education and better health. One of the ng&et findings was an
empirical study by Grossman (1976) who fintisat schooling has a
positive and statistically significant effect orri@nt health, even when
controlling for past health.

However, evidence from some countries seemsindicate that private
rates of return are falling over time (Tilak997a, 69). Moreover, the
very concept of rate-of-return analysis in educahas been subject to
criticism (Leslie 1990; Bennell 1996; Curtit996). One argument is
that greater earnings for individuals with highearels of education do

not reflect the intrinsic value of education, soamthat school systems
operate as screening devices, in which otllg more talented get
through to higher levels. This view does natllify the value of
investments in education, but casts a differdight on the reasons for
earnings differentials at different levels of edima Other criticisms of
rate-of-return analysis are that the presamaif exact numbers gives
the illusion of precision.

SELF- ASSESSMENT EXERCISE 2

I With reference to specific examples, what dhe factors
responsible for increasing enrolment figures the educational
sector?

3.3 Public Returns on Educational Investment

Economists have been interested in econommawt) since Smith
(1776) made his inquiry into the wealth of natiolhsvas not until the
introduction of the concept of human capital the 1960s that
economists attempted to study the relationshgtween education and
economic growth. The pioneering work of Beck€995), Schultz
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(1987), Mincer (1993), and Denison (1985) vimted new information
on the link between education and economic growth.

3.3.1 Economic Growth

The contribution of education to economic growtitccurs through two
mechanisms. The first, and most highly pudd#id, is through the
creation of new knowledge, known &chumpeterian growth (Hall,
2009). According to Hall this concept is ram after Joseph
Schumpeter, who originated the theory that humawtyr was strongly
influenced by cycles of innovation. He addédgther that more highly
educated individuals translate into more scientetalysts, technicians,

and inventors working to increase the stook human knowledge,
through the development of new processes and téxjias.

This leads us to the second way that educatioctafezonomic growth.
Education affects economic growth through tHd#fusion and
transmission of knowledge. Schools provide theducation level
necessary to understand and digest new imfitom and a way to
transmit new information. Increases in educati levels helped the
invention and innovation in the computer isty over the past 30
years. Nevertheless without schools to teach hawséocomputers and
new applications, the effect of such innovation lddee reduced.

According to Hall (2009), early attempts tnalyse the increase in
output of goods and services (i.e., econorgiowth) were incomplete,
but researchers soon found out that increaseshuman capital had a
significant effect on economic growth. Grilichesla Jorgenson (1967)
concluded that increased levels of human capitalleéxed half of one
percentage point of the annual growth in paut Other research
confirmed this finding. Denison (1995) undeko one of the most
comprehensive studies on the effect of educatioecomomic growth.
Denison estimated that education per workeas whe source of 16
percent of output growth in nonresidential sihess. In another study
done for the Rand Corporation, 21 percent of tlvevgr in output from

1940-1980 was the result of an increase awerage schooling levels,
(Kings and Smith, 1988). Estimates of thdeatf of human capital on
economic growth in the United States mosthbnge from 10 to 25
percent, although some recent evidence disputes finding. Hall
(2009) citing Barro reported that while initidevels of schooling were
important to economic growth, changes did not ¢dbute to growth.

Hall (2009) observed that by improving theoductivity of American
workers, education increases the wealth of theddrtates. He added

that in order to illustrate the magnitude tfe effect of increased
educational levels on economic growth in thimited States, one must
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consider the effect on gross domestic prod(@DP) if educational
levels had stopped rising in 1959. In rdakms, GDP rose from
$2,210.2 billion in 1959 to $7,269.8 biliom 1997. If one were to
assume that increased education levels comgribl6 percent to
economic growth, and that this education owpment did not occur,
the result would be that in real terms 19&6DP would be Ilower by
approximately $1,260 billion dollars, standirat just over $6,009
billion in 1997.

In general, most developing countries perceive &t as a vital and
important tool for rapid development both abcietal and national
levels. Apart from the effect of educatiom mational development,
education is also perceived as a catalyst thrings about rapid socio-
economic, political, scientific and technolagicdevelopment. This
implies that education is not only seen asfactor that would bring
about wholesome national development, it Iso aperceived as an
instrument for fast-tracking such development. Assult of this, most
developing nations have been committing a lot ahén and financial
resources in support of aggressive drive, pivide educational
opportunities for their citizens at various levels.

In the case of Higher Education, the World Baokiced a correlation
between economic development and the developnoé higher
education, and that enrolment ratio in highedlucation is one of the
indices of development. For instance, relevaatistics shows that
enrolment ratio in higher education averag@%5 for countries
belonging to the Organisation for Economic oferation and
Development (OECD), compared to 21% in middieome countries
and 6% in lower income countries (World Bank998). Ade-Ajayi
(2001) sees higher education of which unit)erss a sector as a
‘catalyst ' to stimulate other levels of theducational system, and
enhance its contribution to the developmerit thke whole educational
system, notably through improved teacher eiluta curriculum
development and educational research.

Educated people are well-placed to be econowrmd social
entrepreneur, with far reaching impact on the eosoo@nd social well-
being of their communities. They are alsaalvito creating an
environment in which economic development psssible. Good
governance, strong institutions and a developefrastructure are all
needed if business is to thrive, and norfe tliese is possible without

highly educated people.
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3.3.2 Non-Market Public Effects

Education benefits society in ways that canm® measured by
economic growth. Hall (2009) observed thatucadion enables
Americans to be better mothers, fathers, dodil, voters, and citizens.
Investment in education generates positive "neigidmd effects,” i.e.,
outcomes that yield significant gains to oheln his 1962 classic,
Capitalism and FreedomNobel Laureate Milton Friedman describes
some of the "neighborhood effects" associated adiincation. A stable

and democratic society is impossible withoait minimum degree of
literacy and knowledge on the part of th@izens, and without
widespread acceptance of some common setvatdies. Wolfinger and
Rosenstone (1980); Neuman (1986) observe #thication can
contribute to both.

3.3.3 Education and Democratic Values

In similar vein, Hall (2009) observes thatueational attainment
correlates well with those items associated wistedle and democratic
society, that is, informed and interested ekt Educated people read
more about the issues, watch more news progranorstay informed,

and take a more active interest in publifais. Data from the
Condition of Education 1996published by the U.S. Department of
Education, finds that 57 percent of Americans ailir or more years

of college voted during the 1994 congresdiopections. Individuals
with four years of high school voted at rate of 30.6 percent. Other
studies show that level of education infllescvoting more than any
other socioeconomic factor.

Higher education has been identified as lpvimle of promoting an
open and meritocratic civil society. Highedueation is expected to
embody norms of social interaction such g®eno debate and
argumentative reason; to emphasise the autpnamd self-reliance of

its individual members; and to reject disénation based on gender,
ethnicity, religious belief or social clas§.he best higher education
institution is a model and a source of gues for creating a modern
civil society. This is an ideal not ofterealised, but is nevertheless a
standard against which to measure nationatesys. In addition, a
society’s understanding of what form of politicandocracy will suit it

best can be advanced on the basis of dehatk research that start in
the universities and colleges.

Higher education also helps to promote thdigktened citizens
necessary for a democracy. It achieves this liling the norms and
attitudes crucial to democracy in its ownudgints, who then become
teachers, lawyers, journalists and politiciaaed business leaders,
whose practices should promote enlightened citlaprecross society.
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Higher education also contributes insofar iasdemonstrates pluralism,
tolerance, merit, reasoned argument and other yahas are as critical
to democracy as they are to the educational process

3.3.3.1 Education and Social Stability

In a study conducted in the United Statds Ammerica on the effect of
educational levels on criminal activity witemphasis placed on the
overall level of education in society. As fast step, 15 states were
identified that had the highest percentage amfults over the age of 25
with a high school diploma. The average erimates were then
compared with the average crime rate in the 15 $vwstates. The crime

rate per 100,000 people is 20 percent lowar average in the high
education states. The simple observation, howevay, have occurred

by chance. It is possible that high educetio attainment states had
other qualities (e.g., higher law enforcemesgending, older
populations) that explain their low levels of crirdemore sophisticated
analysis that incorporates other qualities tieerefore considered as
appropriate.

In 1994, a study by two researchers at tiational Bureau for
Economic Research found that youths that work #tethé school have

a decreased likelihood of engaging in crimiretivities, (Witte and
Tauchen, 1994). Additionally, their findings suggtbst the acquisition

of education has a greater effect on crimeguction than the higher
income that is associated with superior etioical attainment. Other
researchers, analysing recidivism rates of crinsif@und that convicts

with low levels of education had a higher probapitif recidivism than
convicts with high levels of education, (Beck ardpfey, 1989).

Data suggest that there is also a reduced rel@ameeelfare and public
assistance programs among those with higleseld of education. In
1996, for example, 25-34 year-olds who wdrgh school graduates
were ten times as likely as college gradiate have received income
from Aid to Families, with Dependent Childrear public assistance
income, (National Centre for Education Statistk®98). These data are
consistent with empirical work by An, Haveman, audlfe (1993) that
showed less reliance on income transfers gmtmse with increased
education.

Other evidence confirms the link between atloo and illegitimacy.
The probability of a woman who has neverrried having a child
decreases dramatically as she acquires more Isahodccording to a

1998 United States Census Bureau release, ptiobability that an
unmarried woman between 25-34 years of age whotia high school
graduate will have a child is 68.9 percent. For anmad women with a
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bachelor's degree the illegitimacy rate i8 ‘ercent, (Bachu, 1995).
This finding, however, does not hold otheactbrs constant and
illegitimacy may therefore be a result of m& other quality. Using
econometric analysis to hold other qualitieenstant, An, Haveman,

and Wolfe also find evidence that a negative refetip exists between
education and out-of-wedlock births.

SELF-ASSESSMENT EXERCISE 3

I How would you convince the executive on theed for
government’s funding of education?

4.0 CONCLUSION

Our discussion so far indicates that edupatioattainment is not only
vital to the economic well-being of individgabut also for that of
nations. Access to and completion of educationkisyadeterminant in

the accumulation of human capital and economgrowth. Educational
outcomes also extend beyond individual andional income.

Education is a force that develops well-rathdand engaged citizens,

and builds more cohesive and participatory sodetie

5.0 SUMMARY

In this unit, you have learnt that benefits of etian are divisible into

two, namely; private returns and social nesur The private returns
constitute individual benefits while social tuas accrue to the whole
society. In most cases, private returns greater than social returns
because government give more in subsidiesn thzey take from taxes.
In addition, you have learnt that correlati@xists between education
and individual, as well as national developmentth&tindividual level,
such benefits include improved earnings, employroppbrtunities and
improved quality of life, while at the public levelich benefits include
utilisation of skills and knowledge acquirefdr national development
and social stability.

6.0 TUTOR- MARKED ASSIGNMENT

I Justify the need for the huge investment @ggvernments and
private individuals in education.
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1.0 INTRODUCTION

The need for adequate provision of resourées quality education
delivery services underscores the importanbat tis associated with
issue of finance. This is because among taeious resources (that is,
human, material and finance) required for the sseo¢ an educational
system, finance plays a vital role. This li®cause its availability and
effective management will determine the avdlily and utilisation of
other resources. It is also capable of influentiregquality and quantity

of other resources which are needed for @t of educational
programmes. Therefore, it is considered dek&rathat educational
managers must be familiar with certain tewtogies in education
finance. In addition, it is observed thatomomy of a nation partly
determines the content of its policy. Forstamce, the more
economically developed a nation is, the @mwais the support to
education. It is also important to know thaiterplay of factors also
influence the amount of money that is allocateddocation. While the
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benefits accruing to education has been ightdd in Unit One, you
will be intimated with some basic terminologiesentucation finance, as

well as the reasons behind the involvement of gowent in funding of
education. In addition, you will be exposed the various factors
influencing the degree of financial assistanie education from
government.

2.0 OBJECTIVES

At the end of this Unit, you should be able to:

. define some basic concepts in education finance
. state reasons for government involvement ke tfunding of
education

. highlight the merits and demerits of governindunding of
educational system.
. itemise factors that influence government suppbetducation.

3.0 MAIN CONTENT
3.1 Basic Terminologies in Educational Finance

The concern of school finance or educational fieasdhe relationship
between cost and expenditure in the productiordatational services.

The real cost of an activity is not simplponey spent on it, but the
alternative opportunities that have to bee@one or sacrificed when a
particular choice is made. Resources allocateshtactivity can either

be measured in terms of expenditure (paid nooney value) or in real
terms (opportunity cost); it could be timeutpin by the teachers and
students and services rendered by physicallitiies(buildings,
equipment and furniture) with respect to aducational process. The
measurement of real cost is based on thporgmity cost concept. In
other words, if a particular choice of amtiaty has been made, then
opportunity cost of that activity is the alternatiopportunities that have

been given up. For example, to a studehe vpportunity cost for
attending a secondary school, is represertgd the alternative way he
could have spent his time among others.

For the purpose of achieving quality educatidelivery, both
institutional and student financing require adegustention and this is

what education finance is all about. The goal afoation finance is to

ensure adequate provision and effective atibs of available
resources, while at the same time exploraternative strategies to
ensure continuous inflow of resources for tanable education.
Oguntoye (1987) defines educational financiag the process of
procuring and disbursing of financial resosrcéor the provision of
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education of a given standard, stipulated by aetpcOlagboye (2004)
defines education finance as a means by hwheoney is provided for
the development and maintenance of the endideication system. All
activities that are geared towards the processwtsg, allocating and
managing public school revenues in the prodoc of educational
services for the attainment of educationaljectives constitute
education finance.

Education finance can be further classifiettoi two, namely;
institutional finance and student finance. titnfon finance relates to
the cost of servicing the various inputs into tHaational system, such

as the human and physical resources. On the cdimel, Btudent finance

can be defined as any form of assistance or aiddans of provision of

money or material resources (books, equipmestationery, materials)
given to the students in need, to complimené limited resources
available to them in the course of studi¢s, help pay for their
educational expenses. This can be in form of scéluilas, loans, grants,

bursaries, graduate fellowships, foreign aidmnations and exchange
programmes.

Some of the basic terminologies that arequeatly used during
discussions on education finance will now bgamined. These
terminologies include public finance, budgetintaxation, revenue,
expenditure, cost and investment.

3.1.1 Public Finance

This refers to government's securing of ficiah resources to pay for
goods and services which the citizens enjoyit concerns the need for
revenue, expenditure and debt operations hif government and the
impact of these on the society. It also relatateceffects of collecting

and spending money on the economy and thelety with a view of
bringing about reforms on revenue and exparali processes. Public
finance tends to concentrate on an assessroéntow to reform the
revenue and expenditure of government and eaamination of the
reform of individual taxes.

3.1.2 Budgeting for Education

This encompasses the process of financial allottiolt on education

plan of a nation, balanced with adequate income atal corresponding

spending plan. A budget is meant to reflébe overall plan of an
organisation, (in this case an education esyyt in addition to the
requirements to achieve the plan.
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3.1.3 Revenue

This is the money that governments receive fromices they provide
or through taxes. This implies that revenue camtenally generated

or externally generated. It is external whemney comes in through
taxes but it becomes internal when it igodigh provision of certain
services. It is however important to noteatthinternally generated
revenue is a rarity in government organisetidherefore, the bulk of
revenue accruing to government is mainly througiereally generated
revenue, mainly through taxes and special levies.

3.1.4 Education Costs

The ways in which costs are classified vagyeatly. Costs can be
measured and defined in many different ways. Inddwdclassification

of educational costs raises a lot of economic o, institutional and
technical questions: What has to be sacrificed?ndoes money have

to be paid? Who has to pay? And what is the funaifathe inputs? The
answers to these complex issues and problems vtryegards to the
various bodies or groups of individuals whake decisions regarding
the various aspects of costs and revenue withiediieational system.
Education costs are of various types and examptdsde: money costs

and opportunity cost. Money costs refer tmnay expenditure on the
inputs that are used in the educational processifuts include items
such as the time of teachers, students and otfértsboks, materials,
equipment and buildings. Money costs are also knasvdirect costs.

Opportunity costs of education refer to ale real values of the
alternatives, which have to be foregone in ordgartvide or consume
education. These include earnings forgone thbg students in order to
enroll in educational institutions rather than spakd employment and
sacrifice made by the society, in order poovide education for its
citizens.

3.1.5 Cost and Expenditure

Cost, to a nonprofessional, is narrowly definas the money value
incurred in the process of production. Howeveth®economist, cost
involves not only money spent but also the altevedbrgone in order

to produce a given item or service. The Dictionary of Modern
Economics (1985) defined cost as a measure of whatstmbe
surrendered or given up in order to acquire, oldaiproduce an item.

On the other hand expenditure is viewed as the atrafuesources that

are directly spent or expended on the procuremfegdads or services.
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Expenditure on education from the budgetapnse, therefore, is the
monetary value of resources assigned to educatiast#utions during

a given vyear. Nevertheless, this does ndteate the 'true cost' or ‘real
cost' of education. The ‘cost’ or 'real cost' aieation is the alternative

opportunities that have to be sacrificed forgone in the process of
providing educational services. For examplBe topportunity or real

cost of building a new university is the alternatprojects  that are
forgone such as health, drodaelecommunication, building
technical schools, primary schools, and so on. sTteost in education

represents the value of all resources, itmge of money and sacrifice,
used to accomplish educational projects” (legnd988). Indeed, the
inputs of education can be measured in temhs money or of real
resources that are used up in the educational ggpseach as of students

and teachers, and other staff and books,emalt, equipment, and
buildings; all of which have alternative uses.

3.1.6 Investment

This refers to allocation and use of resesrcfor the production of
goods or services which will provide satisime of human needs.
Examples include factories, machinery and atioc, with the latter
regarded as investment in human capital.

3.2 Financing Public Service: A framework

The scope of public sector has grown mabsivie Nigeria since
independence in 1960. Similarly, such expansia government
activities has been observed in many developingitt@s. The reasons

for public sector involvement are many. In capitalist system,
government’s involvement is, in theory limitetb areas where the
private sector cannot perform efficiently, evhere the provision is
beyond the capacity of the private sector. In th@adist economy, the

private sector is limited and the provisiaf services is highly
centralised.

In the developing countries characterised lbyw income,
underdeveloped human and material resource®r pgechnology and

poor political and economic institutions for thaakudevelopment of a
formidable private sector on whose shouldéng provision of certain
services should fall, there is the excessimgolvement of government

in the provision of services. The governmdms become an octopus
with hands in every pie. In Nigeria, theivpte sector is gradually
emerging since the early 1970’'sand is showitgy capacity to operate
efficiently but its functioning is being haemed by government
regulations.
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The intervention of government in the economy cafuistified in four
areas, namely: external security; public workad functions;
maintenance of law and order; and protectipgperty and the
maintenance of the sovereignty, or the exeeutlevel of national
government. While the argument for public tsecinvolvement in
national defence, the maintenance of law amwder and that of the
sovereign and executive level of government ciegent. This is not the
case with what is generally referred to as publicks under which are

the provisions of roads, hospitals, schools, harband the like. Early
writers such as Adam Smith, Marynard Keynasd Alfred Marshall
support public sector allocation in these aareon the ground that the
private sector would fail to provide suchrveees because they could
not be provided on a profitable basis. Sinsech services enhance the
happiness of the people and provide basitastructure for the
development of a strong and virile private sedtoen the public should

take the necessary step for their provision.

3.3 Rationale for Government Support for Educatio

In Unit One, we learnt that education hasthb individual benefits as
well as social benefits. Therefore, this ppton to a large extent
determines the level of government's involvamean the financing of
education. For instance, where the benefits of &ilut are considered

to be sufficiently large, government shouldbsidise education to
ensure it is not under-provided, that is, tae costs where marginal
social benefits exceed marginal social codts. addition, a social
imperative for non-exclusion posits educati@s a merit good or a
public good, perhaps out of the belief thedcial stratification may
occur if education is freely chosen. For tanse, children may have
problems in expressing their demand for etimea while individuals
might not realise the benefits of educationtil it is too late. For a
choice to be meaningful requires an awareness af islbeing chosen,

and there may be an information asymmetry betwieerducated (who
know what the education is worth) and the uneduc@tdo cannot be

sure). Government may embody past wisdom bendfesdacation (and

how best to generate human capital) and hsee a role to play in
reducing uncertainty and ignorance.

On the contrary is the perception that pavaeturns are higher than
social returns on education, and thereforeatgr responsibility for the
funding of education should be borne by vidials. It has also been
observed by Psacharopoulos and Patrinos (2083} the degree of
public subsidisation increases with the lewal education, which has
regressive income distribution implications. Thatthose who have the
benefits of higher education are better resnated than those with
lower qualifications, thereby bringing abouisgérity in their social
economic status.
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However, despite the various controversies the government
involvement in the funding of education, ltas been observed that
various governments all over the world areavily involved in
education, its provision, funding and reguati because of -capital
constraints and concern over the equity of thecation of educational
provisions. Government involvement has alseenbgustified on the
ground that incomplete contracts may ariseerwhthere are difficulties
in measuring quality of good (for examplepwh schooling might
inculcate social mores) leading to a sub-optimalkation of resources;

then government can come in and write amdoree the contracts. In
addition, education is unlike other consumsplén that resale markets
are limited. The government may underwrite outcolmeguaranteeing
medical jobs for instance for graduates in medicine

On the supply side, government may offer cation more efficiently
than the private sector. First it may provide ssgiwhich are efficient

to bundle together along with education. For exanglsociety through
government underwrites unemployment so that uneynpdait-reducing
education will have a fiscal effect on wedfapayment, allowing
provision of education and other public servicebdanerged. It is also
possible that the longer term horizon of governnmeay allow it to be a
credible provider of education as a governmeeputation can be
trusted. In addition, there may be economies desmastandardisation

in gathering information and organising promis which the private
market would under-provide. The key exampiere is that of
organising a curriculum, where schools maynefie from using a
common curriculum and firms may find it easier $oreening workers.

However, it is observed from the foregoingatt education is very
important and at the same time, a capitatensive project that is too
expensive, and if its control is left inethhand of private sector, most
individuals might not be able to bear the cokisTs why government

has to step in. The following therefore dtnge the reasons for
governments’ involvement in the financing of edumat

3.3.1 Market Failure

Adam Smith was one of the first people to thibkat the decision of
undertaking education as being almost the esams an investment in a
machine, and how we might also consider it compgarabsome form

of financial investment. The idea is thatfodbe an investment decision

Is made, the investor takes into account the @slsevenues involved

in it, say, a project, and the solution being thaty will be indifferent

between undertaking the project or not where tstscof revenues are

exactly equal. We, like Smith, can look atlucation in the same way
but there is a problem, in that the costsd revenues discussed in the
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foregoing are quite measurable, can be contraoteshsily forecasted.
Further, if it was necessary to borrow to underialgoject, there may

be some form of real asset that could Ikeézed if the revenue stream
failed. None of this is very possible witAn investment in education.
For example, economists have attempted to sumeathe returns to
education and come up with figures from three pdrtieten percent. In

addition to this is that education is not “collai@isable”, in that if the
borrowers defaulted on their loan, the lendeould not be able to
remove the asset. So we see capital market daimueducation, which
means that it is necessary for the governmenttéoviene.

3.3.2 Merit Goods

There are some goods, such as educationchwlihe government, as
society’s representative, decides are benéfitta its subjects to
consume. However, left up to themselves, the goment predicts, the
subjects will not consume enough of thosanmoodities to maximise
society’'s welfare.  That is, the aggregatpreferences of the subjects
are not the same as the preferences ofetgoci Consequently, it is
necessary for the state to fund the promisiof a minimum amount of
say, education, which it has predetermined as ptienal amount, for if

it were left to the private market individuals wdwinder-consume fit.

3.3.3 Decreasing Cost of Education

In a situation of perfect competition, productisrsaid to be profitable
where marginal cost equals marginal revenue, asulvahere marginal
cost equals average revenue. The average reveprneseats the price.
A producer will continue to push producticie the point where,
marginal cost just equals the price people aviling to pay. At this
point, the producer reaches the social optimumuiyiphere marginal
cost equals marginal revenue), the costs will roeed total revenues.

In an imperfect market, the producer has trobnover price. This is a
situation of oligopoly, monopolistic competition jpure monopoly. The

producer chooses a price-quantity combinatwhere marginal cost is
lower than average, since it is a sellensrket with no consumer’s
sovereignty to ensure that marginal cost ksquaverage revenue. The
major consequence is that the reduced output isakeprofit and this

is not the optimal for social output.

If the economic good is socially desirablihen it becomes the
responsibility of government to influence resmurallocation in such a
way as to make output closer to or atthacial optimum level. But if
the firm faces decreasing production costs tla¢ point of social
optimum quantity, it cannot produce at a fipro The producer who
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wants to satisfy social optimum output can onlytlie at a loss. In the
long run, the goods will not be available the market since losses
cannot be maintained for a long period ahet The government
therefore has to come in. The interventioould either be through the
production of such goods by the governmemt, it could subsidise the
production of such goods in order for the privaetsr to produce the
desired good at the social optimum quantity.

3.3.4 Concept of Externality

The concept of externality relates to the oktéon that the provision

of education to a group of people in thecisty has a spill-over effect
on others that are not fortunate to have accesduoation. Such benefit

is referred to as external benefit or neighbourheibelct. For instance,

if an individual is educated in a family,edause of his empowerment
through education, he might be able to #assie less privileged
members of his family either through establishteénndustry, where
they could be gainfully employed, or in other walisey might not be
members of his immediate family, it could be pedpkg are unknown

to him but from his immediate society. Even thoogly an individual

has the opportunity of going to school, athewill benefit from his
education. Therefore, since the benefit ofucation is not limited to
him, there is that moral obligation on thmart of the government to
consider this external benefit and finance certain part of education
process.

Oguntoye and Alani (1998) developed the concepixtérnality better

with particular reference to government allocatieeisions. They made

a distinction between private benefits and costd,scial benefits and
costs. The former are those internal effects af@nomic initiator that

are completely taken care of in the pricim§ the product emanating
from the economic agent. They are fully rintdised by the economic
agent. The latter benefits and costs include batrnal private effects

and external effects which escape the pnmnechanism. These are not
internalised by the economic agents that bring thbout.

In a case where social benefits exceed feriveenefits, external
economy exists and a private producer, being rakjonay produce less

of such goods since all the gains are not realiyduiim. He is not being

fully compensated for all his activities. Thegolicy prescription in this
caseis for government to provide a subsidy the private producer of
the good, to the extent of what the producannot realise from the
pricing of the good.

On the other hand, if social costs excead/afe costs, an external
diseconomy case exists. There will be tendencyhigsreconomy agent
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to over supply this “economic bad”, since I® not absorbing all the
costs. Others in the society are made tar bsome of the costs of the
goods in question. The case of external disecormanybe handled by

the imposition of tax on the producer of “econoiméci”. For instance,

a firm which produces industrial wastes that armahdous can be made

to clear the waste by a government law or reguiatio the government

can do the clearing for him and he pays in fornaahtion.

With respect to education, it is known to geneeatiernal economies to

the extent that if its production is lefo tthe private producer, he will
ensure that he continues to produce up he point where every naira
invested yields at least equivalent amount in nagénaefit. At the point

where he is not making profit, he will stop prowvidgithe service. Thus

if education is left to be produced by the privsgetor alone, there will

be an under-supply of education such thatlod in the society will not
have the benefit of education because of its costs.

Another issue that comes up is how to dfyanexternal benefits of
education. As discussed in Unit One, thesmebts are classified into
two namely; social benefits and individual benefitss the difference
between these two benefitsthat the governmiea$ to finance, that is,
the difference between the social and privleenefits. In reality, it is
difficult to say what the difference is. Sincestdifficult to quantify the

two, government takes up the decision toarfoe a greater part of
education and that is political decision. bther words, the externality
problem arises because the educational ecst®niiave not been able
to justify what benefit accrues to the paobland what accrues to the
individual. This is perhaps the origin of the fiesgucation policy.

3.3.5 Attainment of National Objectives

In Nigeria as well as in other countries, educattoperceived as a tool

for socio-economic and political developmenend as such it is
accorded the necessary attention. This positierelkarticulated in the
Nigerian National Policy on Education, whicstated that education is
an instrument par excellence for effecting natiatelelopment. This is
partly responsible for the inauguration of the Asklnmmission set up

in 1959, to examine the needs of Nigeria in the afePost-Secondary
School from 1960-1980. The significance ofuaeation, particularly
university education is probably responsibler fthe interest shown by
the various Nigerian governments in this cecbf the educational
system. This is reflected in a situation wherelur@b9 all universities

in Nigeria were public universities, that ishey were owned either by
the Federal or state governments. In addition this, the Federal
Government has always linked the establishmeht universities with
National Development Plans. Thus, from histari perspectives,
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various administrations in Nigeria appear tecognise the pivotal role
of education, particularly, university educatiomational development.

3.3.6 Effective Control of the Nation

Education in general and higher education particular have been
highly rated as promoting values that areramonclusive and more
public than other civic venues such as ilig communities,
households and families or ethnic and linguistmugis. In the case of

higher education, it is expected to embodygrms of social interaction
such as open debate and argumentative reaspnemphasise the
autonomy and self-reliance of its individualembers and to reject
discrimination based on gender, ethnicity,igrets belief or social
class. The best higher education is a moalel a source of creating a
modern civil society.

More generally, a society that wishes to build @imtain a pluralistic,
accountable democracy will benefit from aomsyy higher education in
two respects. The first is the task of aeske and interpretation. A
society’s understanding of what form of politicandocracy will suit it

best can be advanced on the basis of debatel research that start in
universities and colleges. Secondly, highemucaton helps to promote

the enlightened citizens necessary for a deswgc It achieves this by
instilling the norms and attitudes crucial temocracy in its own
students, who then become the teachers, lawyens\ghsts, politicians

and business leaders whose practices woulsmgie enlightened
citizenship across society. Higher educatidso eontributes insofar as

it demonstrates pluralism, tolerance, merit, reedargument and other
values that are as critical to democracy they are to the educational
process.

While this observation might be faulted on the gmbthat most of the
political problems in the developing countriese traceable to the
activities of the elites, higher education has gkvaeen seen as a venue

for reasoned discourse rather than partisanshipolerance rather than
discrimination, for a free andopen searchr fouth rather than secrecy
or deception. For these reasons universities aguéntly the first target

of dictators. This same argument can be extenddtetower levels of

the educational systems as they serve aserfgeto higher education.
The conventional wisdom that "he who contrdlse education of the
young controls the future of the nation" dwl sway here. For the
government to easily execute its policies aobjectives, for the
effective control of the nation, it becoméscumbent on it to not only
control the education of the young, but also talfiin
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3.3.7 Income Distribution

The macroeconomic impact of education is ngjfojust as the
individuals with better education tend to ceed more in the labour
market, so economies with higher enrolmentesraand vyears of
schooling appear to be more dynamic, comipetitin global markets
and successful in terms of higher income papita. It is thus in the
interests of a much wider set of policy makesswall as the business
community, to become more actively involved in oaél debates about
reform and future of education system. Gowemt has to create a
condition for an acceptable optimum in théstrdbution of national
income equally in accordance with the poficief equalisation of
opportunity. Education being the instrumentr facquisition of
knowledge and skills needed for effective tipgration in economic
activities has to be provided by the government.

Having examined how the perception of besefif education has
influenced government policy on education, whall now examine
some of the constraints behind the inabildy government to
adequately fund education. This is against thackground of various
agitations from different stakeholders on edion, particularly
students that education is a right that shouldoeadenied them.

SELF-ASSESSMENT EXERCISE 1

I Define the following terminologies of educationilance: public
finance, budgeting for education, revenue, edanaticost, cost
and expenditure, investment.

4.0 CONCLUSION

In this Unit, attempt has been made to ifglacertain terminologies in
educational finance. Thisis with a view fcquainting you with some

of the basic education finance terminologi@dhe knowledge of such
terminologies empowers educational managers digcuss freely on
issues pertaining to educational finance dyritheir routine
administrative assignments. In addition thdiormle for government
involvement in educational finance has beescussed extensively,
based on individual and public benefits dasle from investment in
education.

5.0 SUMMARY

The discussion in this Unit indicates the concdraducational finance
as that of relationship between cost and experadituthe production of
educational services. Cost of education areasured in terms of
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expenditure (paid or money value) or in real te(opportunity cost). It

is also observed hat classification of edooal costs raises a lot of
economic, financial, institutional and technicakgtions such as: what

has to be sacrificed?, when does money htvebe paid?, who has to
pay?, and what is the function of the isfutFinally the perception of
educational benefits by government has bedentiied as a major
determinant of level of governments’ involvarhein educational
finance.

6.0 TUTOR-MARKED ASSIGNMENT

I Explain briefly the concept of educational finandéhat are the
major determinants of governments’ involvemergdgiicational
finance?
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1.0 INTRODUCTION

In Unit Two, education finance was classifiedto two, namely;
institutional finance and student finance, with themer being the cost

of servicing the various inputs (human and physiesburces) into the
educational system, while the latter is afgrm of assistance or aid
given to the students in need, to complimeéhé limited resources
available to them in their course of studg help pay for their
educational expenses. This can be in form of scélulas, loans, grants,

bursaries, graduate fellowships, foreign aidgnations and exchange
programmes. When education finance is comschi it has grievous
implications on provision of physical and materedources, as well as

the academic performance of students. It olsserved that in Nigeria,
student finance appears to be a controversial i#sweew of resistance

that follows any attempt by government toarge economic rate to
improve on institutional finance. On the other handtitutional finance

is not that controversial, as the school autharggmally has no say in
whatever is made available to the institution.&Achool administrator

does is to operate within the limits of availaldsaurces. In this unit,

you will learn more about issues pertaining tdiingonal and student
finance in Nigeria, as well as basic methods farcation finance. This

will give you insight into the various challengdseducation finance in
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Nigeria, and how best to resolve them usiegperiences of some
developed economies that can be used as models.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

. classify educational finance

. identify constraints to education finance in Nigeri

. identify specific developments on student financéligeria

. itemise some of the measures that can improve stdid@ncing
in Nigeria

. state the basic methods of educational finance

3.0 MAIN CONTENT
3.1 Institutional Finance

Institutional costs are incurred by institugo (educational) in the
process of carrying out their activities. 3$ée consist of capital costs
(expenses on durable items: building, fureifurelectricity and water
installation, land, equipment etc) and curremt recurrent costs
(expenses on consumable items: teacher and meacher salaries and
allowances, maintenance, books and stationeryspiat scholarships,

etc). Inadequate institutional finance has licapion on the ability of
various institutions to recruit sufficient numbédreachers and provide
basic infrastructure. Some of the challengds inadequate institutional
finance include over-crowding, poor sanitatioppor management and
poor intra-sectoral allocation. Other featurase abandoned capital
projects, inadequate funding, and poor cooditiof service among
others. These perceived inadequacies oftem lga poor quality of
teaching and poor quality of products. Thiaplies that without
strategic plan for education finance, quality ofieation is constrained.

3.2 Student Finance

In unit one you learnt about the rationdbehind government
involvement in school finance. It is howevéanportant to note that
initiatives for student finance did not start frgovernment but through

the efforts of the missionary. Student firmnés going to be discussed
extensively in this unit because of its Wea nature, as students
normally resent any move on the part of egpment to introduce any
form of levy on them. This is premised dhe argument of most
students that, they are entitled to free educatiaill levels in view of

the enormous wealth of the nation. It issebed that if there is any

32



EDA 915
MODULE 1

aspect of education finance which poses wugsgrieghallenge to
educational administrators and government at varewels, it is that of
student finance.

Student financing in Nigeria dates back foe tintroduction of Western
education by the missionaries, in thé C&ntury, when education was
financed through church donations and contidog by philanthropic
organisations and individuals. The colonialmadstration later
contributed through grants and with the pagsinto law- the 1882
Education Ordinance, government financial involvahtead started.

After independence, student financing by ttleee regional
governments- North, East and West, was vigglyo pursued through
financing students for higher education ingétian universities and
higher institutions in the United Kingdom arthe United States of
America. This was occasioned by the need ptovide high level
manpower for the running of independent NigeritateS The buoyant
financial resources emanating from the oilrhomfthe early 70s after
the Nigerian civil war further facilitated finangrstudents.

In order to facilitate student financing, Mitgan Student Loans Board
was established by Decree 25 of 1972, and recotediby Decree 12

of 1988, essentially to assist students to findhe& education through

loans. However, by the early 1980s the foetu of student financing
began to witness a downward trend. This was maiaé/to dwindling

financial resources as a result of economic reseseccasioned by fall

in oil price and the reduction of exportotp by OPEC; political
instability; over-spending on other sectors ak @éRkpense of education;

the growth and expansion of higher institogio coupled with the free
education policy at all levels during the civilidamocratic regime.

The decade 1980-1990 witnessed a general declstedent financing
such that Federal Government sponsored owerseholarship was
suspended in 1985, awards under the BureauEgternal Aid (BEA)
tenable in Eastern European Countries werealsg suspended due to
the break-up of the Russian Federation; schbip awards tenable in
Nigerian higher institutions became reduced doe thousand (1,000)
postgraduate awards only, and even then, @atynof allowances was
always in arrears.

In 1993 efforts were made to revamp studéntincing by the
establishment of Nigerian Education Bank byci2e 50 of 1997. The
Bank was to provide financial assistance dimndents in the country's
institutions of higher learning, as well as indivédis in both public and
private sectors which participate in the edional sector; to make
provision for all inadequacies of the defunStudents Loans Board; to
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provide loans to students to finance theduaation in institutions of
higher learning and to approve and disbulsans for educational
purposes. The defunct Nigerian Education Basduld not take off
effectively due mainly to insufficient financeadministrative

bottlenecks and low repayment from studennebeiaries. With the

phasing out of Nigerian Education Bank, stugleloans scheme was
equally been suspended, thereby narrowing dp@ortunity for
students’ assistance towards their education (B2002).

In 1999, at the inception of another civiliaadministration, attempts
were made to improve on student finance with saime tommitted to

the resuscitation of the Federal ScholarsBipard, to aggressively
pursue proactive student financing programnies the benefit of
teeming qualified Nigerian students. Howevéhere were indications
that more avenues for sourcing for funds must lpdoed, to meet the
growing demands of financial assistance by thumerous qualified
students desiring to further their educatidn. 2002, Bello (2002)
observed that for the award tenable in Nigeriatiagrinstitutions, out

of a total 120,000 students that were qualifiedtiieraward interview, a

total of 39,574 were interviewed between Noveml&tolDecember 7,
2001, out of which only about 15,000 were awardgwkrships (that

is, 37.9%), for the first phase of a totaf 50,000 awards to be
implemented for the 2001/2002 academic year. FoCibmmonwealth
Scholarship and Fellowship Plan (CSFP) awatg418 qualified
candidates with First Class and Second Class Upgmees were short-
listed for interview for postgraduate courses témalerseas. However,

only 53(that is, 37.9%), were nominated to six Canmealth member
nations, who made offers for nomination odndidates for the few
awards given.

The three tiers of Government, namely, theddral, State, and Local
through award of scholarships and bursaries by #ggncies, assisted

in student financing in Nigeria. At the Feale level, the Federal
Scholarship Board formulates policies on studerdricing, implements
various scholarship programmes of the Fedeoakrnment tenable in
the country and abroad, and coordinates the pslanel programmes of

state scholarship Boards in order to guided astreamline scholarship
programmes nationwide. The Federal Government Scdtop Awards

are for students who are in the various institigiontheir second year

of study and above, and who have scored a minimfilBrOcCumulative
Grade Point Aggregate (CGPA) in the previoasademic year's
examination. For a scholar to continue tooynthe award, the 3.00
CGPA must be attained. The people in difficaircumstances, (the
handicapped) are given automatic scholarsHi@r aparticipation in the
due process of the award, that is, attending sclattaining a CPGA of
3.00 or more, completing and submitting duiyndorsed application
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form and attending interview. The awards de¥geted mainly at
indigent students to assist them gain access teehigducation.

SELF-ASSESSMENT EXERCISE

I List different attempts for facilitating stude finance by the
government.

3.2.1 Constraints on Student Financing in Nigeria

In Nigeria, student financing, which is mainlthrough government
scholarship and bursary schemes, has beetronted with a lot of
challenges due mainly to lack of diversificationsolurces of funds and

financing agencies. Some of the problems are ligseibllows.

1. Since scholarship is 'money' or what ‘'money' canige for the
pursuit of education, finance is the basigredient for student
financing; the greatest constraint is finahosding for award
programmes. Funding scholarship programmes rdkepen the
economic condition of the nation and the itwal will of the
time. Thus, the Federal Scholarship Board whigdhesagency of
the Federal Government for student financipgbgrammes
continues to face steady decline in financing aiflmn.

2. The rise in the number of students desirinigher qualification
with corresponding increase demand for aswuistahas
diminished foreign bilateral and multilateral award

3.  Stringent conditions for foreign awards such asifpr language
as language of course have hindered full utilisatibawards.

4. Lack of coordination of various awards.

5. Cost-sharing formula between government and orgdrpsivate
sector has not been fully developed and propernydinated for
the involvement of the private sector andmptercial banks in
student financing programmes.

6. The failure of the Nigerian Students Loan®ail and the
Nigerian Education Bank.

1. The Federal Scholarship Board as a departmentthe Federal
Ministry of Education is enmeshed in a buzatic bottleneck
that hampers full cooperation with non-goveental, private,
commercial organisations, government corporationsagencies
for the expansion of student financing programmes.
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3.2.2 Possible Solutions to Constraints Facingstudent
Financing

According to Aminu (1986), prior to 1975, Governrhbad nothing to

do with fixing fees and charges for the vensities. Government
supported their own candidates and othersnsspo their candidates. In
1975, the Federal Government decided to step ocguse there was oll
money. Universities were ordered not to charge féesundergraduate
courses and pegged feeding arrangement toobbSkper meal and
lodging to N30 per session. In 1977, Govemnim discovered that it
could not sustain the misguided generosity andi@wewas ordered. A
national crisis, following attempts by governmemtricrease the cost of

a meal from 15 kobo to 50 kobo, and lodgifrom N30 to N45 per
session, erupted in April 1978, many Nigesialost their lives in the
ensuing crisis. He added that by first albolig fees and pegging
feeding and lodging charges in most educatiomstitutions,
Governments have lost enormous sources of revemwelfication. It is

doubtful if any civilian government in this countmould wish to face

the commotion that could follow any attempt to teaduce tuition fees

or to increase charges in our educational inSbingti

The reality on ground is that government cannoeowjth the financial
demand of the educational sector in Nigericherefore, a realistic
funding strategy is required to ensure gualidelivery of educational
services. The model that has worked in othlewveloped nations of the
world might be considered bearing in minde tipeculiarities of the
situation in Nigeria. For instance the Febefdovernment in principle
agreed that parents should share part of dhst of financing their
children’s education, but not until the ficél status of their parents
has improved. The question is when is thiirancial status going to
improve or how do you determine whether a@hdras been an
improvement in their financial status? The follog/iecommendations

are therefore suggested for improvement afdestt financing in
Nigeria.

. The private and social benefits of educatimguire that the
government, students and or their familiesheo stakeholders
such as the employers of labour should contribigigfecantly to
student financing.

. There is the need for all the stakeholders in eflut#o agree on
a realistic cost-sharing formula. For instanparents must be
willing to bear part of the cost of sendingeir children to
schools instead of expecting government toulkler the entire
responsibility.
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. There should be diversification of sources foinding through
active participation of Banks, public and vpte enterprises,
Foundations, World Bank Agencies, Educationx TARund and
other relevant agencies.

. Proper estimation of unit cost of education atealels to ensure
adequate provision of necessary financial support.

. Effective coordination of the various actieg of the
stakeholders to ensure harmonious relationship.

. Restoration of scholarships, loans and bursary eatisideration
for the real unit cost of training at different & of education to
cater for less privileged students.

. Introduction of tax holidays as incentive for varsoemployers of
labour to support student financing.

. Resuscitation of the Student Loans Scheme Wwith active
involvement of the family. Some banks are alreagingl this as
part of their social responsibility, but andicated loan scheme
from which parents can take loan at very low ies¢sshould be
put in place.

. Reviving and reviewing educational bilaterafjreements with
friendly nations (such as the United States America, France,
Germany, Japan, India, Eastern European, Sanfi North
Africa, Middle East and Latin American coues) to include
scholarship award article in the agreements.

SELF-ASSESSMENT EXERCISE

I Describe briefly constraints to students ficiag and suggest
appropriate solutions.

3.3 Methods of Funding Education

The increasing cost and increasing public eedgure on education
especially in the developing countries, have ginea to what observers

and education economists regard as the fialncrisis in public
education (Callaway and Musone, 1968). Thése therefore, the need
to consider who the beneficiaries of educationaéstment are and who
bears the burden of education cost.

Most studies reviewed revealed varied opinions bo should bear the
burden of education financing. Eze (1983)y fexample, noted that
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financing education has been a controversssue on which no
consensus has been reached among economistdiow best it can be
done.

Kayode (1972) argues that in deciding how distribute the burden of
education expenditure in Nigeria, the national otiye should be taken

into consideration. Thus, for example in ord@® realise two of the
national objectives: building a just and egalitarsaciety and a free and
democratic society, he felt that primary eaion should be provided
without making private individuals to bearethburden. The private
sector should be actively involved beyond this lekethe same vein,
O’Donoghue (1971), believes that if educatiovere treated as an
activity of purely personal concern, then the stusl@nd their families

would be made to pay the cost of their own edunabat if it is viewed

as having returns that accrue to the comipunihen public sector
financing both on the demand and supply sides, dvbaladopted in the

form of subsidies.

While justifying the need for subsidy in edtion, Woodhall (1969)
asserts that in most countries higher edocatif financed by a
combination of public and private sources foinds. According to
Woodhall cost per pupil in higher educatidends to be very much
higher than cost per pupil at any otherelewf education. He went
further that even if universities charge fedbese generally do not
represent the full cost of tuition, so thaobme form of subsidy is
required to finance the current and capital expengliof universities.

Mbanefoh (1980) and Shared (1979) share s$hene view on
determining the share of the burden of etimicathrough the
consideration of the beneficiaries of educationaéstment. According

to Mbanefoh, though the private return to highearaadion is high, the
externalities are equally high. Therefore tpeblic sector should
continue to aid students through subsidies andsldaineehan notes that

various levels of education are largely ficesh by the public sector
because of the increasing emphasis on issweh as education and
manpower link, social returns to education, as aglhe fact that there
has been a widespread political commitment to dchrea opportunity
and making education available to those who caafiotd to pay.

There appears to be a consensus that becafisthe peculiar nature
education which makes it a ‘merit’ good (that isither purely private

nor purely public good) provision of educatidund should be a joint
responsibility of the private and public sest The Federal
Government of Nigeria for example, assertdwht teducation is an
expensive social service. She thus believkdt tthe three tiers of
government as well as local communities, \itlials and other
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organisations should participate in the financihgaucation. Osisioma
(1986) notes that fees constitute a means of ggpments and guardian

to participate in the financing of their childremducation. It should be
noted however, that the level of educatioxeres influence on the
degree of participation between the public andgtesectors suggested

by Kayode.

It has been observed that a major issue in mangldgwng countries is
how the cost of education should be shared betwebkiic and private
sources of funding, and what mechanisms shoogé used to allocate
resources between institutions. There has beendsyable research in
recent years on alternative method of finagcieducation institutions
and providing financial support for students.

Studies have revealed significant changes duried #80s in methods

of financing higher education. For instancg, survey by OECD
(Williams and Furth, 1990) examines the trends fzetiterns of finance

in thirteen OECD countries, and showed thiat most countries higher
education faced increasing public funding dte economic recession

and shifting public priorities; and that uersities and other higher
education institutions were required to responddsking new sources

of funding, and adoption of more “market-otied” approached to
funding and income generation.

It has equally been found that universities in digyi@g countries face

severe financial constraints. Hinchliffe (1988hows that this is
particularly severe in Africa, but an exantioa of the patterns of
finance for developing countries by the World B4h#86) shows that
everywhere, higher education institutions facddindling budgets,
increased pressure on resources, and urgent n@agnove efficiency

and tap new sources of finance. A number reEommendations have
therefore been made for reform of higher cation finance in
developing countries. These include a shiit the balance between
public and private funding, increased cost recoaeny greater reliance

on loans, rather than grants as a form of finarsugbport for students.

Some of these changes are being considered odutded as elements

of the Structural Adjustment Programmes (SARhile in other
developing countries; governments are alsoeex@nting with new
sources and mechanisms for funding institgtioand students. The

question of whether student support should berovided by means of
grants, scholarships, loans or other meams, whether cost recovery
through fees or a graduate tax is feasible desirable, on ground of
efficiency or equity has provoked consideralentroversy in many
countries.
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The role of education in the socio-political andmamic development
of a nation as discussed in preceding sectiomslispensable. To this
end, individuals, institutions and governmeparticipate in financing
education. According to Babalola (1995), themee two basic methods
by which an education system can be financed, naroehtrally versus
locally financed education system and publichgrsus privately
financed education system. Each of these adsthwill now be
discussed.

3.3.1 Centrally versus Locally Financed Educatiobystem

Education is centrally financed, if the ficél burden of education is
borne by the central or the Federal govemimwith little or no
financial involvements from the regional, etabr local governments.

On the other hand, education is said to lbeally financed when the
financial burden of education is mainly bordy the regional, state or
local governments. For example, in Nigerigduaation is placed under
the concurrent legislative list. This implies tlia financial burden of
education is the joint responsibility of thiederal, state and local
governments.

It is important to note that an education centraftgnced will enhance
uniform standard while locally financed edumat is prone to political
pressure in many aspects, thereby leading to \@miat standard.

3.3.2 Public versus Privately Financed EducationyStem

Education is said to be public financed whin involves primarily the
use of general tax revenue. In several cases vaxue is supplemented

by user charges. For education to be solelplic financed, the
following conditions must hold.

3.3.2.1 Joint and Equal Consumption

A solely publicly financed education system mustgenerate gain or
losses that can be assigned to any indikiddde consumption of
education should be necessarily joined andth® same time equal.
Equal consumption implies that the more these for one person, the
more and not less there should be for amotiThe joint consumption
implies that the benefits or losses of educatiennat divisible and as

such make it practically impossible to assige benefits or losses to
any particular person.  Therefore everybody motivated to avoid
payment for public education.
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3.3.2.2 Imperfect Market Condition

Under this condition, education bears no eritag and therefore it is
very difficult to put into market. To this end, tleewill be the need for

education to be publicly financed. In ordemrds, if an individual

decides to pay for education and such paymgmes not affect the
quantity of education provided, then such #mdividual will not be
motivated to pay, thus necessitating that cation should be publicly
financed. It must be noted that under norncaindition, a rise in price
ought to lead to a rise in quantity suppli@s well as to a fall in the
quantity demanded by the price of educatidnere is need for public
financed education.

3.3.2.3 Deregulation of Administrative Control

There must not be any administrative ratigniof the supply of
education, if education is to be publicly financA@dy limitation on the
quantity of education supplied is technicalgguivalent to pricing
education or selectivity, which implies rejeity and discrimination
against some people. This will lead to aeakdown of joint and equal
consumption condition.

Where the conditions discussed above cannot Hudde tis the need for
education to be privately financed. It is glarihgttgovernment cannot
solely finance education without the involvemenpad¥ate individuals

who benefit from education. It thus implighat education should be
publicly and privately financed.

3.4 Private Financing of Education

The use of direct user charges as the main sofieducational fund is
referred to as private financing of educatiddsually consumers of
educational services are asked to supplement byxpaying part of the

cost of educational services; this may tetod increase private costs of
education, thus reducing private net benefitsdofcation. It should be

noted that directly or indirectly the buck of edticaal finance falls on
parents. Direct finance is in the form ofomatary and material
provisions for children schooling, while pasencontribute indirectly
through taxes, levies, rates, donations, etc tbdiucation.

3.4.1 Rationale for Private Financing of Education

The following are some of the conditions that mpkeate financing of
education inevitable.

a. Reduction in national income. This has ledl dwindling
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budgetary allocation to the education sector. Thas are being
charged and meal subsidies were removed iedlgedan tertiary
institutions.

b. Inter —sectoral competition for public fund©ther sectors, such
as defence, transport and communication, sports@tepete for
public fund in recent times. There is thus, a deagirtailment in
educational investment. Private sources arerefore sought to
supplement public expenditure available to edupatio

C. Expenditure factor in the share of education inlioidgpending is
usually large. Population/enrolment increasemveh the tendency
to increase this trend. A larger share may larger be feasible
with time (see b above). There is therefdree need to
supplement private financing.

d.  Selective system of user-charges is necessaryintiges where
subsidy on education benefits the ‘wealthy’ chifdtiean others.
This is on the basis of equity principle igfth demands that
subsidisation of education should neither make poor poorer
nor the rich richer.

3.4.2 Conditions under which Private Financing ca succeed

Private financing of education is likely teucceed if the following
conditions are met:

a. Where there is fiscal constraint on expamsiof heavily
subsidised educational system

b.  Where social pay offs are low and there is theaany for over
expansion, a mismatch and an eventual incelenf
unemployment. Private financing may be used discourage
enrolment.

c.  Where there is inefficient incentive structure orbade prudent.
Private financing tends to make users become nfareestors
than consumers by scrutinising costs moresetyo and reducing
wastages.

d. Where there is the need to generate additioevenue to
supplement government expenditure on education.

SELF-ASSESSMENT EXERCISE

I Explain briefly the basic methods of educationahfice.

il. What is the rationale for private financinfjemucation and under
what conditions would it succeed?

3.5 Factors Influencing Allocation of ResourcesotEducation

Economics and educational planners have over thes yhown greater
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interest in resource allocation problems. @goent upon increasing
financial constraints on educational investmetite search for
alternative sources of financing educationavestment has been
embarked upon and intensified in developing coastri

According to Fafunwa (1973), public financing oluedtion started in
1877 when the colonial administration providesh annual amount of
200 pounds to each of the three missions involrdte establishment

of schools in Lagos Colony. Since then sssi#® governments have
been allocating a given amount to education in \oéthe need to use
education for the needed scientific, technigllg socio-political and
economic reawakening of the country.

Government usually allocates sizeable proportiof its revenue to
education in order to enhance national devetmt. According to
Ajayi (1997), the proportion of national revenuattivill be allocated to
education is influenced by several factors amonighvare the growth

rate of the national economy; the world mark&indition; competition
from other sectors of the economy; the nature efstiurces of revenue

and the nation's policy on education.

3.5.1 The Growth of National Economy

Education contributes to economic growth thlouincreased Gross
Domestic Product arising from the additionmbhining of the labour

force. To this end, government devotes uess to education.
However, the proportion of the national resesrcthat will be devoted
to education will depend on the rate of economawgh of a nation. If

the economic growth rate is low, it may be difficiar the government

to devote more resources to education.

3.5.2 The World Market condition

Agriculture is the mainstay of most African stateAs a result of this,

the price of agricultural products in the rldo market determines their
national income. However, fluctuations ine thworld prices of
agricultural products make it difficult forhd@se countries to decide the
proportion of the national revenue that shouldllmeated to education

on annual basis. Presently, the dominant souroatadnal revenue in
Nigeria is oil.  Therefore, the Federal Guoweent's budget is usually
predicated on the price of oil in the internatiomarket. For instance,
Adelabu (1992) observed that the world-wideorsage of many raw
materials experienced immediately after the Sedndd War (1939-

1945) resulted in phenomenal increase in the exate of Nigeria. As

a result of the increase in revenue, the then algoevernment freed a
large sum of money as government grants-in-aid tdsvaxpanding the
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existing inadequate educational facilities whilmproving existing
standard.

The current crisis in the Niger Delta area of Nigéhat culminated in

the invasion by the Joint Task Force; thaébsequent Amnesty
Programme put in place by the Federal governmentn@ant to ensure

steady oil exploration which is the mainst@f the nation’s economy.
This is because once there is disruption tike production of oil or if
there is a setback in the price of oil the international market, there
would be negative impact on the nation’s economy.

3.5.3 Competition from other Sectors of the Econoyn

The revenue of a country is distributed among t@réous sectors of the
economy in order to foster national developme Education is one of
these sectors and its share of the national revéepends on the needs

of other sectors of the economy. When rotisectors call for more
attention of the government, the proportioh the national revenue
devoted to education may reduce. For im&tanl3.5 percent of the
Gross Public Investment during the Second NatiBealelopment Plan
(1975 — 1980) plan period was allocated to edunati@he reduction in

the proportion of revenue allocation to educatiounld be attributed to

the competing demands from other sectors of thea@ugy.

3.5.4 The Nature of Sources of Revenue

This determines a country's budgetary allogatito education. If a
country relies on only one source of revenie may not be able to
adequately finance education when comparech wither country that
diversifies her sources of revenue. For exampige's sole reliance

on oil revenue could retard educational developnretite country due

to fluctuations in oil price in the world nkat, which could adversely
affect government's financial commitment toe ttsector. If there is
diversification of the nation's sources ofvarue, the Federal
Government would have more sources from whioh derive revenue.
This scenario would guarantee greater allocatiadtecation.

3.5.5 The Nation's Policy on Education

Educational policy of a nation is a statemesf educational aims and
objectives and the procedures for achieviigmt It creates sense of
direction and unity of purpose among the iviodals and various
agencies involved in the administration of edugatioa country. If the
main focus of the educational policy of a natismn the provision of
technologically-based education rather tharerdity form of education,
more proportion of the government's revenuay nbe devoted to
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technologically-based education.  Similarly, endr the government is
expected to play a dominant role in theaiathent of educational
objectives, more proportion of its revenue willdevoted to education

than where the private sector is expected to plak sole.

SELF-ASSESSMENT EXERCISE
I Explain various factors influencing educationabfice.

4.0 CONCLUSION

The various components of educational finarttave been examined
together with their significance on the overalhattment of educational

goals. This aspect of education cannot beorigd as it serves as the
bedrock for educational system. Therefore, cational managers are
expected to evolve strategic plans on how etasure continuous flow
into the system. Failure to ensure this will coaisteducational quality

with its attendant implications on socio-ecomo and political
development of a nation.

5.0 SUMMARY

In this Unit, you have learnt about classifion and significance of
educational finance with student finance idemat as a more volatile
aspect of educational finance. The initiatieé student finance came
through the pioneering efforts of the missioes until government
intervention through scholarships, bursary awarand other forms of
financial assistance. The assistance from movent has suffered
serious setback and possible solutions were prdvitiee rationale for

private finance of education was highlightedhile factors influencing
allocation of resources were extensively discussed.

6.0 TUTOR-MARKED ASSIGNMENT

Describe the concept of educational finanael groffer solutions to
various challenges of educational finance.
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1.0 INTRODUCTION

Our focus in this Unit is to examine educationabfice in Nigeria from

the perspective of history, both as a fornigritish colony and later as
an independent nation. This is because of thefgignce of history in
shaping policy direction in different coungie This is considered
significant in a country like Nigeria thatathh been governed by the
colonial administration, the civiian and rtally administration. For
instance, from the period 1960-2010, this ntgu has witnessed 32
years of military administration and 18 vyeao$ civilian rule. The
nature of administration to a large extergtedmines policy direction
and hence influences its disposition towards edutaas well as other
sectors of the economy. For example, a deatioc administration is
expected to take certain decisions in accurelawith the principle of
democratic ethos, whereas a military admiaigtn is built on unitary
command system that is alien to democratadues. All these
developments have implications on educatiofiabncing as well as
other policy issues pertaining to education. Tfoeeg this section will
examine the impact of the vacillating policieof the different
administrations in Nigeria on education firancThese stages are the
colonial period, period of limited self-governmemid the independence
period (1960 to date).
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2.0 OBJECTIVES

At the end of this unit, you should be able to:

. state the difference between the policy b tcolonial
administration and post colonial administrationealucation

. identify the specific landmarks in policy elotion and
corresponding impact on education financing in Neye

. highlight the various challenges to educationaiiice in Nigeria

. state solution to some of the constraints to edurealtfinance in
Nigeria

3.0 MAIN CONTENT

3.1 The Colonial Era

Western education was introduced by the Christiasions and can be
said to date back to September 24, 1842 nwikev. Thomas Birch
Freeman arrived in Badagry. Thus, when tleemél western type of
education was introduced in the Protectorate the mid-1800s, the
system was wholly owned and financed by tméssionaries. The
colonial administration however became the amapeneficiary since it
recruited most of the much-needed low lewveanpower for trade,
commerce and government from schools estauishy the
missionaries.

There was therefore the compelling need, oify on moral ground, by
the colonial administration to make some financa@itributions to the
schools. This financial assistance took the forrdis€riminatory grants

to “deserving” schools. Through the 1882 @adice, two types of
primary schools were established, that ispsé¢h fully maintained by
government; and grant-aided or assisted sshdahissionary schools).

A third type existed — the non-assisted st$)0 owned by private
individuals, missionaries or communities andl iadifferent quality
(Marinho, 1992).

According to Okunamiri (2005) under the 19@xucation
Proclamation, the High Commissioner was empedeto control and
provide financial assistance to schools and urfteatrangement three
classes of schools emerged.

Category 1. The first were the government schools ciwhiwere very
few and were financed mainly through pubfignds. Here the local
communities were required to pay fees andseh were initially levied
en-block and were paid on behalf of the |supby the local chiefs. As
time went on individual pupils paid their own fegich were usually

very low.

48



EDA 915
MODULE 1

Category 2: The second type consisted of assisted schoolswigce
established by the Christian missions and volurbadies. These were
subjected to government inspection and were qadlififor government
grants-in-aid. They were also subjected t@ tprovisions of the
education proclamation and other rules undeem. Pupils who
attended such schools paid fees except where they exempted from
such payments by the voluntary agencies that ésitalol the schools.

Category 3: The third group of schools was the unassisted. dresy

were established and maintained by some f@rismissions, private
bodies or individuals. These schools charged féeshmvere generally
higher that what were paid in the first tweategories of schools and
they were not bound by the 1905 Education Proclemat

Public financing of education in Nigeria re¢@ in 1877 when the
colonial administration provided an annual amto of £200 to each of
the three missions involved in establishmeait schools in Lagos. In
1891, the total aid to education from thelonial government was
£1,673 and this increased to £3,400 in 1895. Giiardsd in support of
secondary education were fixed at 18s: 4d pwdent per annum
provided that such student achieved 80% ddtece. Government
supported payment of fees with £4:18s pecorsgary school student
(Fafunwa, 1973).

In 1903, the criterion for the award of msa and aid to the assisted
school was revised. The nature of the criteriaentdifficult for many
schools to qualify for the award and consequetttigre was reduction

in grants received. Private sectors bear the ggebatrden of education
during the period. For example, fees rangiigm £1.16s to £7.10s
were paid by day students of mission — owned seargrgthools while

those in boarding schools paid fees rangingm £5:12s to £23:10s.
Annual fees paid by day students of govemtme owned secondary
schools ranged from £7:10s to £9:15s, whitet of boarding students
from £15 to £20: 15s.

In 1919, the conditions for grants- in-aids to fitesschools were made

less rigid by Lord Lugard. This led to the increasaumber of assisted
schools. As a result of the 1926 Ordinantieere was an increase in
public expenditure on education through grartsin- aid system.
However, the chronic depression of 1930 haetpethe efforts of the
colonial government to meet its grants-in-asdmmitments. Between
1946 and 1947, the Colonial government investexiad of £745,850 as
grants-in —aid to education.

The Northern Nigeria was administered as epamte protectorate. In
1914, the south and the colony of Lagos &hd North were
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amalgamated. In the North, the pace of doutwa development was
much slower than in the South and the pattef financing education
was different. The first group was the government mative authority

schools which predominated and were maintailgd the native
authorities. The second group was the misssmmools which initially
received no grants, but overtime some of them \geart aided. On the

whole, in spite of the 1914 amalgamationg thkegislative acts
controlling education remained separate foe thorth and south, until

the Education Ordinance No 39 of 1948 whichme into force on *1
January 1949. This was based on the Daviflson year's plan which
was the first educational legislation that covetezlwhole country.

The impact of this new policy, otherwise ledl the 1948 Sir Sidney
Phillipson’s formula, was the emergence of vary wide and
comprehensive grants-in-aid system in respeftteachers’ salaries,
headmasters’ allowances, and administrative eesgs, salaries of
supervisors and recognised expenses of a schaadidition, the policy

also provided special grants to schools whittiained exceptional
standards in efficiency, teaching, disciplimaad tone. The Phillipson’s
formula was based on the new constitutionicivhwas introduced in
1947, and this was usually referred to agh&ds Constitution. The
Constitution provided for a more central cohtof educational
administration and finance in Nigeria. Thisiciards Constitution was
however amended in 1951 under the Macpherson Qatisti and this
granted the Regions greater autonomy. Edutati@ecame the
responsibility of Regions which were then empowececthake laws on

it, but subject however to an overall cdnteontrol. Under the new
dispensation, the central government was agdedo transfer to the
Regions the actual cost of recurrent expenses.

The extent of the financial assistance by governrbetween 1918 and

1952 shows that educational expenditure agpeacentage of total
government spending rose progressively from ay&l6% in the 1918

fiscal year to an all high of 16.9% in thE51/52 financial year, the
year which ushered in the decade preceding #ttainment of political
independence by the country in 1960. Ther yalso witnessed the
establishment of regional ministries of ediwwat One can infer from
the funding pattern that the colonial adntmaison improved on its
financing of education as a prelude to sgbvernance in Nigeria. The
funding pattern during this period is illustratedTiable 1.

50



EDA 915
MODULE 1

Table 1: Colonial government expenditure on education (19382)

Year Expenditure in pounds Peragattiotal of expendiLure

1918 35,747 1.0
1925-26 116,304 1.8
1929-30 263,456 4.3
1934-35 225,038 4.7
1939-40 264,461 4.0
1944-45 485,113 4.8
1949-50 2,308,530 8.1
1995152 8,324,600 16.9

Source: Olagboye (2004)ntroduction to educational management in
Nigeria

3.1.1 Period of Limited Self-government

The Richards Constitution of 1949 createdeehrregions while the
Macpherson Constitution of 1951 granted Ilagig¢é autonomy to the
regional governments. Consequently, the regiongexth#he course for

their educational direction. The various pcédit developments in the
country during this period referred to asrige of limited self-
government by Olagboye (2004) gave impetus to @ financing,

as the funding of education became a shared reifgilagpdetween the
country’s federal and three regional governmerdset on the relevant
provisions of Lyttleton/Federal Constitution df954. Empowered by

this constitution, the Western and the thEastern regional
governments introduced free universal primasgucation in 1955 and
1957 respectively.

It was reported by Adelabu (1992) that there whiskage between the
wealth of the former Western Region in tB®s and its educational
policy. This was because between the year 1960864 there was a
considerable increase in export commodities Nigeria ranging from
125% increase in palm oil to 500% on palm kernet lof which were
abundantly available in Western Region. Fostdnce, between 1954
and 1960 the Western Region shared 38% to 46.9%gefia’s federal
revenue as against 25.5% to 32.5% by the NorthegidR and 25.5%

to 31% by the Eastern Region.

In addition when the then Federal Marketing Boages negionalised in

1953, millions of pounds were allocated dsares to the individual
regions using the Derivation Formula upon ckhiWestern Region
received 34.4 million pounds (46.30%) of thmevenue. With this
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economic advantage of the Western Region, a nesepbrof education
as a tool for nation building evolved which culntedin the first ever
Universal Primary Education in 1955.

In the Western and Eastern Regions and La@esitory, education at
the primary and secondary levels was commollby the respective
administrations. In the Western Nigeria, tifiee Universal Primary
Education Scheme implied that all pupils whegistered in primary
schools would not have to pay school feghis however did not
translate to government taking over of schoals there were still in
existence voluntary agency schools, governmschools, moslem
schools, community schools and so on. What thergovent did was to

make financial grants to cover registered pupilheschools as well as

for construction, expansion and repair of schodidings.

This development was viewed as a monumental edunzdtiesolution,

which evoked transplantation to other regiofidumange, 2002). The
free Universal Primary Education Scheme ire tEastern Region was
modified two years later in order to progretn stages, because of the
heavy financial burden, as the Eastern Regwas not as financially
buoyant as the Western Region. This however rasuitastronomical
expansion in educational expenditure as wedl pupil and teacher
population in the concerned regions. It was regbbye Adesina (1988)

that the government nearly borne the greatmst entire burden of
educational finance during the period. The eduogiimgramme in the
Western region and the Lagos Territory failed dupdor and uncertain
economic support and this compelled the Fddégsovernment to
intervene through the Education Act of 1964 improve the financing
of education in these regions.

For instance, Olagboye (2004) reported that thet¥vie®kegion alone,

for example, spent seven million pound sterliog the construction of
buildings for the scheme, while annual reentr expenditure rose
progressively from the pre- UPE sum of a little oiweo million pounds

in the 1953/54 fiscal year to a staggering 7.9iamilin 1957/58. Table

2 gives an indication of priority placed on educatirom year to year

by the federal and regional governments based the percentage of
their total annual expenditure (on all sectorsheféconomy), that was
devoted to education between 1955 and 198dring this period, the
federal authorities devoted an average of 16.9%ef total spending

to education. On the contrary, the EasteNgrthern and Western
regional governments devoted an average ofl9%84 18.2% and 34.3%
respectively of their total annual expenditute education during the
period. In general terms, the Western RedioG@vernment, followed
by the Eastern Regional Government devoted mudiehigroportions

of their total annual expenditure to educatithan the Federal and the
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Northern regional governments. The Federal eéBawent devoted the
smallest percentage to education during the period.

Table 2: Percentage of total expenditure devoted ettucation by
Federal and Regional Governments (1955-1962)

—Year— Federa—Eastern Region—tiNonregion———Western region
1955 18.7 28.4 20.5
1956 17.3 42.3 19.5
1957 18.7 34.0 19.5
1958 17.0 34.0 19.7
1959 15.2 34.8 20.7
1960 16.1 36.9 23.9
1961 15.5 28.2 23.6
1962 NA 269 215

Source: Olagboye (2004)ntroduction to educational management in
Nigeria

The Northern region did not pursue the poliof UPE as a means of
financing primary education. Although primary edima withessed an
increase in enrolment, however, the expansain primary school there
was slower and more methodical with the aoh making it free in
future date. The Northern region through therthern Region
Education Law of 1952 established the Lod&ducation Authorities
(LEAs) which maintained and managed instingioas directed by the
Minister. Other functions of the LEA includespection and research
desirable for the improvement of the educationalifees. In addition

the law also empowered the education authoritystal#ish institutions

in their areas as they deem necessary.

SELF-ASSESSMENT EXERCISE

I Discuss briefly the history of educational finameéNigeria.
3.2 Independence Period

This period can be regarded as a continmatod the period of limited
self governance as the various Regional Guowents continued with

their educational policies. It must be notdtat during the period, the
Regional Governments had some measure ofnammy and therefore
controlled the resources in their jurisdictiomhe attainment of
independence in Nigeria on Octobé&r 1960 brought a new dimension

into education finance in Nigeria. According to d&L986) in a study
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conducted by Callaway and Musone on financing ofcatlon covering
the period 1952 through 1962/63, the findings iatkd that there was a
rising financial commitment due to rapid educatiaaansion, which
resulted from increased enrolment and theptaoo of the Phillipson’s
system of grants-in-aid. However, with thecursion of the military
administration into governance in Nigeria, th@rious autonomous
regional governments gave way to a unitagstesn of administrative
structure. What this implies is that the ématl Government took over
some of the powers of which hitherto resides the various Regional
Governments.

3.2.1 Education Finance during the Era of Mitary
Administration

It is important to note that the period etween 1968-1978 has been
identified as watershed in education finanice Nigeria. This was
because of the promulgation of certain Decreesatterted the revenue
allocation sharing formula in Nigeria. It has belscussed earlier that

the derivation formula for revenue allocatidavoured the Regional
Governments. Thus they had absolute contreér otheir resources and
gave certain percentage to the Federal Governmbatidea of revenue
sharing in Nigeria started in 1946 with thetroduction of Richards
Constitution which created the need to formmulgroposals that would
help the Regional Governments, that is, W&est, East and Northern
regions. This is to allow them to undertakieeir new responsibilities
which include financing of education. Between 19bd 1946, Nigeria
operated a unitary government both in terofs political and fiscal
considerations. Thus during the period of itlieh self-government, the
Regional governments could control their finandeeréfore, when the
Military regime, between 1968 and 1978 prayatéd four decrees on
revenue allocation, the Regional Governments wisadgantaged. The
following are the Decrees that changed thedan of education finance
in Nigeria.

. Decree No. 15 of 1967 provided the formula for Bitarevenue
among the newly created twelve states.

. Decree No. 13 of 1970 shifted the bulk of the fatlgrcollected
revenue to the Federal Government.

. Decree No. 9 of 1971 gave the Federal Gowent the
exclusive right to the revenue from the dibre rents and
royalties from oil.

. Decree No. 6 of 1975 made almost all reeento be shared by
the states to pass through the Distributable PaobAnt.

Table 3 shows that the revenue sharing formulasstipely skewed in
favour of the Federal Government. The cunwdateffects of these
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Commissions and Decrees on revenue sharing in idigesummarised
in Table 3, which shows the amount of money andgtreentage of the
federally collected revenues as they are eshabetween the Federal
Government on the one hand and the Statmwsbioed on the other.
From 1968-69 to 1970-71, the States received be&t®8& and 40% of

the federally collected revenue based on fbemula proposed by the
Raisman Commission, but re-divided by Decree NafIB67 to suit

the newly created twelve states. From 1971-72 énegmtage share of

the States dropped to below 30% though #wotual cash values of the
appropriation continued to rise at an average dmateof increase of

39.3%, whereas the cash value of the revenue abiaiy the Federal
Government was rising at an average annual fatanorease of 51.0%

in addition to retaining a higher annual geetage of the share of the
revenue of over 60% from 1968-69 to 1970-dthder the Raisman's
formula. As from 1971-72 to 1977-78, the Federal&noment's share

of the federally collected revenue rose teero70% because of the
combined effect of Decree No. 13 of 1970 whichtelithe bulk of the
federally collected revenue to the Federal Goventprand Decree No.

9 of 1971 which gave the Federal Government th&uske right to the
revenue from the off-shore rents and royalties fooim

TABLE 3: Shares of Federal and States of FederalerRe (1968-

1978)
Year Retainable by| Appropriation to Total

Federal the States

Amount |% Amount % Amount
1968-69 180.5 61.1]114.8 38.9 295.3
1969-70 230.6 60.7 | 149.0 9.3 379.6
1970-71 434.2 66.5] 218.3 33.5 652.5
1971-72 699.7 73.5] 252.0 26.5 951.7
1972-73 928.5 72.6 ] 349.3 27.4 1,277.8
1973-74 1,180.4 75.2 1 389.5 24.8 1,569.9
1974-75 2,502.4 180.0| 626.1 20.0 3,128.5
1975-76 3,873.7 73.7]11,378.6 |26.3 5,252.3
1976-77 4,329.3 75.211,427.0 |24.8 5,756.3
1977-78 5.,846.2 76.411.806.3 23.6 7,652.5

Source:Ndagi, J.O (1983Financing of education in Nigeria under the
military rule

The picture one gets during the military ikat of over dependence of
the states on the federal sources. On the average60% of the state's
revenue was from Federal sources. The situatiorsovasrrible that the
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Military Governor of Lagos State at the tim@&rigadier Mobolaji
Johnson, in his budget speech for 1975-76 obsehatd

Whereas in the past, 65 percent of our me®e has
come from sources under the control of thagos
State Government, collectible by its own #ffeand
only 35 per cent was due from Federal Gawvent
sources, the position had completely changed this
current financial year. With the percentage oerawe

due from the state's own resources fallimg about 50
per cent we have become considerably more dependent

on Federal Government's subvention than ever hefore
Owing to the introduction of uniform taxatiorthe
Lagos State Government stands to loose nebilyl
million which the Federal Government proposes
make good for the financial year 1974-75 yonl
Thereafter we shall have to bear the fulfeat of the
loss of revenue arising from this exercise.

It is important to take note of Lagos Stafteat was less dependent on
federal sources during the fiscal years 1968-6Bi-75. During this

period, more than 55% of the state's revemaene from the states
sources; and revenue from personal incomenealovas more than the
revenue receivable through the Federal GovernmBantirom the fiscal

year 1975-76, the position changed due te thtroduction of uniform
taxation.

What one can deduce from the effect of éhd3ecrees was that the
Federal Government had discouraged the S@étwernments by
curtailing their latitudes to generate enough rexeeinom local sources,

and deliberately applying fiscal measures likee introduction of
uniform taxation and the abolition of expoduties and sales tax on
agricultural produce, in order to make the Statesendlependent on the
Federal Government for their revenues. Thearcl picture that has
emerged is the over dependence of the statesthe Federal
Government for their revenues, and the over deperedef the Federal
Government on one dominant source of revenue.

Between the fiscal years 1968-69 to 1971-72, thmidant source was
customs and excise item. But between the fiscaky®a71-72 to 1977-
78 the dominant source switched to DirectxéBa which include
Petroleum Profit Tax that provides the butf the federally collected
revenue. Nigeria was, therefore, in a versecarious economic
situation. If the oil industry had collapsedthen all the educational
programmes would have collapsed.
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The civil war period of 1967-1970 halted the impétation of UPE in
Regions where it was practised. In JanuaB781 there began a new
development in the management of primary alsholeading to the
takeover of the primary and post primary adion by the
Government, which implied the nationalisatimf the school system.
The implication was that the government assumddédaponsibility for

the financing and management of schools, tlpugting an end to the
grants-in-aid system. The government or its agerttierefore assumed

full responsibility for maintenance of the irpary and secondary
schools both in respect of recurrent and capitpéages. All this while,

the funding pattern of secondary educatioeacher education and
technical education followed similar trend as imary and secondary
education in the country.

The Government of East Central State (one of #wesicreated out of

the old Eastern Region) was the first tdketaover all schools in its
jurisdiction through the promulgation of thEast Central State Public
Education Edict 1 of 1970 that led to the takingrowof all primary and
secondary schools in the state. The rationalergaged was to provide

central coordination and build an integrateducational system that
would guarantee uniform standards and equity the distribution of
educational facilities. Another reason was poovide stability, curb
sectionalism, religious conflicts and disunitfthis was necessary
because some alleged that the missionariese wmly interested in
indoctrination (Idumange, 1992). However, not lafgpr, there was the
drastic fall in oil revenue in the late 1970s whiohde it impossible for

the governments to shoulder the burden oticaibn finance, and
gradually, private participation was allowed tome to the rescue.
Lagos State also enacted its Education Law N of 1970 while the
south western states followed suit in 1973.

3.2.2 Government Policies and Education Finance

The foregoing historical perspective on edocatfinance in Nigeria
indicates that various governments at the-iqdependence and post-
independence era have exercised consideraffleence on education
finance and management through their policies. Sointieese policies

are enunciated in the National Policy on dadion. Other landmark
decisions include government take-over of scho@sipnalisation and
expansion of higher institutions, decentraiat of the entire
educational system, the Universal Basic Edocat Unity Schools and
quota system and establishment of agencied thfluence education.
These agencies include the Joint Admissiomsl datriculation Board,
the National Universities Commission and maanthers. Nwadiani
(1998) observes that most educational polices Nigeria are poorly
implemented because they are caught in a webmilitarism and
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partisanship. Idumange (2002) remarks that pslhis the capacity to
dislocate educational planning and its implemeotatHe added further

that political instability coupled with antiellectual leaders have
conduced to debase long-term planning, whplgicy inconsistency,
discontinuity and their attendant negative muléggicontinue to hinder
education in Nigeria.

3.2.3 Profile of Federal Government Expenditure on
Education

Issues pertaining to education finance in eNagg have always been
related to Federal Government’s budgetary allonaticeducation. This

might not be wunconnected with the fact thithe Federal Government
takes the lion share of the federally caéldc revenue. It has been
observed that Nigeria has not been able to comeithppan acceptable
revenue sharing formula and as such theeisslli revenue is a
contentious issue. The existing formula issifieely skewed in favour
of the Federal Government, followed by théat€& and local
governments in that order. The Federation oot holds all federally
collected revenue with such funds divided agiothe three tiers of
government.

Some of the funds in the Federation Account actmara government-
owned mineral resources, a set percentage (13%fich is returned to

the states, apportioned on the basis of tteess original contributions.
This implies that each state is entitled1386 of the revenue accruing
from resources generated in its territory.e Thevenue from the Value
Added Tax is also shared through allocatioh 15% to the Federal
Government, 50% to the state governments &8b& to the Local
Governments. Of the funds remaining withine threderation Account,
54.7% goes to the Federal Government, 24.7% te gtaternments and

20.6% to local governments.

The Federal Ministry of Education (2003) agtethat 1978-1999 was
an ill period for Nigerian education systebecause of the instability
and financial inadequacies due largely to genexahemic downturn of

the 1980s. The crisis led to stoppage ie txpansion of primary
schools, regular occurrence of unpaid teatheedaries, the
degeneration of educational facilities and infrastiure at all levels and

the attendant industrial crises (strikes) ssroall tiers of Nigerian
education system.  According to the CentBdnk of Nigeria (2000),
poor financial investment has been the banie Nigerian education
system, to the extent that the budgetingocation has been very low
compared to others. Furthermore, the fedegalernment percentage
allocation to education has declined steadsipce 1999. This is
particularly important in view of the huge increaseaumber of intake

at all levels of education-primary, secondaanpd tertiary. Table 4
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budgets dducation consistently

fall below the 26% recommendation by the UNESCO.

Table 4 Federal

Percentage Allocated to Education

Government Budgets From 1958 — 2@08l the

S/N| YEAR TOTAL ALLOCATION % OF
BUDGET TO BUDGET TO
EDUCATION EDUCATION
T T958 | £38,267,480 EZ,260, 760 5.91
Z 1959 [ £37,647,160 EZ,515,140 0.08
3 1960 £46,629,930 £2,808,040 6.02
7 1961 [ £52,987,260 £3,257,570 0.15
5 1962 | £52,084,700 £2,705,250 5.19
6 1963 £58,109,680 £1,992,590 343
7 1904 £62,275,980 £Z,270,360 3.0D
8 1965 [ £78,396,370 £27,800,950 3.57
9 T966 [ £76,720,040 £3,22%,020 423
10— 1967 [ £68,484,070 £3,339,120 4788
I1 | 1968 | £64,570,800 ET1,833,400 2.84
12| 1969 | £E8T,053,740 E1,782,410 2.20
I3~ 1970 [ £267,920,814 1,850,540 0769
T4 1971 | E£465,837,661 £2,4638,520 053
IS5 [ 1972 | £E638,947,649 £3,976,650 0762
16 [ 1973 | N1,411,429,065 | N 12,378,780 0.88
17 | 1974 | N 3,128,405,827 | N 92,678,460 2.96
18 1975 [ N5,252,297,373 N240,196,680 457
T9 [ 1976 | N 5,088,150,047 NZ23,058,618 [ 8.7L
20 | 1977 [N 7,652,55%,360 N238617,290 [ 3. 12
21T 1978 | N ©,815,198,810 N779,399,610 TTa=
22 | 1979 | N 8,805,262,310 N326,076,020 [ 3.70
Z3 | 1980 | N9,04T,279,000 N 447,902,000 | 4.95
24 1981 | N 8,430,897,670 N543,664,300 [ 6.45
25 [ 1982 | N 6,758,123,360 N546,698980 [ 8.09
26 | 1983 [ N 5,560,937,850 N2242407.210 [ 4.04
27 | 1984 | N©6,07/2,461,420 N 272,497,470 [ 4.49
28 1985 | N©772,342,659 | N 256,856,660 | 3.79
29 [ 1986 [N 7,780,732,900 | N 208,990,210 [ 2.69
301987 N I7,517,080,030 N 337,463,920 1.93
3IT1988 11N 24,365,32,328 N58%4,130,070 | 240
32 19891 N 30,107,057, 130 N T1,067,179,03p355
33 [ 1990 [ N 39,763,988,960 N T,126,664,140[ 2.83
34— 1991 N 38,665,978,779 N 419,906,180 1.09
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35 1992 N52,036,021,610 N 2,008,320,23D 386

36 [ 1993 [ N I14,600,529,300 N 6,436,080, 7505.02

37 | 19974 NT10,500,000,000 N, 878,084,920 7.13
38 | 1995 [ N I55,200,000,00 N 1Z,78,670,33020

39 [ 1996 | N 188,221,068,083] N 12,135,951,790 | 6.45

40 | 1997 | N 404,000,000,000| N 16,440,162,815 | 4.07

ZT | 1998 | N 260,000,000,000 N 26, /21,320,9060.28

421 1999 NZ19,500,000,000 N 27,712,000,000 2 1T
43~ 2000 [N ©77,511,714,738 N 50,008,169, 7p08.30

44— 2001 [ NT,018,167,600.00 N 59,764,600,200.37

40 2UUZ | N1,186,914,255.0] N10Y,455,Z00,0D00 Y.Z1
46 | 2003 [ N1,226,156,000.0 N u/,bao,luu,gfﬁ.cig

A7 2004 NI, 212, 231,500.0 N93,777,000.000.71

48— 2005 | NI,801,938,200.0] N120,035,500,000 6.66
49— 2006 [ NZ,I93,609,200.0] N165,213,500,000 7.53
S50 | 2007 | NI,929,594,800.0] N185,771,770,000 9.53
ol 2UUo NZ10,000,000,000 15
SOURCE: Federal Government of Nigeria Gazette, (variousgea

It is expected that if the budgetary allocatiomirthe Federal Account
falls short of expectation, then the Stat@vé&nments whose survival
depends on statutory allocation from tkederal Account are not
likely to perform better.

SELF-ASSESSMENT EXERCISE

I. What are the implications of government polion educational
finance in Nigeria?

4.0 CONCLUSION

The conclusion from our discussion so fadiaates that, the initial
lukewarm of the colonial administration towsrdeducation finance in
Nigeria has given way to a situation where goveminaé various levels
now shoulder the burden of education financewWhile the colonial
administration can be described as adoptingmethodical, albeit
lukewarm attitude towards education finance Nigeria, the period of
limited self- government gave the Regional v&aments free latitude
to dictate their educational policies based the availability of funds.
However, the incursion of the military regimato Nigeria’'s political
terrain deprived the States (Regions) thatasmee of autonomy that
gave them control over their internally generatembme. The military
through their unitary command structure jettisofiechl federalism and
made the various states to be absolutelyemdgnt on the Federal
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Government for their financial requirementsinc® States no longer
have control over their resources, the ume generating resources
internally declined because such income autically goes to the
Federal Government purse. In addition, educatipabty particularly

during the independence era witnessed a ofotpolicy inconsistencies
which impacted negatively on education financeThis is because the
independence era witnessed political instgbildue to the incursion of
the military into self- governance in Nigeria.

5.0 SUMMARY

In this Unit, you have learnt about the mode ofcadion finance under
colonial administration and the period of limitezfs-government. You

have also learnt how the various Decreesmplgated by the military
administration between 1968 and 1978 alteted trend of education
finance in Nigeria. The Unit also presentdte negative impact of
political instability on education finance in Nigeer The next Unit will

expose you to the structure of educational systeNigeria.

6.0 TUTOR- MARKED ASSIGNMENT

I. Explain the mode of educational finance undbe colonial era
and the period of limited self- government.

il. Discuss the impact of the incursion of the militario Nigeria’'s
political terrain on education finance.
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MODULE 2 PERSPECTIVES ON EDUCATION

FINANCE
Unit 1 Sources of Education Financing in Nigeria
Unit 2 Role of Non-Governmental Organisations and
Foundations in Education Financing
Unit 3 International Development Agencies and Eduaatio
Finance
Unit 4 Educational Finance in Selected Developed Countries

UNIT1 SOURCES OF EDUCATION FINANCING IN

NIGERIA
CONTENTS
1.0 Introduction
2.0 Objectives
3.0 Main Content

3.1 Functions of Education Finance
3.2 Sources of Educational Finance
3.3 Internal Sources
3.3.1 Tuition Fee and Levy
3.4 The Public
3.4.1 Funding of Universadi Education
3.4.2 Funding of Secondady&ation
3.4.3 Funding of Tertiaryuedtion
3.4.3.1 Government Subvention (Grants)
3.4.3.2 Donations and Endowments
3.4.3.3 Education Tax Fund (ETF)
3.5 Major Forms of External Aids
3.5.1 Major External Aid Projects for Opeoati of
Educational Institutions
3.5.2 Major External Aid Projects Related Beneral
Educational Matters
3.6 Voluntary Teachers’ Schemes
3.7 External Aid Scholarship Scheme
3.8 Challenges on Reliance on External Aid
4.0 Conclusion
5.0 Summary
6.0  Tutor-Marked Assignment
7.0 References/Further Reading

1.0 INTRODUCTION

In the preceding units, it has been emphasisedcethatation is a capital
intensive industry that requires resources cymement, allocation and
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effective application of such resources for thdisation of educational
goals. Funding has continued to dominate udisions on issues
pertaining to quality of education. This fremised on the
understanding that with adequate provision fohds other resources
required for educational system are alreadyaranteed. In order to
actualise various objectives of education, diffessmurces are explored
ranging from internally generated fund to that xteenal support from

the public and donor agencies. Combs (1968) inglittiat money is an

absolute crucial input of any educational tays as it provides the
essential purchasing power with which eduacatiacquires its human
and material input. With little money, edidoat can be helpless. With
an ample supply, its problems become morenag@able even though
they do not vanish.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

. highlight the functions of educational finance

. identify different sources of educational finance
. outline various methods of educational financing
. identify specific contributions of donor agencies

3.0 MAIN CONTENT
3.1 Functions of Educational Finance

In Unit Two, attempts have been made torifglathe concept of
educational finance as the process of progurand disbursing of
financial resources for the provision of ealion of a given standard
stipulated by the society. Educational finanaecording to Okunamiri

(2002) has two components or functions, ngmeliagnostic and
prognostic. The diagnostic component dealsh wihe analysis of the
financial aspect of education, while the prognodgals with the use of
educational financing as an instrument to jgmto the trend of an
educational system.

For instance, the Ashby Report of 1960 prescribatlif the Nigerian

was to grow at the rate of 4% per annuromf 1960- 1980, the
corresponding growth rates of the senior antermediate level
manpower would be 8% and 13% respectivelyasdd on these
recommendations, school places at the tertiand secondary levels
including primary education were projected apdovided. This is a
typical example of how educational financen cperform a prognostic
function.
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3.2 Sources of Educational Finance

In every country, there are those who have intenasiatters pertaining
to education and they are referred to amkes$iolders. This is because
whatever affects the educational sector autométieéfiects them. The
sensitive nature of educational finance makesa major source of
concern to them. For instance, Babalola (2004ported that
universities in Nigeria are currently in crisis.addeding to him, there is

less money to spend on teaching, researcth @mmunity services.
Universities complain of under-funding, while govment accuses the
universities of inefficient utilisation of availablesources. The donors
argue that public spending on universitiesousdh be reduced. At the
same time there is a growing resistance by studemarious attempts

to introduce user charges at the university level.

Three categories of stakeholders in the Nigeriarcational system and
invariably the providers of education funds areftiilowing:

a. The public — represented by the federaltestand local
governments.

b. The private individuals, and

C. Donor agencies such as the World Bank, UNBSQJNICEF,
UNDP among others.

Sources of finance can also be classified into tmternal and external
as shown in figure 1.
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Sources, of Finance
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Figure 1: Anatomy of Educational Finance
Source: Adapted from Ayodele (1997)

SELF-ASSESSMENT EXERCISE1

1a) Describe the functions of educational firanc
b)  List the major sources of educationaltiice

3.3 Internal Sources

Internal sources comprise of funds generate@rnally by the
institutions by charging students for servicemndered to them. Under
this category of revenue sources are tuiti@xamination,
accommodation, sports, medicals, ID cards amdeldpment levies, as

well as others that may fall under this upo Institutions, particularly
tertiary institutions equally raise funds througimsultancy services. In
addition, other sources include direct investm in economic and
business ventures; large scale agriculturabdyction and animal
husbandry as well as income earned from dattkrough placement of
surplus funds on fixed deposits.

It is however, important to add that intélypagenerated revenue
appears to be very important at the tertideyels of the Nigerian
university system. A directive from the FederGovernment advising
that Federal universities should start generatBfg df its total revenue
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prompted most of the universities to exploddferent avenues
making money. Universities could establish hbatommercial and
University-Productive Sector (UPS) linkages,t biepresent different
modes of expanding the financial base of tmiversity system. Aina
(2007) identified a commercial venture as uait or department within
the university which engages in direct productibgaods and services,

which are sold directly to the consumers.ciSuwnits are established
primarily to generate a profit. UPS linkages athose structures put in
place to allow universities to sell theirchaical expertise and/or the
products of their scholarly research to the progacector.

Nearly all the universities are engaged in runrifierent commercial
ventures ranging from hotel services, primaapd secondary schools,
publishing, consultancies, petrol stations asdpermarkets among
others. It is observed that some of thetwes that attract high profit
margins are those offering professional sessicsuch as consultancy,
distant teaching and hotel services. Although #@ggaphical location

of each university could be a major determinartiaf successful these
ventures could be. For instance, while anmmlitan university like
the University of Lagos could generate a lot fravnsultancy services
due to the presence of big industrial and commieocganisations, it is
doubtful if a university located in a landlockedtst, like the University

of Ado Ekiti can be that successful.

3.3.1 Tuition Fees and Levies

Although there is a general embargo on feyment of tuition in
federal universities, state universities ameef to take tuition fees, but
what they charge at present cannot be redards commensurate with
the services provided by the universities.itidn fees represent the
charges for teaching services that are peavidor the students. In
addition to tuition, students are also toy pather charges for
examinations, laboratory use, development, nefumdable admission
deposits and of recent post JAMB screeniegtfee. It must be added
however, that such fees represent an insignifipantentage of income

in public universities. Aina (2007) reportetthat fees collected under
different guises at OAU Ife between 1990 and 1996unted to N1.4

million; for University of Ibadan, N7.86 midn (within a six session
period, 1990 to 1996. UNILAG presents a mdraoyant revenue

for

generation pattern, with much of its inconteming from fees (non-

degree and post graduate programmes), and investmen
3.4 The public

Government usually allocates sizeable proportiof its revenue to
education in order to enhance national dewvetnmt. Both Federal and
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State Governments use the common pool system ehuevcollection.
No source is tied to any particular expenditurmiteence education in
Nigeria has no special source of revenual tte it alone and has to
compete with other public service units. Thuke amount of money
allocated to education would not only depeod the total amount of
revenue available, but on the order of prioritykiag for any particular

fiscal year. Ndagi (1983) observed thatween 1964 and 1971, the
Federal Government depended heavily on Cust@nd Excise up to a
level of over 70% by the time the military took owe 1966 and stayed

at over 50% through the civil war years. By thedisyear of 1971-72,

the revenue from direct taxes was about #ane level with customs
and excise and once contributed up to 608 the country’s revenue.
Though the amount of revenue from customs and exasd continued

to rise, the relative contribution dropped to ag &s 8.4% by the fiscal
1975-76 and rose to only 13.1% by the fisyear 1977-78. This is in
agreement with Ajayi (1997) that the propmti of national revenue
that will be allocated to education is imfiwed by the nature of the
sources of revenue among other factors.

At the State government level, the situation isin@ny way different

as the states depend on Federal Account, ttenaverage; over 60% of
the state revenue comes from this source. The gangeapplies to the

local governments. Thus, it is whatever isadm available through the
Federation Account that ultimately determines watatrues to both the
state and local governments. Akinyemi (198&ported that with the
introduction of the 1979 constitution, the Fedé€salvernment ceased to
have direct responsibility for primary eduoati The State and Local
Governments assumed the responsibility formary education. The
Federal Government gave only 10% block grant tcaL@overnments
which then disbursed in accordance with their needs

It has been argued in several quarters that laékadl federalism is the
bane of Nigeria’s development. For instance, dutivegFirst Republic,
each of the Regions had control over its resowussesonly contributed

50% of revenue generated from its resources tpuhse of the Federal
Government. However, with the incursion of theitail into Nigeria’'s
political terrain, the democratic practice of thesERepublic now gave
way to the unitary command structure of the myitarhis development

led to a situation where the Federal MilitatGovernment has absolute
control over all the resources generated frtme states. This
development is against democratic principles. Ehengh Nigeria has
since returned to democracy, revenue shafiognula is still a
contentious issue that has not been propadgressed. This is partly
responsible for the crisis in Niger Delta where ithgion is demanding

for absolute control of its resources.
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For example in 1992, the revenue formula hadsharing ratio of 48.5:
24:20 for Federal, States and Local Governmerespectively with
7.5% allotted to special fund. In the oneopesed in August 2001 the
ratio was 41.3:31:16 respectively in Feder8tates and Local
Governments with special funds accounting fbt.7%. With the
invalidation of the special fund by the Sampe Court, the Revenue
Mobilisation, Allocation and Fiscal Commissiorevised it to
46.43:33:20.77 in respective order and sulechitit to the National
Assembly through the President in 2002. As new the Federal
Government controls about 60% of the totavenue accruing to the
nation while the remaining is shared betwesates and local
governments (The Punch, July 2004).

Up till now nothing has been done to revise thesdr and this is partly
responsible for the agitation for a review the Revenue Sharing
Formula by The Governors Forum so that States agrife minimum

wage approved by the Federal Government. Bhgument has always
been that States and Local Governments doserc to the people than
the Federal Government and should thereforettek&on share of the
revenue. Ifthe current status subsists thencduld be argued correctly
that the Federal Government should be hetdowntable for greater
responsibility onthe funding of education cginthe revenue allocation
sharing formula is positively skewed in its favour.

SELF-ASSESSMENT EXERCISE?2

I With an aid of annotated diagram summaribe different
sources of educational finance

3.4.1 Funding of Universal Basic Education (UBE)

Under the Constitution, federal and state governsieave concurrent
responsibility for primary education fundingyhile local governments
have responsibility for providing and maintagh primary education
subject to necessary assistance from theesstatFederal Ministry of
Education, Education Status Report, Abuja, eNagg 2003). All the
three tiers of government, namely, federal, statelacal- fund primary
education. Capital expenditure (buildings, tmolkand furniture) come
from the federal and state governments’ shafe the Federation
Account.

The Federation Account holds federally cobectrevenue with such
funds divided among the three tiers of governmi¢ig.however noted

that an acceptable revenue formula is yet b put in place but the
existing formula is positively skewed in fawvo of the Federal
government. This is followed by the statesd alocal governments
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respectively. Some of the funds in this acto accrue from
government-owned mineral resources, a set perae(iid§6) of which

is returned to the states where such rewenaee derived, apportioned
on the basis of the states’ original conttitns. Thereafter, 15% of
VAT revenue is distributed to the Federal v&oment, 50% to the
states governments and 35% to the local rgovents. Of the funds
remaining within the Federation Account, 54.78ees to the Federal
Government, 24.7% to state governments, afdb% to local
governments. State governments also pay #wmurnrent costs of
managing State Primary Education Boards (SPEB)alLGovernment
Education Authorities (LGEA), and primary schools.

Out of the 20.6% allocation to local goveemts from the Federation
Account, their respective state governments aside a percentage for
primary school teachers’ salaries and allowanavhile the remaining
may be used as direct assistance to primgglools. At times local
governments also generate revenues that #weghed back into the
primary schools.

The Universal Basic Education (UBE) programme sthi 1999 while

the UBE Act was signed into law in 2004 tie federal level. It has
been domesticated in all states of the federatoeffective ownership

and delivery. The States as well as the aLoGovernments have
assumed more visible roles in driving the BUBprocess and providing
effective partnership with Federal agenciesarged with Basic
Education delivery.

The Federal Government is solely responsifde the funding of the
training of teachers for the UBE at the primaryigu secondary, adult
literacy and nomadic education levels. It alsodgsint responsibility

with the State Government and minimally withe Local Government
for (i) teacher recruitment and remuneratiqii) provision of
infrastructure, and (iii) provision of instructidrend learning materials.
Table 1 shows the specific ratios:
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Responsibilities for provisiony of

nfrastructure

Primary School Federal 75%, State 25%
JSS Federal 50%, State 0%

Adult literacy

Federal 25%, State 50%,

25%

Nomadic
Responsibilities for funding

Instructional and learning
materars
PTimary schoot Federat-10096
JSS Federal 509%, State 509% |

Adult literacy

Federal 25%, State 50%,

25%

Nomadic

Federal 80%, State 20%

Source: Federal Ministry of Education, 2003

3.4.2 Funding of Secondary Education

The Federal

Government funds all the unighosls and the

funded by the state governments. The administrati@magement and
funding of schools are shared between thateStMinistries of

the Federal
in the legislation.

Education,
prescribed

offered free of tuition, although students are expe to pay levies as a
contribution to the costs of running schools.
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Federation Account

{

State Own
T D[a[e —tocatrOwnRevy Lacal

Teachers’
Salaries

o e 4+
wapiartusis

Capital and Recurrent Costs

Y N | !

Education Universal State Stgte
Tax Fund Basic Ministry  of Primary
Education Education Educatjon
| l Board j

Local Government
Education Authority

Primary Schools

Figure 2: Funding of primary and secondary levels afuation in
Nigeria
Source: Report by RTI International, 2004

3.4.3 Funding of Tertiary Education

Tertiary education includes universities, petytnics, monotechnics
and colleges of education. Since tertiary catlon falls under the
Concurrent Legislative list in the 1999 Cdaogion, all these
institutions are funded by their respectiveoppietors. However, in the
70s, Aminu (1986) reported that a regional univgrsi Ahmadu Bello

was getting 75% of both its recurrent andpital budget from the
Federal Government. The regional University of Nigand University

of Ife were getting respectively 30% recutreand 50% capital
subventions from the Federal Government resmdg. The current
situation is that state universities no langeceive such financial
support from the Federal Government excepoutih intervention
agencies of the Federal Government like the Eduecdtax Fund.

Some of the conventional sources of fundimgtitutions of higher
learning include the following:
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3.4.3.1 Government Subventions (Grants)

Government grants and subventions constitubeuta 98% of the total
budget of Federal Universities. It is instrue to note that university
education is tuition free at the Federal W&nsities. Public universities

in Nigeria depend solely on their respectiegners for funding. The
situation is a bit different in state unis#ies that charge tuition.
According to Akangbou (1987), this method &fnding education is
usually very important because in most, if notcallintries, education is

seen as a social service and governments allocareable proportion

of their annual budget to the provision afidancing of education.
According to Aina (2007), in North American publioiversities, about

77% of universities budget was received from theegoment, and 7%

was derived from tuition fees, 5% from ihdions’ internally
generated funds, 4% from foreign aid, 1.5%d al% from private and
industrial donations respectively. This tends tofem that government
funding of universities is a general situationadér the world.

According to Okebukola (2003), for the pumo®f administration,

funds  to universities are classified as recuroercapital. In turn, the
recurrent category is partitioned into persnmand overhead costs.
Personnel costs take care of staff sala@esl allowances. Overhead
costs take care of the routine expenses roring the university
including such items as equipment, buildingd aroad maintenance,
payment of utility bills, fuelling of carsyefreshments for meetings,
payment of council allowance, as well as télosand ground
maintenance.

Expenses involving building construction, pwsd of laboratory,
workshop, clinic and studio equipment, purehasf vehicles, major
rehabilitation of plants and machinery arevered under -capital costs.
Data available in NUC from federal universitiessttbat in 2002, 98%

of personnel expenses were paid for throughants from the Federal
Governments through the National Universiti€@mmission (NUC,
2003). For overhead and capital expenses,ergovent remained the
major financier. Table 2 shows the sourcds funds for university
financing.
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Table 2: Sources of funds for the Universities

source Percentage
Personnel Government grant 98
Other Sources 2
Overhead GOVermment grarnt a5
Income from  user 49
charges
COme fronT Mvestmet 9
Capital Government grant 68
(NUC)
Government grant (ET[F) 12
Private sector support 10
fIcome fronT mvestmet 7
others 6

Source: NUC, 2003

All other grants/revenues outside the govemtmgearly subventions
are regarded as endowments, fees/levies; ; gifteernational aids;
investments and other internally generated revenues

3.4.3.2 Donations and Endowments

Other sources of funding education in institutioh&igher learning in
Nigeria are through donations and endowments. /&087) observed

that at the University of lbadan, a majorayvof generating money for
the university is through endowments. This initiatstarted as a result

of harsh economic conditions occasioned b fitivili war. These two
forms of financing educational institutions apptabe very common in

the developed countries of the world. Theitéth States of America
appears to have perfected these sources of incengraion to such an

extent that a huge sum of money is deriieom them. According to
Emenemu (2007), in the past, substantial tgrawere received from
organisations like the United Nations Educgalo Scientific and
Cultural Organisation (UNESCO), the United iNa$ Development
Programme (UNDP), the Ford Foundations, theckifeller
Foundation, the Carnegie Foundation, the Germanléwé Exchange
Services (DAD), the Canadian International €&epment Association
(CIDA) among others. The oil boom in Nigeria apge@ahave denied
Nigeria some assistance they were gettingnfreome of these donor
agencies in the past. This is because, Nigeriatisagarded as a poor
nation in terms of resources, but some bés¢ agencies identified
Nigeria as a country where abundant resouraes mismanaged. In
Nigeria, there are philanthropists that haegher donated physical
facilities or endowed professorial chairs in somgexan universities.
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3.4.3.3 Education Tax Fund (ETF)

The Education Tax Fund is an initiative tfe Federal Government
towards the funding of education in NigeriAccording to Ade-Ajayi
(2001), the Education Tax Fund was originallyoposed by the
Committee of Vice Chancellors of the Fedefadhiversities for the
exclusive funding of the universities, but theiatitve was hijacked by

the Federal Government which now led to timelusion of all other
levels of education inclusive of tertiary instituis. The Education Tax
Fund was established through the Education Tax Bewlee Number

7 of 1993 which compelled companies operating igelNa, which have

up to 100 employees on their pay roll to contrili2fe of their pre-tax
earnings in any one year to the Education Tax Fanthe funding of
education. While Education Tax Fund has impdo the provision of
physical facilities through the constructiomda rehabilitation of new
classroom blocks, hostels, staff office comee laboratories among
others, the demand of these universities remaiabated.

SELF-ASSESSMENT EXERCISE 3

I With specific examples, describe the mode emfucation
financing at the tertiary level of the Nigerian edtional system

3.5 Major Forms of External Aid in Nigeria at Independence

External aid usually takes two main formdie textension of loans or
grants for specific purposes, and ‘techni@sistance’ which includes

the supply of personnel and equipment and thaining of Nigerians
abroad, mainly in the donor countries. During tbkegd between 1960

and 1965, Nigeria did not receive loans fgpecific educational
projects, as the first International DevelopmeAssociation (IDA)

credit of this kind was still under negadtat with the International

Bank for Reconstruction and Development (IBRDhat ¢énd of 1964.

However, a credit from IDA worth $20 milliorwas approved for
secondary education and signed on March 1, 1965.

The external aid received by Nigeria can btlassified as follows: (a)
capital grants for building and equipment of edigretl establishments;

(b) supply of school equipment; (c) supply teaching and
administrative staff; (d) services rendereddarn general technical
assistance programmes, such as (i) adminstraand educational
planning, (ii) educational research, (iii) orgatisa of training courses

for teachers, school administrators and supers, and (iv)
organisation of conferences and seminars; dejard of scholarships,
fellowships, bursaries and visitorships tenabl@abr
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Most agencies sponsored specific educationaje@s through
agreements with the Nigerian government in  whinehdontribution of

both sides was fixed in advance in accordance aviglan of operation.

In some cases, more than one agency patédpin a single project.
Scholarships were awarded under a singleomati scheme or under
separate schemes sponsored by different natiogahmations and the
number available for each scheme was setr y®a year. A certain co-
ordination of the aid given by the most importagecies operating in
Nigeria was undertaken by the Bureau for Externdlf8r Education,’

a unit sponsored by the Carnegie Corporatard attached to the
Federal Ministry of Education. Our discussion iis thinit will only be

limited to the major external agencies for whichas been possible to
access information during review of relevant litara.

3.5.1 Major External Aid Projects for the Ogeration of
Educational Institutions

From independence, the sum of over £20 oniliwas committed by
external agencies for the establishment, esipan and operation of
educational institutions in Nigeria and, at the end964, £7.7 million,

or 38.2 per cent of commitments had alredayen expended or
disbursed. Most of the projects were begun at tideod 1962 as part of

the six-year development programme which began 1962. Table 3.1
gives the breakdown by region and types of institut
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Table 3.1: Major External Aid Projects by Region antypes of

Institutions

Aid committed Aid disbursed Distribution of total aid

(£ thousand)
By region Of total Committed Disbursed

committed
Northern 5116.0 1017.7 19.9 25.4 13.2
Eastern 5470.9 2351.7 43.0 27.2 30.6
Western 6779.8 3227.1 47.6 33.6 41.9
Lagos 2228.8 815.2 36.6 111 10.6
Country-wide 552.1 284.7 51.6 2.7 =7
All of Nigeria 20 147.6 7696.4 38.2 100.0 100.0
By type of education
Primary
Secondary 1558.1 718.6 46.1 7.7 9.4
Teacher training 5998.8 2149.0 35.8 29.8 927.
TeTechnical and vocational  2716.3 564.2 20.8 13.5 7.3

Higher 9874.4 4264.6 43.2 49.0 55.4
Total 20 147.6 7696.4 38.2 100.0 100.0

Source: Callaway and Musone, 1968

As Table 3.1 shows, the allocation by regioh commitments gave to
the Northern Region 25.4 per cent of the total glightly more to the

East (27.2 per cent) and West (33.6 pert)cewhile the Federal
Territory was allotted 11.1 per cent. Dislments show that the
Eastern and Western Regions—where projectpecedly those

concerning the universities of Ibadan and KKay were started had

received 30.6% and 41.9% respectively of timeal amount, while the
Northern Region had received only 13.2%. Tldés reflected in the
percentage of disbursement over commitment.

The distribution by type of education shows tharéwere no projects
involving primary schools, while higher educatiordaeacher training
absorbed most of the funds—49.0 per cent &8 per cent
respectively. Of the remaining part, 13.5 per aeent to technical and
vocational education and 7.7 per cent to seconeldgation. Technical

and vocational education has the lowest méage of disbursements
(20.8 per cent).
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The differences noted are mainly attributable tanges in the policies
of the donors and recipient governments as tlie priorities to be
assigned to the various fields of educatidn. the first instance higher
education attracted most of the aid availabléhen, teacher training at
the secondary level was considered as a priorég af investment, and
more recently particular consideration has nbegiven to the
development of technical and vocational education.

3.5.2 Major External Aid Projects related to General
Educational matters

The improvement of the educational machinemd its efficiency has

received particular attention from the major dorsinge the beginning.

A total of almost £2 million was committeduring the period under
consideration for this purpose, of which 60ger cent had been
disbursed by the end of 1964. Table 3.2wshahe analysis of these
figures.

Most of the amount committed was allocated to #uefal government
(38.1 per cent) or devoted to country-wideojgcts (55.5 per cent),
while only very little (6.4 per cent) was assigriedegional projects.

Educational planning and modern teaching aidscluding
broadcasting) absorbed respectively 34.5 pent cand 34.2 per cent of
commitments and 52.7 per cent and 31.2 pent respectively of
disbursements. Examinations and testing acedurfor 14.2 per cent,
subject teaching 14.4 per cent, while smathounts went to school
health and nutrition and sundry research.

The figures show that the introduction of dam techniques in the
administration and operation of the schoolstayn were the main
concern of the external aid agencies, though theuats committed and

expended seem to be inadequate for a coustrgh as Nigeria with a
school population of over 3 million and with7,000 educational
institutions spread over a large area.
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Table 3.2 Major external aid projects related to gaheeducational
Maters m e period 1960-64

By region

Northern 8.7 8.7 100.0 0.5 0.8
Eastern 62.2 59.9 96.3 3.4 53
Western 47.3 47.3 100.0 2.5 4.2
Federal 708.3 370.2 52.3 38.1 32.9
Unspecified 1031.3 6378 618 55.5 568
All of Nigeria 1857.3 1123.9 60.5 100.0 100.0
By subject

Educational

planning and  641.1 592.4  92.4 345 52.7
Examinations and 263.4 69.4 26.3 14.2 6.2
testing

Modern aids and 635.3 351.2 55.3 34.2 31.2
broadcasting

Subject teaching  267.6 90.1 33.7 14 .4 8.0
School health and29.6 0.0 1.6

nutrition

Sundry research  20.8 =20-8—100-0—1-1 19

Fotel————3F85F3——3+423:9—66-5—366-:0—366.0
Source: Callaway and Musone, 1968

3.6 Voluntary Teachers' Schemes

Some foreign governments established as part ofdlteprogrammes
to developing countries a form of voluntaservice in these countries
which was mainly directed to the field of educatidhe most important

of such schemes operating in Nigeria were toluntary Service
Overseas (VSO) and the Graduate Voluntary Serviegseas (GVSO)

sponsored by the United Kingdom governmend asrganized through
the British Council, the Peace Corps VolurdedPCV) sponsored by
the United States government, and the Canadimiversity Service
Overseas (CUSO) sponsored by the Canadiarergament in co-
operation with Canadian universities. The V3d GVSO services
started in 1961 and 1963 respectively. The firsugrof PCVs arrived

in Nigeria in 1961 and the CUSO group in 1963.

The sponsoring governments' costs for theuntekrs covered mainly
preliminary training, maintenance and suppluring the recruitment
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and discharge periods, and transport to armm frNigeria. Living costs
in the form of salary for the PCVs wereidpaby the United States
government, while United Kingdom and Canadian vtdars were paid

by the Nigerian government according to pre-esthbli salary scales.

In addition, the Nigerian government providdcee housing and
transportation within Nigeria.

TABLE 3.3: Cost to Donor of Peace Corps Volunteer cieess during
the period 1961 to 1964 (in £ thousand)

Year Northern Eastern Western Midwestern Federal All of

Region

Region Region  Region government Nigeria
1961 424 122.6 73.1 189 257.0
1962 58.9 223.9 150.9 21.2 4549
1963  235.7 306.4 259.3 23.6 825.0
964 3107 310.7 207.1 207.1 394 1 075.0
Total

647.7 963.6 690.4 207.1 1031 2661.9

There are no published accounts of the casistained by the external
agencies for such schemes; therefore, only estinaagepossible on the

basis of the average unit cost per volunteer aadtimulative number

of years of service rendered.

Graduate and non-graduate United Kingdom wekns at the end of
1964 had rendered approximately 109 years sefvice at the average
cost to the donor country of £350 each for a totdl38,000.

CUSO had rendered approximately twenty-onersyeaf service at the
average cost of £620 per volunteer, for a totdl #8,000. Only for the

PCVs is it possible to give the breakdowy {ear and region of their
cost, which is calculated at the averagee raf £2,360 from 1961
through 1963 and £2,070 in 3964, as indicatederthird annual Peace

Corps report and shown in Table 3.3.

3.7 External Aid Scholarship Scheme

Almost all countries included in the list aéxternal aid donors and
enjoying diplomatic relations with Nigeria hatheir own schemes for
scholarships and training,, but unfortunatetp report is available on
the number of scholarships awarded and their odtet donor country.

The schemes for which it has been possitde collect some reliable
estimates are the United Nations fellowshighesne, the United
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Kingdom Special Commonwealth African AssistanBdan (SCAAP),
the US-AID Participant Training Programme, aride Afro-American
Institute’s African Scholarship Programme oime&ican Universities
(ASPAU). Although these schemes are the most imapbds far as the
number of awards granted yearly is concerned, iingy represent less
than 50 per cent of the total aid received by Nay&r this form.

During the period under consideration, thestc@f the schemes
mentioned above to the donors amounted to 16800, distributed as
indicated in Table 3.4. The average cost pandent for one year's
training varied from country to country accordioghe cost of travel,

the cost of living in the receiving countrygnd the financial treatment
accorded to the students by the donor. tditen, a great number of
awards did not specify the cost of educationalisesvprovided free of
charge in government-owned universities, dStationly that the
scholarship holder would enjoy a tuition fee-frelei@ation.

Table 3.4 does not reflect this cost becatise number of students is
not calculated in student-years but in number adra, while the total
cost refers to the sum actually disbursed at tlaeori964.

TABLE 3.4: Cost to donors of scholarship schemes durthe period
1960-64 (estimated)

Programme Number of Total cost Average cost
students (£ thousand) per student
(£)

United  Nations Expanded

Programme of
Technical Assistance (UN-EPTA) 96 154.6 1610

United Nations regular 132 208.9 1580
programme

United States Agency for

International

Development (US-AID)- 682 1252.7 1840

participants
African Scholarship Program of

American Universities (ASPAU) 376873.2 2320
Special Commonwealth African

Assistance

Plan (SCAAP) 233 2244 945
Total 1519 27168 1790
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For a long time foreign grants have aided&nyn programmes
particularly in the Nigerian universities, esplly the post graduate
studies and staff development. For example University of Ibadan
received from the Ford and Rockefeller Fotiods, a sum of N7,
711,592 for the development of its 1962 7 @uinquennium. Other
bodies which were reported to have supported Nagerniversities and
individual research in the system include IDRC, 8J3IDA, USIAD,
Commonwealth Scholarships, UNFPA, UNIFEM anditi&h Council

among others. However, subsequent to the topdsinface off with the
United Nations over non- democratic principlés governance and a
bad record of human rights ideals, many safch institutions have
withdrawn their funds and have stopped supppr researches, and
programmes in the Nigerian universities. This irtipalar followed the
sanctions the United Nations took against tR&erian government
under the military dictatorship.

In 1939, the Carnegie Corporation sponsored a gwikbrary needs

of British West Africa, undertaken by Margar®/rong and Hans
Vischer, two years after the return of DAzikiwe to Nigeria. The
survey report indicated the British lack ofiterest in library matters in
Nigeria, it noted that in 1939, of the 15ubscribers to the Lagos
Library, only seven were Africans and 145 raveEuropeans. Azikiwe
had been very critical of the Lagos libraservice as highly
discriminatory — a reminder of the racist practibeshad experienced

in the United States. The few Africans who could tiee library were

“those with sufficient Western education, sbcistanding, and
connections not to feel out of place in fsua milieu... it provided
valued recreation for the British administrati and professional class
and for their wives, and for an even tinier groiN@erians of similar
background and mind.”

The Carnegie Corporation, nevertheless, in 194@enfiaancial grants
to Nigeria for library development. Table 3gives an overview of
financial grants to Nigeria from 1932 to 1959—arnyeefore Nigerian
independence.
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Table 3.5: Carnegie Grants to Nigeria, 1932 — 1959*

Purpose of Grant Date |Grant
(inUS9$)
1. Library Development 1932 | $6,000.00
2. Books for Schools and Colleges 1940 $3,000.00

3|;. bIl?urchase of Books for Lagos 1940 | $27.323.00
ublic —

Libraries
1940 | $1,412.00

4. Regional Libraries and Reading Rooms

5. Library of CongressCatalogueand 1951 | $1,126.00

Supplement for University College, Ibadan

6. Purchase of Books for Library of Nigeri]:;l%":’4 $10,000

College of Arts, Science, and Technology

7. library Training Course at the Universit);'959 $88,000.00

College, Ibadan
Total:-' $136,861.00

«Florence Anderson, Carnegie Corporation LibrdPyogram, 1911-
1961
(New York: Carnegie Corporation, 1963): 99.

SELF-ASSESSMENT EXERCISE 3

I Write short notes on the contributions ofndio agencies to
educational finance in Nigeria at independence

3.8 Challenges of Reliance on External Aid

Absolute reliance on external aid for edwratifinance has been
observed as placing recipients at the meofy the donors. This is an
unreliable source of education finance. Tamufi®87) remarked that
Nigeria’s independence opened the field fatuoational endowments
and technical aid from non-Commonwealth sairceotably, from the
USA. University of Ibadan, for example, in the gakB60s, had strong
support from such US-based Foundations askd®elter, Ford and
Carnegie. The Nuffield Foundation and Britibouncil also gave
steady encouragement during this period. We&arope was not left
out: DAAD, the German Academy exchange Serviglso showed
interest in technical aid.
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The independence of other African states and ttadbkshment of new
universities in Nigeria, during the 1960s ai®70s dispersed the field

of philanthropic support so far as the expatriatecational foundations

were concerned. Besides the OPEC status @dplexities of petro-
politics at home and abroad, from the 197@sade it increasingly
difficult for foreign tax payers to justify techratcaid to universities in

Nigeria. Moreover, the urgency of other cotmge interests for
development in Nigeria, particularly after thereation of new states in
1967 and 1976, limited the level of fundireyailable to Nigeria’'s
universities.

With Nigeria’'s grave economic crisis from thate 1970s, the funding
problems of Nigerian universities assumed ndimnensions. The
attempts made by government to introduce fta#gion from the 1977-
78 session, in Nigerian universities and fedlnics, failed to win the
lasting support of students. A further attempt miaglgovernment and

the universities to impose new schedules board and lodging fees in
the same session precipitated widespread turmesong students in
April 1978. Moreover, the SFEM and SAP- relatedreguic recovery
programmes, enforced from September 1986, widdmeg@drimeter of
frustration inside and outside university casgs. This marked the
beginning of steady decline in the quality academic programmes in
the universities.

4.0 CONCLUSION

The discussion so far indicates the existede diverse sources for
educational finance with greater responsibilityr educational finance

as that of the government. At present there idhaedn enduring policy

nor a framework for sustainable educationadarfce. This is an aspect
that should be of major concern to the eddht tiers of government if
guality of education is not going to be compromised

5.0 SUMMARY

In this Unit you have learnt about the comgnts of educational
finance and various sources of educational finaimcaddition you have

been exposed to tripartite form of fundingnomg the three tiers of
governments in Nigeria. One noticeable thitltat characterise
educational finance is that of policy incatency. It is also observed
that unlike in the 60s when the donor agencies aetigely involved in
educational finance in Nigeria, such assistanc®inger as it used to

be. This is because, besides pressure orordagencies from other
independent African countries, Nigeria is disd by these donor
agencies as a rich country that lacks the capaxityanage its wealth.
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6.0 TUTOR -MARKED ASSIGNMENT

I With reference to specific examples, what dhe challenges of
education financing in Nigeria
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1.0 INTRODUCTION

In Module One, you learnt about the activele of government in
educational finance and that despite the himgestment in education,
educational finance continues to dominate udision at different fora

on issues pertaining to education at differdevels. In addition to
initiatives of governments and private indivads, there are other
organisations that are actively involved in edwai finance globally.

Most of these organisations are domiciled developed countries and
therefore are international in outlook andisexas non-profit agencies.
These organisations are either non-governmeagncies or
foundations.
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2.0 OBJECTIVES

At the end of this Unit, you should be able to:

. state the evolution of education development ptsjec
. list important aid agencies
. mention their scope of operations

3.0 MAIN CONTENT

3.1 History and Strategies of Education Deil@ment
Projects

The origin of contemporary education developimgrojects can be
traced to the programmes of bilateral andltifateral official
development assistance, offered to newly iaddpnt and developing
countries after the World War Il. Since thethese programmes have
undergone a lot of revision in terms of the goald purposes, content,
format, actors, financing and delivery of ealion development
projects in the last half of the twentieth century.

Official development assistance, also referred as aid for education
expanded rapidly during the 1950s and 196@ben many previously
colonized countries became independent. Indlised countries were
seen partly responsible for the developmeht poorer and newly
independent countries, through the provision ohlfmiancial resources

and technical skills. Many multilateral ingtibns were founded to
deliver development assistance, including timernational Bank for
Reconstruction and Development (IBRD), and tbaeited Nations
Development Program (UNDP). Foundations such the Rockefeller
and Ford Foundations became early players in tlneedg of education
development projects. Bilateral developmentistessce institutions,
such as the United States Agency for Intenal Development
(USAID) were also established and came tdivele both the largest
share of international funding for developmeimt general and for the
development of education in particular.

Ideas about modernisation and progress doetdnahe work of these
organisations. Development was generally ddfires linear progress
towards the kinds of economic and politicgystems existing in the
westernised industrialised world. Education, iolkh was associated in
industrialised countries with economic progreasd national
development through the creation of human resouceeskly became

an important component of their development agenda.

87



EDA 915
EDUCATION FINANCE

Initially, educational aid was primarily usetb provide tertiary or
graduate training to foreign nationals in dioncountries, to bring
trained educators to developing countries, tor help establish
international professional organisations. Howgeven the 1960s, the
focus of educational aid shifted somewhat @scerns about “brain
drain” and continued dependency of developioguntry on external
institutions, led donor governments and organns to support
vocational programmes and the construction teftiary and secondary
institutions in developing countries. Donors begamvest in discrete
education projects, which often focused omintng for education
providers (for example teachers), providedhmémal support to
education ministries, or constructed schodiojects tended to fund
capital as opposed to recurrent costs (likacher salaries), and were
small in scale. They were staffed and maoado by the donor
organisation. Individual donors often spec&disin a specific type of
educational intervention or level of educatiothus dominating that
field and pattern of its development in the reaipieountry.

In order to attain their goals, donors have adogiffdrent strategies to

ensure that beneficiaries are able to maemtibe benefits of such
assistance. These approaches include projesthoesh and aid for
education.

3.1.1 Project Model

The project model for delivering aid has severafaadiages over initial

focus on high level training. It often kemteveloping countries
personnel in the country for training, tralndower-level personnel,
built infrastructure, and offered a greateariety of technical services
and training. The following weaknesses wergsoaiated with project
model by Joel Samoff (1997):

. Fragmentation of educational development ardnning into a
set of mismatched and coordinated donor-led interoes.

. It tended to emphasise short-term goals over leng needs.

. It encourages many of the recipient courntriesnistries of

education to focus their resources on shmrm project
management and evaluation rather than onemsystide
development

. Donor resources were often tied — provided onffinance goods
and services from donor nationals.

. The choice and implementation paths of educatiojepts were
often highly politicised.

. Education development projects produced complex

donor/recipient government interactions, ofteoloured by the
ideological or institutional experience withdueation in the
donor country, and by the donor’s control over ugses.
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The foregoing are some of the factors thlanstrain education
development projects from functioning as tkemple transfer of
technical and financial resources as origynadinticipated. Therefore,
instead of being a blessing, such aid could tutrt@mbe a curse if not

properly managed.

3.1.2 Aid for Education

It is observed that despite appreciation by varghsor agencies on the
benefits of education to national developmeatucation aid budgets
began to stagnate or decline. At the same timeyakence of influence
among donors that were active in educatiodalvelopment projects
shifted, with the World Bank emerging as the magtificant lender to
education both in terms of technical and financadacities.

Throughout the 1980s and 1990s, many devajoptountries faced a
serious crisis in the national education spendiagsed by widespread
scale economic collapse and by subsequenictstal adjustment
programmes. Financial tensions fuelled debates grdonors about the

merits of educational expansion versus qualgéa improvement, basic
versus post primary expansion of educationd aacademic versus
technical/vocational or adult education. Th&9@ World Conference
on Education for All, sponsored by the UditéNations  Educational,
Scientific and Cultural Organisation (UNESCOhe World Bank, the
United Nations Children’s Fund (UNICEF), and othlersught donors

and developing countries together around aremanified aid agenda
that focused on the revitalisation of primagducation in the poorest
developing countries. Many donors subsequentidirected their
educational development efforts to focus onmary education.
However, despite string rhetoric, overall lsveof donor aid did not
increase substantially during the last decadeefwlentieth century.

Donors also began to debate the merits @ftos or system wide
approaches in education during the 1990s.tof@céde approaches
differ from project-based approaches in a Ilpemof ways. One of the
most obvious ways is that sector-wide aidovgles money directly to
the budget of the developing countries, dre tbasis of a long term
education development plan. There is debate abbether the effect of

this mechanism is to give the recipient governngeeater control over

how money is spent, or whether this shifttually amounts to greater
restrictions on the government. First, sectovide aid is often heavily
conditioned, and second, donors now can expegiiegtigovernments’

entire sectoral approach to align with thencreasingly convergent
notion of what kind of education is best for deysient. Furthermore,
instead of providing small-scale aid to many caesirthe sector-wide

model is highly selective, targeting the few coig#ttable to provide a
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rational sector plan for educational changastly, sector wide aid
increasingly linked to wider acceptance offomms in the areas of
governance and economic policy.

SELF-ASSESSMENT EXERCISE

I Briefly discuss the disadvantages of projenbdel as a form
educational aids.

3.2 Nongovernmental Organisations (NGOS)

Nongovernmental organisations (NGOs) are estiti usually
international and non-profit making organisatp which work in an
independent fashion and play complementary rolk gatvernment for

the benefit of society. The approach of NGOs rarfiges lobbying and

advocacy to operations and project-orientedjamisations. Since
becoming players in the international econondevelopment world in
the early 1980s, NGOs have proliferated iathb developed and
developing countries.

On the other hand, foundations are instihgiothrough which private
wealth is contributed and distributed for prbpurposes. They are
institutions financed by charitable contributiomssadowments and can
either be for profit or non-profit entitiesjepending on the manner in
which their money is invested and managedunBations generally
grant funds to certain causes in keeping with thmeindate and mission.

In the case of education, Foundations ofwrpplement the public
provision of finance for education, specifigalchanneling funds to
needy or privileged few in a populatioithe board of a
Foundation establishes the grant-making pdicieom which the
programming agenda is then derived. Foundationggegrant money

to a variety of organisations, including mofit making NGOs,
universities and schools. The programming dgens periodically
revised to keep abreast of changes in tbeiety. For example,
following the 2000 U.S. presidential election conersy, the Carnegie
Foundation changed its programming agendainude strengthening
U.S. democracy as one of its four main programmasar

A lot of criticisms continue to trail the activiseof various Foundations.
While some are of the view that Foundations pronimecauses of the
elites and powerful, (Arnove, 1977) othersguar that they facilitate
institution building (Puryear, 1994; Colemamda Court, 1993).
Although these two positions may seem diaicaly opposite, a
common thread running through them is thatisd change and
development becomes more viable with funding framgpe charitable
contributions. Whichever way one looks at it, itmgportant to note that
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Foundations and NGOs play active role inerimational development.
Attention will now be focused on the indiva organisations, their
mandates, objectives, programming agenda and tpogetations.

3.2.1 The Cooperative for Assistance and Reli Everywhere
(CARE)

The Cooperative for Assistance and Relief riawbere (CARE) is a
non-profit, non-sectarian federation of agesiciand NGOs devoted to
channeling relief and self-help materials teedy people in foreign
countries. Originally organised in the United S¢ate1945 to help war-
ravaged Europe, CARE soon expanded its pnoge to include
developing nations in Asia, Africa, and LatiAmerica. Famous for its
"CARE packages" of food and other necessities, CAREso involved

in population, health care, land managemeartd small economic
activity. It is an international organisatiowith ten member countries
and headquarters in Brussels, Belgium.

Its goal is to build self-sufficiency by helpingniidlies meet three basic
needs: income, education, and health and populaéonces. Its work

in education includes promoting literacy, nwaty, and school
attendance, particularly among girls who are oftenied schooling. Its
programmes improve education for all childremjth an emphasis on
keeping girls in school. Groups are created sorpsuand teachers can
discuss traditional educational barriers, sua$ housework or baby-
sitting, which keep girls from attending soho CARE also provides
economic incentives to help parents cover tast of keeping their
daughters in school.

CARE first began its education programme in 199h wilot projects
in Peru, Guatemala, India, and Togo. Within fouargeof its inception,
it expanded this number to twenty-nine projectsighteen countries.

3.2.2 Education International

Located in Brussels, Belgium, Education Internalqil) has become

an important organisation for many NGOs, suak teachers unions, in
their advocacy work at the national and rimagonal level. As an
international association of teacher unionsithwlocal teacher
associations or unions as members, El's missibased on a growing
conviction that basic education is a keytdacin the eradication of
poverty and a cornerstone of freedom, denmmycraand sustainable
human development. Education also plays & rol eliminating the
worst forms of child labor.
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Through the Global Campaign for Education E}Cthis NGO brings
together organisations working in 180 coustriand seek to hold
governments accountable for the fact that 1®8lion children are
denied education. Education International, déwtiAid, Oxfam
International, and Global March against Chilébor jointly launched

this program. In terms of teacher evaluatidfi, advocates a type of
evaluation that is perceived by teachers bmsng affirmative and
supportive as well as balanced and fair ahdt can contribute to
promoting quality in education.

3.2.3 Save the Children

Save the Children is an international norfiprahild-assistance
organisation based in Westport, Connecticubiclw works in forty-six
countries worldwide, including the United Statés.nhission is to make
lasting, positive change in the lives of Idlen in need. Save the
Children is a member of the International SaveGhadren Alliance, a
worldwide network of twenty-six independent v8athe Children
organisations working in more than 100 caestrto ensure the
wellbeing of children everywhere. The goal dfe organisation is
premised on the understanding that in a dvowhere the majority of
illiterate adults are women, improving acces education for girls is
urgent. However, with education, this cyclancbe broken. Studies
show that an educated mother is more likédy provide her children
with adequate nutrition, seek needed health cacesand her girls, as

well as boys to school.

Save the Children focuses on education as a dnitieans of improving

the quality of life for both mothers andeith families. In an effort to
address the lack of access to quality edhrcaexperienced by more
than one billion people, Save the Childrepsgrammes support
communities in the development of quality @ation programmes. Its
programmes include research and project dpueot in each
community, which lead to the implementatiom a@ctive
intergenerational-learning programmes for alles early childhood
development, primary education, and youth asmult nonformal
education.

Save the Children's education programmes hpk@duced many
dramatic results in the lives of women agidls around the world. In
Afghanistan, where prior to 2002 girls wekept in seclusion and not
allowed to attend formal school, the programmedsasblished home-
based classrooms to provide basic educatlet twould otherwise be
denied. More than 20,000 girls in remotelagés of Mali, where
schools were once rare, are learning to read amoit.co
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SELF-ASSESSMENT EXERCISE

I What is a Non-Governmental organisation? Write@tshote on
the operations of any Non-Governmental orgdiie as they
relate to educational development.

3.3 Foundations

In the previous section, Foundations just like NG@re described as
international initiatives that often supplemetite public provision of
financing for education. The various actigtieof some of these
Foundations will be the focus of discussion inriegt section.

3.3.1 Carnegie Corporation of New York

The Foundation was founded in 1911 by Andr&marnegie for the
"advancement and diffusion of knowledge anddesstanding among

people of the United States.” The CarnegierpGration as a general-
purpose grant-making Foundation, channels cltse 7.5 percent of its
income for the same purpose in countries that ameictly or have been

members of the British Commonwealth. Most sdfich grants are
directed to the British Commonwealth AfricAs a grant-making
Foundation, the corporation seeks to carryt @arnegie's vision of
philanthropy, which he said should aim "to do r&adl permanent good

in this world."

The focus of the corporation's work has evolved tinee, adapting its
programme areas to changing circumstancesAadrew Carnegie
wished. Although current programme directions ha@en designed to
correspond with the corporation's historic siie and legacy and to
maintain the continuity of its work, they earalso intended to serve as
catalysts for change. The Corporation’'s focalier a review of the
Foundation's management structure and grangragmmes in the early
twenty-first century includes education, int#fanal peace and
security, international development, and sttiesmiging of U.S.
democracy. In addition, a new programme, €gie Corporation
Scholars Program, strives to support fundaatemesearch by young
scholars with outstanding promise and also dstablished expert who
stand to contribute significantly to the corporatsomission.

n education, the Carnegie Corporation dedscate large chunk of its
funds to education reform, ranging from earthildhood education to
higher education. The education programme focusdkree key areas:
early childhood education, urban school reforand higher education.
Within these areas, the corporation's goale & promote the creation
of high-quality early learning opportunitiesn oa large scale: by
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accelerating urban school reform; strengthenthg education of
teachers; and stimulating an examination &tcengthening of liberal
arts education. In education, the corporatibas traditionally had a
significant impact on public policy for chikh, teachers, and other
stakeholders in the educational process. Throsglodus on education,

Carnegie has successfully convened specialiebodf experts and
opinion leaders to study related issues and pubgsieral key reports.

There is also the Carnegie Foundation foe tAdvancement of
Teaching. This is a national and internatiom&ntre for research and
policy studies about teaching. With a focos the scholarship of
teaching, the Foundation seeks to generaszusiion and promulgate
sustainable, long-term changes in educatioredearch, policy, and
practice. Foundation programmes are designedfoster deep,
significant, lasting learning for all students @admprove the ability of
education to develop students' understandingsskifid integrity.

3.3.2 The Ford Foundation

The Foundation was established in 1936 by Henrg,Rbe founder of

Ford Motor Company, and his son Edsel. The Fordch8ation is one of

the most important and prominent Foundations irfitld of education.

From 1936 to 1950 the Foundation made grants mtastlyganisations

in its home state of Michigan. In 1951 tHeundation moved to New
York City and began its focus on national and méional giving. The

Ford Foundation is a private philanthropicstitution, which seeks to
improve the well-being of people around teorld by funding
"experimental, demonstration, and developmergffbrts that give
promise of producing significant advances in vagitalds."

The Foundation is governed by a board of trustedsadministered by

a professional staff. The board of trustaesludes CEOs, senior
officials in higher education, and people diwved in Native American
interests. The trustees determine general polamesbudgets. The staff
evaluates grant applications, identifies in$ihs to administer
programmes, and makes recommendations fortgrahhe Foundation

has identified certain programme areas in ctvhit is interested in
funding projects. It generally does not make grémtsiormal operating

costs of an organization, construction of Idogs, or for strictly
religious activities.

The foundation has identified six broad catexs of programmes in
which it is interested: urban poverty, rurpbverty and resources,
human rights and social justice, governancel gublic policy,
education and culture, and international affairs.
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The type of work the Foundation funds argquatly diverse. The
Foundation funds projects, which involve directistssice to the needy,

and grants to organisations, which seek to inflagndlic policy. Over

the years the foundation has provided gratus establish new
organisations, found new academic departmeaitsuniversities, fund
demonstration projects, and assist other philapthso The foundation

has organised coalitions with other philanphes, government, and
nonprofit organisations to work on projects. ltoadgglministers its own

projects.

In some cases the foundation has funded rgmoges on an ongoing
basis, which over time become establishedtitutions, such as
Community Development Corporations (CDCs). Sineelétte 1960s it

has made grants of nearly $200 million t®G3 in depressed urban
areas, which initiate economic development jguts; raise additional
funds; offer job training, day care, and ditte and advocate for
improved government services. The Ford Foundatiansixteen offices

overseas. Approximately 35 percent of the uahnbudget is allocated
for overseas projects. Programs include alju@al development in
Latin America, Africa, and Asia; a trainingrogram for judges in
China; international studies in Chile; and philaagy in Egypt.

3.3.3 The Bill and Melinda Gates Foundation

The Wililam H. Gates Foundation (founded #994 with a focus on
health issues in developing countries) an& #Bates Learning
Foundation (founded in 1997 but renamed tRBates Library
Foundation) merged in August 1999 to becothe Bill and Melinda
Gates Foundation, which encompasses those Rwaondations and the
Gates Centre for Technology Access. The Gdtesindation ranks as
one of the wealthiest private Foundations in theldvd@’he Foundation

was established by Bill Gates- the Microsafbfounder and chief
executive officer. The Washington-based Foundatidacated in Seattle

is led by Bill Gates' father; William Gates Sr. €lRoundation supports
initiatives in education, technology, globakalth, and community
giving in the Pacific Northwest.

Although many benefit from the linking of the gloimea digital web of
communications and information flow, the foatdn strives to pay
attention to those who have not shared in the eroi the digital age.

The Bill and Melinda Gates Foundation is idattd to sharing the
promise of new technologies with all citizen$he Foundation is
focusing its efforts on three critical area@) U.S. education; (ii)
libraries; and (iii) public access to inforiioa. In its work on
education, the foundation perceives the edutatsystem as an
immensely important strategic front for fomgina future in which all

95



EDA 915
EDUCATION FINANCE

children can participate in the opportunities & thgital age. In March
2000, the Foundation announced a $350 million eHyesar investment

in a series of education grants designed htedp all students achieve at
high levels by improving teaching and learning antiancing access to
technology.

In 1999 BIill and Melinda Gates made a defin gift of $1 billion to
establish the Gates Millennium Scholars pnogne, which will
provide scholarships for academically talentednority students
(African-Americans, Asian-Americans, Hispanicsand Native
Americans) who would otherwise not have tfieancial resources to
attend college. Additional scholarships areailable for minority
scholars pursuing graduate degrees in sciemeathematics,
engineering, education, or library science.

3.3.4 Rockefeller Foundation

Based in New York City, the Rockefeller Fdation is a knowledge-
based, global Foundation with a commitment dorich and sustain the
lives and livelihoods of poor and excluded peopteaghout the world.

The foundation seeks to identify, and addresseit fource, the causes

of human suffering and need. The Foundatiogffproach to current
global challenges focuses on poor people's daiktence, and how the

process of globalisation can be turned teirthadvantage. Programme
funding is focused on grant-making areas thetlect the
interconnections between people's health, foodtimeexpression, and

the impact of globalisation on the poor. THhwockefeller Foundation's
central goal is to "give full expression tine creative impulses of
individuals and communities, in order to emt&a the well-being of
societies and better equip them to interact irohalised world."

Within the unit that encompasses educationpwkedge, and religion,
the Foundation seeks to enhance educational oppiystespecially for
low-income and chronically disadvantaged groupsid to address the
challenges of pluralism and diversity usingterdisciplinary and
collaborative approaches. Through educationornef the Foundation
seeks to enhance the capacity of schools higther education
institutions to broaden access and increameeld of student
achievement, particularly for historically unssd populations. In
higher education and scholarship, the Fouodatseeks to build fields
of knowledge that deepen scholarship and ipubinderstanding of
pluralism and identity. The Foundation emp$esi the importance of
social science training as a means to educat new generation of
leaders and scholars who can be more effectiviegin tivic roles.
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4.0 CONCLUSION

From the foregoing, Non Governmental Organisatems$ Foundations
have been very active in educational finance atidcamtinue to do so.

It is however, important to note that over the gdarancial assistance

from such agencies has withessed a steadyjingle Therefore, this
source of educational finance is unreliable.

4.0 SUMMARY

This Unit has examined the various activitieé both NGOs and
Foundations in the area of education finance. dbiserved that most of
these organisations are based in the developedrasiparticularly in

the United States of America. This country, apamtf being the richest
economy in the world is also well endowedthwecitizens that have
imbibed the culture of sharing part of their wkaltith less developed
economies, through the establishment of Faima It is also
observed that while there are similar organisatliasthis in Nigeria,

their activities are not on large scale as theigordased ones or at best
they are established for political considerations.

6.0 TUTOR-MARKED ASSIGNMENT

I. Write short notes on FIVE named Foundationgh specific
references to their geographical location and aféacus.

7.0 REFERENCES/FURTHER READING

Arnove, R.F. (1977). "The Ford Foundation and 'Cetapce Building'
Overseas: Assumptions, Approaches, and Outcom8tudies in
Comparative International Developmeti2 (fall):100-126.

Arnove, R.F. (1980). Philanthropy and Culturahperialism: The
Foundations at Home and Abroad. Boston: G. K. Hall.

Arnove, R.F. (1981). "Foundations and the n$far of Knowledge:
Implications for India."Social Action, New Delhi, IndigApril).

Arnove, R.F. (1982). "The Ford Foundation atite Transfer of
Knowledge: Convergence and Divergence in the W8ylstem."
Comparel3:724.

Clotfelter C.T & Ehrlick, T(1999). Philanthropy and the Nonprofit

Sector in a Changing AmericBloomington: Indiana University
Press.

97



EDA 915
EDUCATION FINANCE

Coleman, J.S & David C (1993).. University Develarnin the Third
World: The Rockefeller Foundation Experiencdew York:

Pergamon.

Puryear J (1994). Thinking Politics: Inteliegls and Democracy in
Chile, 1973-1988. Baltimore: Johns Hopkins Univigrgiress.

98



EDA 915

MODULE 2
UNIT 3  INTERNATIONAL DEVELOPMENT

AGENCIES AND EDUCATION FINANCE
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1 Definition of International Development Ageesi
3.2 Types of International Development Agencies
3.2.1 US Agency for International Development
3.2.2 Canadian International Development Agency
3.2.3 The Swedish International Development
Cooperation Agency
3.2.4 The Department for International Develept

(DFID)

3.2.5 The Japan International Cooperation Agen
(JICA)

3.26 The German Organization for Technical
Cooperation

3.2.7 The United Nations
3.2.8 Nigerian Technical Aid Scheme
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Reading

1.0 INTRODUCTION

An official bilateral development or aid aggnis responsible to a
single government. It is usually a ministor part of a government
ministry dedicated to advancing foreign policy goahile contributing

to the economic and social development ofipient countries. This
discussion will review the history, legacy, impaorta, and current role

of some of the important bilateral agencies witharel to education.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

. define an international development agency

. identify different international development agesci

. state their historical origin

. list some of their contributions to education different
countries.

. distinguish international; development agencigsom

Foundations and Non Governmental Organisations.
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3.0 MAIN CONTENT
3.1 Definition of International Development Agencies

International Development Agencies are govemtale organisations
established between or among different natigas fulfill certain
obligations based on mutual understanding. hSweganisations can
either be that of a particular country or agenoiethe United Nations.

For example, the United States Government tlee Swedish
Government could establish development agenciBsgeria based on
bilateral agreements between either of thése countries. These
agencies may not be established in any other cpbesides Nigeria, as
long as that country does not enter intoy drilateral relationship with
either the United States of America or Swed&n the contrary, other
development agencies of the United Nationg aeplicated in other
countries, as long as that particular countsy a member of the United
Nations. Thus International Development Agesiciare agencies of
government or that of an association of ¢pmof nations, whereas
Foundations and NGOs are not but philantliroprganisations
established by individuals or societies and arepeesdent with its own
Board and ability to decide on its mode of operatio

3.2 Types of International Development Agencies

During the discussion on the meaning of rimaéonal development
agencies, it was emphasised that they amdupts of bilateral
agreements between two countries as wellhaset member nations of
the United Nations. It then follows that nheare different types of
international development agencies based omewship. This will be

the focus of discussion in the next section of tng

3.2.1 United States Agency for International Devepment

As an agency within the U.S. State Departinghe United States
Agency for International Development's mandateludes assisting
countries with disaster recovery, poverty dumn, and the expansion
of democratic reforms. USAID education and trainsogport activities

fall within this mandate and cover six majareas: basic education,
learning technologies, higher education, wartdo development,
participant training, and telecommunications ref@ma applications.
USAID's current efforts in basic education inclub#ivities such as the
Demographic and Health Surveys Education Data &miglon-Making

(DHS Ed Data), which builds on population-based agraphic surveys

and provides data for planning and evaluatioh education policies
worldwide; the Global Education Database (GER) computer-based
database of international statistics; and @akiducation and Policy
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Support (BEPS). Learning technologies consi$t activities such as
Global Information Network in Education (GINIE Higher education
includes activities such as the Higher EdooatPartnerships and
Development and Advanced Training for Leadgrstand Skills
(ATLAS). In 2001 the George W. Bush admiragbn reorganised
USAID into three spheres of influence: global heattconomic growth

and conflict prevention and developmental efeliThe second sphere
captures most education funding.

USAID has continually tried to define its uedtion policy. Policy
papers from the mid-1980s established the prigritiee USAID funding

of "basic education and technical trainingFirst, a 1982 statement
proclaimed that assisting countries to esthblimore efficient systems
of education was an essential component f edfective development
strategy. These efforts would include raisitige level of basic
education and relating technical-training systenore effectively to
productive employment. A 1984 paper state@ tbolicy of improving
primary education enrolment, programme efficienog diversification

of training. In the 1990s a USAID -highedueation community
consultation was designed to ( i)enhance thS foreign assistance
programme by incorporating the experience datbwledge of higher
education institutions to develop better USAIlpplicies, country and
sector strategies and activity design and impleatemt;( ii) collaborate
constructively in the delivery of developmeraihd humanitarian
assistance when interests are compatible; @md increase the
transparency of USAID's decision and policy makpngcesses relevant

to higher education institutions. In 1997 the agamteased a strategic

plan listing the seven goals supporting USAIlDission, the third of
which was to build human capacity throughuaadion and training.
Despite these laudable objectives, the amoalidcated to education
and training is considered to be insignificant. Fstance, in 2002, out

of the $7.7 billion total fiscal year budgeequest, only 3 percent was
allocated to education and training.

SELF-ASSESSMENT EXERCISE

I. List various activities of USAID as they @amn educational
development.

3.2.2 Canadian International Development Agency (IDA)

Canadian International Development Agency assisissues of health,
education and agriculture, peace building, egoance, human rights,
land mines and information technology. CIDAorks with variety of
partners, both inside and outside Canada, #nhdupports projects in
more than 150 countries. Partners include goearnmental
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organisations (NGOs), the private sector, amcthdemic institutions- in
Canada and recipient countries -as well asnumber of international
organisations and institutions. Some projects aredilaterally, while

others are carried out through multilateraigamisations. According to
CIDA, its primary objective regarding developmh assistance is to
support sustainable development in developowuntries, in order to
reduce poverty and contribute to a more mgclequitable and
prosperous world. In funding education prgecCIDA has chosen to
define education as *“the acquisition of kneage, skills and training
through formal, non-formal, and informal systemd antivities."

CIDA has its official origin as Canada's Externad ®ffice, created to
reduce poverty and promote growth. The oSic@rimary functions
were to administer assistance programmes fundédebpepartment of
External Affairs, coordinate operations with otagencies, and consult
with international agencies and Canadian NGO'sGarthdian's efforts

to obtain aid for countries affected by disastEducation became more

of a focus to CIDA in the 1970s, as growitas promoted through
equity by targeting interventions at the poor arekting "basic human
needs." The 1980s were characterized by strucidiastment policies,
forcing developing nations to reduce deficitstivatize and deregulate
industry, and promote exports.

With the 1990s came an emphasis on "accbilitya and value-for-
money spending.” In 1990 Canada co-chaired theedmiations World

Summit for Children, and it set a ten-yeagenda for improving the
well-being of children. Goals included attainingasic education for all
children and achieving at least an 80 percent cetigpl rate of primary
education for all boys and girls. Howevelising public debt and
nationwide unemployment forced Canada to eotial programmes in
the 1990s, and also led the country to emwisk development
programmes that best served Canadian trad® @mpetitiveness
objectives. During this time CIDA faced some ci#tin for having "no
comprehensive, official policy on basic humaeeds,” having out-of-
date "sub-priority" policies on areas such education, having an
"underdeveloped” management information systean,tendency to
"underestimate, undervalue, or ignore altogetfiee record of
engagement in basic human-need by the nongoestiatrsector," and

a need to boost accountability assessment.

In 2001, CIDA releasedSocial Development Priorities: a Framework

for Action, in which budgetary allocation for social de&pment
programmes, including education, increased fra® percent to 38
percent. The plan called for quadrupling fundingldasic education to

$164 million annually. The additional financiwommitment provides
support for activities that promote the depehent and reform of the
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basic education sector in selected countrigisengthen the integration
of locally driven education efforts, and impe the quality of basic
education. The two stated goals were to increasdageequality and to

achieve universal primary education by 20IFhe plan called for
improving programming, investing in girls' edtion, strengthening
action against HIV/AIDS, integrating efforts of Elaommunities arid

NGOs, and strengthening global political commitment

SEF-ASSESSMENT EXERCISE

R What are the constraints to CIDA’s activitien the area of
educational development?

3.2.3 The Swedish International Development ©peration
Agency

The Swedish International Development CoopemnatiAgency handles
Sweden's bilateral international developmenbpeoation and much of
its relationship with central and Eastern dpa. Although SIDA
contributes financial resources and skill dewment, it holds partner
countries responsible for their own generavafiopment and
improvement. SIDA supports development througime operational
areas, including social development that encomgasshecation.

According to the 1997 annual report, SIDAeg\priority to programs
that have a direct effect on classrooms,tiqaarly textbooks and
teacher training. In education, this has udedd funding primary
education in rural areas and building edocaticentres in villages.
SIDA has supported the privatisation of texth production in
Tanzania. One-third of SIDA's cooperation ¢hanneled through
various multilateral organisations (such as thetéthNations agencies

and the World Bank).

For many years Swedish aidfocused on natitimt had advanced the
most toward a planned economy. In the fipart of the 1990s, total
Swedish aid declined, thus affecting developmerogramme aid. In
1999 Howard White'sDollars, Dialogue, and Development: An
Evaluation of Swedish Programme Aidpted that SIDA had an
excessive bureaucratic burden, which acted aasconstraint to SIDA's
operations. Also, SIDA supported anti-inflatop policies, which
some felt might be "detrimental for long-rugrowth by undermining
investment in human capital® programmes, swh education and
training. Questions also arose about how well Sslegrogramme  aid
(which comprised about 12% of total aid in the 19%pported policy

change in recipient countries. At the turn of teatary, SIDA began to
reduce the number of projects by 25 percent inrdaenaintain quality
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and efficiency. SIDA also determined that taer countries had
developed sufficiently to warrant replacing devet@mt grant aid with

other types of cooperation. Indeed, the 19 thual report mentioned
phasing out "one-sided giving" in favour alevelopment that "creates
mutual benefits and from which all parties gainctArding to SIDA, at

the centre of all development cooperation is deyialpknowledge and

skills, but major efforts in education wilhot succeed unless other
important functions in society, such as public adstration, trade, and
industry work properly.

3.2.4 The Department for International Developmen{DFID)

The Department for International Developmest the British
government entity responsible for promoting deveiept and reducing
poverty. DFID’'s has six divisions (Africa, s Eastern Europe,
western hemisphere, International, and Resejrand seven advisory
groups or departments, of which education oise. The majority of
DFID's assistance goes to the poorest countriésimand sub-Saharan

Africa.

The current department was created in 1997, witicypoutlined in the
White Paper on International Developmer®FID replaced Britain's
Ministry of Overseas Development, which was creaet®64. One of

the three initial objectives was to improwxucation, health, and
opportunities for poor people. In particuléihis meant promoting
effective universal primary education, literacgccess to information,
and life skills. It created targets based tre United Nations
conventions and resolutions, which aimed aivarsal primary
education in all countries by 2015 and thkkBmination of gender
disparity in primary and secondary educatibp 2005. DFID's stated
priority was "to achieve the full participation aif children and adults

in quality education at all levels."

DFID focuses its education support on accegsality, retention, and
equity. Initial strategies included strengtmegni and extending
partnerships by involving local communities managing schools,
reconstructing school systems in poor countried,momoting research

to improve understanding of how education ceontribute to the
elimination of poverty. Early spending reviesuggested that DFID
needed to become more selective and focused poverty reduction in
its assistance.

SELF-ASSESSMENT EXERCISE

I Write short notes on the activities of DFII the area of
educational development.
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3.2.5 The Japan International Cooperation AgencyJ{(CA)

The Japan International Cooperation Agency wasated in 1974 to
handle Japan's bilateral Official Developmehssistance (ODA). As
Japan's governmental aid agency, JICA hasstaied goal of "helping
people to help themselves." Japan handlesciaff development
assistance through a program devised in 1954 ag afithe Colombo

Plan to assist Asian countries. That progréas three components: (i)
bilateral grants; (2) bilateral loans; and (3) nhatéral assistance. JICA

is responsible for most of the first compane bilateral grants, which
are composed of grant aid and "technical cooperatithe agency also

conducts surveys and helps execute a cap#ak assistance program
on the part of Japan's Ministry of Foreign Affaiirs addition, JICA has
helped create a long-term training programme tmaafbreign students
obtain academic degrees in Japan as wellaagrant-aid program to
support foreign students.

One of JICA's education contributions is tigl this capital-grant
assistance programme. These projects may holdcpeddlie but are not

highly profitable, as grant aid involves ficéal assistance without
obligation of repayment and is focused upbasic human needs.
Education projects are funded through genagednt-aid, and projects
include construction of education-related fdes such as school
buildings, expansion of broadcast educatiomvicses, and training and
retraining of educators. Aid is also provided fpesific local needs.

In addition, JICA provides for training thiglu technical cooperation
which entails fostering of human and eecbnomic development
through the exchange of technology and kndgde JICA engages in
technical cooperation with developing countrigs six basic ways: (i)
by providing training in Japan; (ii) dispateyp Japanese experts to
provide training abroad; (iii) supplying eqompnt; (iv) providing
technical assistance in the development objepts;(v) conducting
economic development studies; and (vi) didpatz Japanese
volunteers to work in developing countriesraifiing, expert dispatch
projects, and volunteer dispatch each havecanal elements.
Training courses include both group and indigmiccourses, and many
group courses have been implemented in the fielo€ation (such as
"The Practice of Science Education"). The umntder dispatch
programme sends Japan Overseas Cooperationntéets (JOCV) to
primary and secondary educational institutiod$ie expert dispatch
sends experts to education-related agencies ‘acational-training
programmes in Japan and overseas. Finallpjegr cooperation is
directed at universities through such prograas agriculture,
engineering, and medicine.
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The Japanese government's interest in agpistieveloping countries
grew after receiving aid from the World Bank in tt@50s for its own
reconstruction. In 1954 Japan established ciaffi Development
Assistance (ODA), and according to JICA, d&padevelopment
assistance has expanded annually since tnae. tinitially, Japan
focused on funding Asian countries, but towarddahd of the twentieth
century began expanding aid to eastern and cdfralpe. By 1992 it

was the major donor in twenty-five countries. Wttle creation JICA in
1974, Japan's ODA started taking a more ftopumnd issue-specific
approach. As the cold war came to a close, ceti@nelopment issues,
such as education, the environment, and ptipnl began to receive
more global attention, and this was reflected JICA projects.
Beginning with the 1990 World Conference d&ducation for All in
Jomltien, Thailand, Japan adopted the int@mak goals of extending
primary education and eliminating gender iradiqy in education.
Consequently, a much larger portion of JICA's dbations have gone

to primary schools, whereas until 1990 higheducation had received
greater emphasis.

SELF-ASSESSMENT EXERCISE

I Explain the various ways by which Japan shissieveloping
nations in the area of technical cooperation.

3.2.6 The German Organisation for Technical Coopeition

The German Organisation for Technical Coopanatis owned by the
Federal Republic of Germany, and it operates @&\ace enterprise for
international development cooperation. Establishel®75 as a private-
sector enterprise with a development policy mandaeeGTZ supports
international development, reform, and technicalpavation on behalf

of the Federal German Ministry for Economic Coofiera(BMZ) and

other German ministries, partner-country goweents, and
international organisations. Education represenone of the GTZ's
sector-related themes, and it has four majomponents: educational
aids, basic education, vocational training, andersities/scientific and
technical institutions.

The first educational area, education aidserages by the name of the
Crystal project. Crystal provides teachersdsaisuch as textbooks and
materials, specialist literature, and consgltinConsulting services are
provided for vocational training, work-orientettaining, and
development cooperation (such as the apphcatof new media and
education aids). Services and materials are freeveloping countries,
and many of them are described in a Crystal catalog
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In the second area of basic education, GE€Z serves in an advisory
role. The GTZ advises developing governmemtrtners on ways to

improve their basic education systems. Thegestions focus upon

quality, efficiency, and relevance through tliesign of programming

methods and system structures. The GTZ's atidmal philosophy
supports a decentralised approach utilisingermta and communities.

Three major basic education activities includ® developing and
introducing appropriate curricular elements arglevant learning and

teaching materials; (ii) institution building; a(id) systems consulting.

Vocational training encompasses the GTZ's thirccatlon area. These
services are aimed at policymakers, industrgsearch and planning
institutions, state and private training ihdgtons, and in company
training facilities. The GTZ serves a conisgt and planning role for
the general vocational field as well as individnstitutes of further and
advanced training and vocational agencies. ciSpe services include
concept design, planning, and evaluation, alonf thié establishment

and commissioning of agencies and staff.

Finally, the GTZ provides consulting for universgiand scientific and
technical institutions. The goals of this Heg education theme are to
improve the performance capacity of education aséarch systems, to

boost training performance and research capauityto encourage an
exchange of ideas and experience at the eauad level through
international linkages. The GTZ provides sesi such as developing
education and research systems, developingitutiens, consulting on
programme conduct and efficiency, and the promatiocooperation in

training and research.

When the GTZ was developed, most services wereumbed out of the

head office. Though the head office is still thgananterface between

the government and project implementation athroin an effort to cut
costs, the organisation began to emphasiseentialisation and
regionalisation in the late 1980s and eafl990s. This shifted
responsibility to the field offices in moréhan sixty partner countries.
The GTZ has also focused most heavily on adviseryices.

3.2.7 The United Nations (UN)

The United Nations is arinternational organisatiorwhose stated aims

are facilitating cooperation irinternational law international security

economic developmeygocial progressiuman rightsand achievement

of world peace The UN was founded in 1945 aftéWorld War Il to
replace thelLeague of Nations to stop wars between countries, and to
provide a platform for dialogue. It containsultiple subsidiary
organisations to carry out its missions.
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There are currently92 member statemcluding every internationally
recognisedovereign statein the world but theVatican City From
offices around the world, the UN and its specialiagencies decide on
substantive and administrative issues in m@aguieetings held
throughout the year. The organisation has pnncipal organs: the
General Assembly(the main deliberative assembly the Security
Council (for deciding certain resolutions for peaesd security); the
Economic and Social Counci{for assisting in promoting international
economic and social cooperation and developmdmBécretariaffor
providing studies, information, and facilitieseeded by the UN); the
International Court of Justicgthe primary judicial organ); and the
United Nations Trusteeship Coung@which is currently inactive). Other
prominentUN Systemagencies include theNorld Health Organisation
(WHO), the World Food Programme(WFP) and United Nations
Children's  FundUNICEF). The UN's most visible public figuethe
Secretary-General currently Ban Ki-moon of South Korea, who
attained the post in 2007. The organisatien financed from assessed
and voluntary contributions from its member stateg] has six official
languagesArabic, Chinese English French RussianandSpanish

The UN is financed from assessed and votynteontributions from
member states. The General Assembly approves gdardoudget and
determines the assessment for each membeis iBh broadly based on
the relative capacity of each country to pay, aasueed by theiGross
National IncomgGNI), with adjustments for external debt and lper
capita income.

The Assembly has established the principlat tthe UN should not be
overly dependent on any one member to fiparits operations. Thus,
there is a 'ceiling' rate, setting the maxim amount any member is
assessed for the regular budget. In Decen@d0, the Assembly
revised the scale of assessments to reflect cugtebal circumstances.

As part of that revision, the regular budgetiling was reduced from
25% to 22%. For the least developed countries (DP&seiling rate of

0.01% is applied. In addition to the ceiling ratid® minimum amount
assessed to any member nation (or ‘floote)rds set at 0.001% of the
UN budget

There are specialised agencies of the UniNations which are
autonomous organisations working with the UN archezther through
the coordinating machinery of théited Nations Economic and Social
Council at the intergovernmental level, and throutie Chief
Executives Board for coordination (CEB) ate thnter-secretariat level.
Specialised agencies may or may not haven besdginally created by
the United Nations, but they are incorporatedo the United Nations
System by the United Nations Economic and Social Councé#cting
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under Articles 57 and 63 of tténited Nations CharteAt present the
UN has in total 17specialised agencies that castyarious functions
on behalf of the UN.

The specialised agencies that are considemdvant to education
finance include the United Nations Educatiorfatientific and Cultural
Organisation and the World Bank. The World Bankuprecomprises a
group of five legally separate but affiliated itstions: the International
Bank for Reconstruction and Development (IBROhe International
Finance Corporation (IFC), the InternationalkevBlopment Association
(IDA), the Multilateral Investment Guarantee AgerfMIGA), and the
International Centre for Settlement of Investin Disputes (ICSID). It
iIs a vital source of financial and technicabsistance to developing
countries around the world. Its mission is to fightverty with passion

and professionalism for lasting results, atal help people help
themselves and their environment by providingsources, sharing
knowledge puilding capacityand forging partnerships in the public and
private sectors. Three of the five World BamGroup organisations,
namely the IBRD, the IFC, and the IDA, are spese&liagencies of the
United Nations.

The United Nations Educational, Scientific ar@ultural Organization
(UNESCO) is a specialised agency of thiited Nations Its stated
purpose is to contribute topeace and security by promoting
international collaboration through education science and culturg in
order to further universakespect for justice the rule of law and the
human rights along with fundamentalfreedoms proclaimed in theUN_
Charter

UNESCO has 193 Member States and seven Associatédbts. Most

of the field offices are "cluster" officesowering three or more
countries; there are also national and regionffices. UNESCO
pursues its objectives through five major goams: education,natural
sciences social and human sciencesculture, and communication and
information. Projects sponsored by UNESCO udel literacy,
technical, and teacher-training programmeseridtional science
programmes; the promotion of independenedia and freedom of the
press regional and culturalhistory projects; the promotion ofultural
diversity, international cooperation agreements to meecthe world
cultural and natural heritage (World Heritage Sitds and to preserve
human.

UNESCO has Institutes and Centres. The uteSt are specialised

departments of the Organisation that suppdNESCO's programme,
providing specialised support for cluster and natlmffices.
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UNESCO International Bureau of EducatiqiBE); Geneva
(Switzerland) specialises in educational caistermethods and

structures. IBE shares expertise on curriculg@velopment and
aims to introduce innovative approaches inrriculum design

and implementation, improve practical skilland facilitate
international dialogue on educational policies prattices.

UNESCO Institute for Lifelong Learningoromotes lifelong
learning policy and practice with a focus @dult learning and
education, especially literacy and non-formadiucation and
alternative learning opportunities for margised and
disadvantaged groups.

UNESCO International Institute for Educational Rieng (I1EP);

Paris (France) and Buenos Aires (Argentina) a centre for
training and research to strengthen the a¢gpacf countries to
plan and manage their education systems.

UNESCO Institute for Information Technologida Education
(ITE); Moscow (Russian Federation) serves ascentre of
excellence and provider of technical support arEbdise in the
area of ICT usage in education.

UNESCO International Institute for Capacity-Bling in Africa
(IICBA); Addis Ababa (Ethiopia) works to eme the
capacities of regional, national and localele educational
institutions in  Africa, thus providing the pmgtunity for
technological improvements, such as the utilisatibaelectronic
media for networking and for educational msgs, targeting
both individuals and institutions.

UNESCO International Institute for Higher Edtion in Latin
America _and the Caribbean (IESALCYaracas (Venezuela)
contributes to the development and transformatichetertiary
education through the reinforcement of a work pleat, among
other purposes, attempts to be an instrumentsupport the
management of change and the required transfornsatio order
that higher education in the region beconas effective
promoter of a culture of peace that allows to makele - in an

age of globalisation- the human sustainabievelopment based
on principles of justice, equity, freedom, ligarity, democracy
and respect of the human rights.

UNESCO International Centre for Technical aMbcational
Education and Training(UNEVOC); Bonn (Germany) works to
strengthen and upgrade countries' Technical &wocational
Education and Training (TVET) systems.
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. UNESCO European Centre for Higher Educati@@EPES);
Bucarest (Romania) promotes co-operation amdviges
technical support in the field of higher edtion among
UNESCO’s Member States in Central, Easterd &outh-East
Europe

3.2.8 Nigerian Technical Aid Scheme

The Federal Government of Nigeria in 1987aldshed the Nigerian
Technical Aid Corps (TAC) scheme as a foreign polaol that would

serve specific national interests. The statetablishing the scheme -
Decree 27 — was signed into a law on 2hudry 1993 and officially
documented on 5 May 1993, thus giving it legal backing and
framework. As an instrument of Nigeria’'s figre policy, the TAC
programme is an alternative to direct finahciaid for African,
Caribbean and Pacific (ACP) nations. It is desigmed only to provide

manpower assistance in all fields of humamdeavour, but to also
represent a practical demonstration of South-Sootiperation. (South-
South refers to underdeveloped and developoogntries in the
southern hemisphere).

The Key objectives of the scheme are:

. sharing Nigeria’s know-how and expertise witither ACP
countries.

. giving assistance on the basis of assessed aneiyeEtaeeds of
recipient countries.

. promoting cooperation and understanding betwdégeria and
recipient countries.

. facilitating meaningful contact between youtlod Nigeria and
those of recipient countries

. complementing other forms of assistance to ACP tmm

. ensuring a streamlined programme of assistateceother
developing countries.

. acting as a channel through which South-Soatilaboration is
enhanced.

. establishing a presence in countries which, foneouc reasons,

Nigeria has no resident diplomatic mission.

When viewed against the background that Nages a developing
nation, it could be stated that the Scheme has déeige success. For

instance, between 1987 and 2004, 1,677 TAdunteers have been
deployed to 33 countries, thereby demonsgatihat the scheme has
provided a clear direction in Nigeria’s fayei aid and technical
assistance policy. Since its inception, TA@s hrecorded substantial
progress in the following areas:
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1. Increase in the number of recipient countrigem African,

Caribbean and Pacific regions.

Increase in the number of volunteers deployed abroa

3.  Overwhelming interest from both Nigerian vdkegrs and
recipient countries under the biennium TAC scheme.

N

The strength of the TAC programme and its succepsadicated on the
fact that it is a people-oriented and peagetered assistance
programme geared towards the development of redipauntries. The
implementation of the scheme has endeared ridigeo many countries
as a facilitator of effective cooperation in soeimenomic development
among ACP countries. Ultimately, Nigeria stantio gain enormously,
both politically and economically, from recipierduntries.

The prospects of the TAC programme are vérght. Recently it
attracted the attention of the Commonwealtthich signed a
Memorandum of Understanding (MOU) with the Nigeraavernment

in March 2003.The MOU calls for the provisioof Nigerian expertise
to needy member states under the CommonweAlkistance
Programme (CAP) to be managed by the Directoraléd&f in Nigeria.
Other international organisations that haveowsh interest in the TAC
programme include the United Nations (UN) Volunt8ervice and the
Japanese Agency for International Cooperation (JAIC

The effectiveness and viability of TAC as a foreplicy instrument is
demonstrated in the commendation it receifgsm recipient countries
and other members of the international comtpunTAC has played a
cardinal role in cementing existing relatiodetween Nigeria and
beneficiary countries, and, on a wider scale, r@ating an atmosphere

of partnership where it otherwise would nekist. The programme is
also a deliberate policy option for the consolidatof Nigeria’s role in

the independence struggles of some African coumiitiés a catalyst for

peace, progress and development among botkefibary and non-
beneficiary countries. The scheme is currentlyathly viable volunteer
service operated by an African country. Mamgnt of the TAC
scheme is carried out by the Directorate of TACichHalls under the
Ministry of Foreign Affairs.

4.0 CONCLUSION

The various international development agencies/e assisted a lot in
providing supplementary support to some gawemts in the area of
educational development. These international dgveémt agencies are
either established by individual countries tive United Nations
specifically for technical and financial supipofor educational
development in various countries. The inati of the Federal
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Government of Nigeria in this regard is also comdadate as it would
go a long way in projecting her image among coroftgations.

5.0 SUMMARY

Overall, bilateral agencies have been expandiheir education and
training goals since the early 1990s. Thed9019Jomtien World
Conference on Education for All was amonge tmain factors shaping
education policy regarding the geography and ttadsgaf bilateral aid.

The bilateral aid agencies have faced isssash as dwindling
resources, the loss of donors as well as ratiorfaleaid. This is partly

due to greater support of domestic aid atteof foreign development
assistance, and an overall decrease in puklipport. In addition, as
interests of donors have taken precedencer dkie interests of
recipients, development aid has suffered. Othesues facing bilateral
agencies include problems working through recipgavternments, the
inconsistency between economic and social |dpueent objectives
(which span countries), and inconsistent fpreipolicy goals (with
regard to specific countries)

6.0 TUTOT-MARKED ASSIGNMENT

What are your views on activities of Intdaiomal Development
Agencies and the implication of reliance dmancial assistance from
beneficiaries on education finance?
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1.0 INTRODUCTION

The basic principles, objectives and policieé student financing are
supposed to be based on equity, equalityjcess; cost sharing and
assistance to the needy. It is observed that vilindge are the ideals, the
reality is far from what is on the ground in sonoeiatries, particularly

in developing countries like Nigeria. It itherefore important that
experience of some selected countries willwnbe examined for
comparative purposes. This is with a view ittentifying the best
practice that can be adapted or adoptedthes case may be. It must
however be added that political leadershiper@ses significant
influence on the allocation of resources éducation. The political
leadership determines who gets what out lé financial resources
through budgetary appropriation. In other vgordotal public
expenditure on education are determined by theigallprocess. It is in

the light of this that educational finance in s&ecdeveloped countries

will be the focus of this unit.
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2.0 OBJECTIVES

At the end of this unit, you should be able to:

. identify the percentage of total budget that committed to
educational finance in the selected countries

. state the sources of educational finance in thesatdes

. list the roles of each tier of government in ediocsd! finance

. identify similarities and dissimilarities indecational finance
among these countries

. list the impact of politics on educational finance

3.0 MAIN CONTENT

3.1 The United States of America

In the United Sates of America, while mositizens of this country
believe in the democratic ideal of equal educatiorall, the reality is

that the quality of education is hardly equal fibichildren in all school

districts. This is because the system of educdtinding is so heavily
dependent on state and local tax revenuesichwin turn are so
dependent on the economy in various areas of thietigg schools even

within the same state receive unequal allotmemarfey.

3.1.1 Funding of Public Education

There is variation from state to state amopgblic schools on
educational finance. Some schools receive moththeir funding from
the local government rather than state or fedenadces. For example,

89 per cent of New Hampshire’s revenues for putailtools come from

local sources. On the other hand, over Y cgnt of Hawaii's public
school revenues come from the state. New iddexand Washington
receive more than 70 percent of their reeenwiom the state (Walters
1994). Although the percentages of federahdiong for schools also
varies most state receives less than 10 eperof their education
revenues from the federal government.

3.1.2 Local Funding of Education

Property taxation originated on the U.S fremt where wealth was
measured in land. It remains a widely used forrragation because it
produces a fairly stable rate of collectigince it is difficult to evade.
Property taxes are also used to fund othmmicipal services, such as
police, fire, parks, libraries and municipal roabast states have laws

that place limits on the property tax rates lochla®! districts can levy

— a greater rate requires approval by the votetisendlistrict.
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Today, local taxation provides much of thehaol funds in half of the
states. On the average 43.9 per cent of schoahuegecome from local

sources. Ninety eight percent of that locaho®l revenue is generated
from property taxes, which are based on the asdesdee of real estate

(residential and commercial land and buildjngend personal property
(automobiles, jewelry, stocks and bonds). When difugp  for schools is

primarily based on local property taxes, Higant inequities develop.

The richer a district, the higher the assessedegptppalues. The larger

the tax base, the greater the funding for locabstsh

Other local funding sources for schools idelulocal sales taxes and
special room taxes in hotels and motels. éi@r poorer districts are
likely to have less flexibility assessing thesenferof taxation because

few non-residents spend money there. Thereforerenéistrict that is

able to raise more revenue from these typéstaxation than other

districts, it makes funding of education even mamequal. This implies

that if school funding remains dependent property tax, larger and
larger differentials in funding per pupils lwioccur, resulting in
significant differences in resources and facilitsilable to students.

3.1.3 State Funding of Education

State funds for education come from a variety »fsaurces, including
one or a combination of the following: salesome, inheritance, gift,
use and occupation taxes; franchise and licencediee state lotteries.
It is not only the amount of revenue collected #ifétcts the funding of
schools but also how that revenue is allocateddalldistricts.

3.1.3.1 State Aid Formulas

The allocation of state revenue to local distratteurs through state aid

formulas. The three commonest arflaggrant, equalisation graneind

foundation grant Flat grant is usually based on the districts average

daily attendance during the previous school yeachHlistrict receives

the same amount for each student in attendandegf@iats do not take

into consideration variations among schooltrdis in local taxing

ability. Adjustments are made, however, fgoedal students, such as:

the disabled, and in some cases, for schaistricts with large
fluctuations in student population during tleehool year. Equalisation

grant provides the same guaranteed vyield to raid poor districts,

which tax themselves at the same rate. kspimn formulas require
rich districts to give the state surplus tagvenue above the state per
pupil funding level and thus guarantee that sucheyas distributed to

poor districts to make up the difference westn the guaranteed per
pupil yield and actual lower tax vyieldfoundation grant ensures a
minimum level of revenue per pupil by targgt state aid to poor
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districts. The state prescribes the required fotioddevel per pupil and

a minimum tax effort to be made by the districtthié district is willing

to make the prescribed tax effort but fails raise the foundation
amount because of low property valuation, thmte makes up the
difference with a foundation grant.

Some states set qualifying or minimum local taxdsch districts must

levy in order to qualify for state funds.hi$ is to prevent wealthy
districts from using state equalisation fundsther than local funds for
public education. Conversely, some state @omisins or laws set
ceiling for the amount of local tax dollathat can be spent on public
schools. Thus, if districts are below the uppeitbithey may authorise
new taxes on property, districts whose spepndhas reached the
maximum may not levy new tax monies for k. Note that
minimum and maximum are designed primarily belp equalise
educational spending across districts within st@te. There is, however,
no formula for equalising funding among tlstates where great
diversity still exists.

3.1.4 Private Alternatives to state and Local Funidg

In 1994 eleven states had passed laws @@hers were considering

them) allowing schools or school districts to bartered by groups of
citizens, including businesses and foundatios#iategies including
creative ways to fund public schools often thropgkiate partnerships.

It is too early to tell the effect these new schargjanisations will have

on funding for public education. In 1972 ywnD.3% billion of $1.8
billion in private funding for K-12 education wetat public schools, the

rest went to non-public schools (Council féid to Education).
However, in the future the funding and oigational structure of
charter schools and other public — private partipss may provide an
answer to the problem of inequality of furglinn a limited number of
school districts in which these partnerships aissjide.

3.1.5 Federal Funding of Education

The U.S. Congress has no obligation to pvifunding for public
education but does so voluntarily. Federall @0 education comes
through grants from several federal agencidte U.S. Department of
Education, the Office of Economic Opportunitihe National Science
Foundation, the National Endowment for the ntdmities and the
National Endowment for the Arts, among othefunds flow directly
from the federal agencies and indirectly tiglo state agencies. For
example, funding for an educational projecr fan interdisciplinary
programme in the humanities might come diyedrom the National
Endowment for the Humanities. This constitutdsect federal aid.
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However, the National Endowment also provides $icamt funding to
each state’s endowment and funding for theme programme might
come, then from the state humanities coungihis is indirect federal

funding.

Federal funds are not meant to support the schlsather to improve

and equalise educational opportunities for all shisl, and to encourage
innovative programmes within the public sclsoolFederal funds
frequently take the form of matching or sesshey grants. These
require that state and local districts either mabehamount supplied by

the federal grant or extend the project fundedheyféderal government
beyond the granted period. In this way, the fedgoakrnment ensures

state and local involvement in the project andutsling.

In the United States of America student rciag programmes come
from various sources and are mainly handl®d non-governmental
organisations, international agencies, foundatio banks and
universities. Government funding is in thernio of loans, fellowships
and awards co-sponsored by banks and org@mmsa The sources of
funding include: World Bank Agencies, GovermineAgencies,
Commercial Banks, Private Enterprises and CorpmmatiFor instance,

the Colorado Students Loan Programme (CSLP) iseessful student

loan guarantee, self-funded student financimgency that within 20
years has been able to achieve a reliabfficient and cost effective
system of delivering, managing and recoveriStudents Loan Funds.
By the year 2000, the agency had a loan guaraft@eso $40 Billion

and serving 500,000 students. The agencya isdivision of Colorado
Department of Higher Education established to sttpgiodents’ access

to post secondary education by ensuring availgbégiffective delivery

and responsible management of educationalnding; and to provide
quality service to all programme participants (BeR002).

3.2 United Kingdom

3.2.1 State Funded Primary and Secondary School &gm

State-run schools and colleges are financeugjh national taxation,
and take pupils free of charge between #ges of 3 and 18. The
schools may levy charges for activities such asmswing, theatre visits
and field trips provided charges are voluntarysthaosuring that those

who cannot afford to pay are allowed to tipgrate in such events.
Approximately 93% of English school children attesutth schools.

Almost all the state-funded schools in Englandraagntained schools,
which receive their funding from Local Autit@s. Since 1998, there
have been four main types of maintained schodingiand, namely;
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. Community schools in which the Local Authigst employ the
school staff, owns the schools’ land and Idmgs and have
primary responsibility for admission.

. Voluntary controlled schools, which are almoalways church
schools, with the lands and buildings often ownga lcharitable
foundation.

. Voluntary aided schools, linked to a variebf organisations.

They can be faith schools or non-denominatioschools. The
charitable foundation contributes towards @pitosts of the
school.

. Foundation schools where the school land dnaldings are
owned by the governing body or by charitable fouiwta

3.2.2 Independent Schools

Approximately 7% of English schools childresttend privately run
independent schools. Education at independssitools is usually
chargeable. Such schools, some of which laweden schools, cover

primary and secondary education and chargaveesm £2,500:00 and
£3,000:00 per year. Some schools offer schlolas for those with
particular skills or aptitudes or bursaries towalless well-off students

to attend.

3.2.3 Higher Education

In the academic year 2009/2010 undergraduatesutepntfees set at a
minimum of £3,225:00 per annum. The fees aepayable after
graduation contingent on attaining a certd@vel of income, with the
state paying all fees for students from pebrbackgrounds. UK
students are generally entitled to student loamfaintenance.

3.3 Educational Funding and Politics

The influence of political leadership on thelocation of resources to
education cannot be underestimated. This égsalse it is the political
leadership that determines who gets what out ofitia@cial resources
through budgetary allocation. In other wordstal public expenditure
on education are determined by political pss; (Blaug, 1970). In
Nigeria as well as in other African courdgriegovernment is a major
factor in the ownership, finance and control of&tional institutions.

This means that educational institutions rely higaam government for
funding. It must however be emphasised tloaer reliance on
government by institutions portends great @andor them. This is
because fluctuations in budgetary allocatian dducation as a result of
frequent government changes has far reachinglications for the
development of educational programmes. Fortaim®, Agagu (2010)

120



EDA 915
MODULE 2

observed that policy implementation is often a#edby erratic budget
allocations.

The consistent fluctuations in budgetary allocatmeducation over the
years have seriously impacted the developmentwdatwn in Nigeria.
Besides posing serious challenges to the e@mehtation of new
educational policies, inadequate funding hdso ascuttled existing
educational programmes. Al these constrain thgplementation of
laudable educational programmes.

In the United States of America, one might tentdwee the impression
that education is not affected by politics. Howeweis observed that it

is far from being correct. For example, in 19789,9during President
Jimmy Carter’'s administration, 9.8% of all the mpseent on the U.S.
public education came from the federal gomemt, 45.6% from the
states and 44.6% from local sources. By 1988 thadebeen a shift in
the percentage of funding received from each othihee sources: 6.3%
came from federal government, 49.55 from state $uardd 44.1% from
local sources (US Department of Education90]9 In the first two
years of President Bill Clinton’s administrationpra federal education
legislation was passed than during the enprevious decades. This
development was expected to translate intolamer percentage of
federal dollars towards education.

A shift in federal funding for education hdseen attributed to the fact
that the more politically liberal federal gwament, the greater the
likelihood of more centralised funding of edtion because state and
federal aid programmes equalise educational oppityttor students in

all schools. The usual method of funding cadiwn, that is, local
property taxes, is necessarily unequal sikbe tax base of richer
communities is much larger than that of poorommunities. On the
other hand, the more politically conservatilee federal government,

the greater will be decentralised funding of edwratDecentralisation

occurs because of a belief in home rulegepkey the centre of
government as close to the population as possible.

3.4 Lessons for Educational Finance in Nigeria

The foregoing clearly indicates that Nigerles a lot to learn from
experiences in the United States of Americad ahe United Kingdom.
Some of the things that Nigeria can incoap®r into her existing
funding pattern of education include:

. Diversification of sources of Education Finane: One of the
banes of education finance in Nigeria is th&Etoverdependence
on government. Experience in the USA and Uhdicates that a
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lot of money is generated from other sourcesidethe support
from government. Jones-Esan (2007) observeat the bitter
truth which populists did not want to hear is tNageria remains

one of the few countries where by and large edocas funded

by the government. Nigeria presents a clabsstudy in over
dependence on government for the provision votually
everything and such over dependence is i@imito the success
of the nations' educational objectives.

Introduction of tuition fees: The undue politicisation of
education in Nigeria led to abolishing tuition feed978 at the
universities, since then no administration Migeria had the
political will to revisit the need for intoction of tuition fees.
Experience in the USA and UK indicates thaition fee
contributes significantly towards education afice in these
countries. Tuition fees are becoming the rirggonal rule and
not the exception.

In Canada, tuition fees are paid and theg an the rise. In
Australia, differential fees are paid on thmsis of income. For
Japan, with effect from 2000, state universitiesidoe allowed

to have greater autonomy and, more impogtanthey have
freedom to set their own fees levels, anational Universities

fees set at £2,700. In China, fees are astording to market
conditions, taking into account both costs and dema

In America, fees at public and private instituti@ms rising by an
average of 14.1% from 2002-2003 to 2003-2084 public
institutions. Overall, the split is betweerubpc universities
which charge around $5,000-$15,000 (£2,900X8,6per year
depending on location, type and length ofurse; and private
universities where fees can be as high &€,000(£17,300) per
year.

Adequate provision of scholarship: There is an urgent need to
revisit various scholarship schemes that were istexce in the

70s. In addition to this, the Students’ Lod&@vard must be re-
established to cater for those who are watd qualify for
various scholarship schemes that must have bedn plsce.

Policy consistency on education financefhere must be put in
place an enduring policy for sustainable etlana finance. This
will reduce considerably the impact of changesdmiistration
on education finance in Nigeria.

Redistribution of wealth: A policy must be put in place
whereby the affluent in the society will bmade to finance the
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education of the less privileged ones in theciety. The present
situation where education of students fronghblr social
economic background is subsidised by the mgoeent tends to

deny children from lower social economic lgrckind certain
benefits.

4.0 CONCLUSION

Our discussion in this unit indicates thabvgrnments in the two
developed economies have been able to develogramework and
enduring policy on educational finance. Thies helped to establish a
sustainable educational development. This ns sharp contrast to
Nigeria, where government has not been atolecome up with an
enduring policy that makes provision for sausible educational
development. Until the Nigerian government able to borrow ideas
from developing economies, educational finaneédl continue to face
serious challenges. Government no doubt hasruxial role to play in
educational development as there is a lirkdwben education and
politics.

5.0 SUMMARY

The United States and Britain have shown the irvolent of the three

tiers of government in educational financing. Fwstance, in the United
States of America, the local governments mssua large share of
funding through property taxes and persorates. States also use aid
formula in the funding of education. In ethUnited Kingdom at the
primary and secondary school system, almdst tlee state funded
schools receive fund from local authoritieBhus the structure is on
ground that ensures compliance with policyeation on education. In
addition tothis is that the less privilegad the society have access to
education through redistribution of wealth and psmn of bursary and
scholarship. When this is compared to the&uasbn in Nigeria, the
existing crisis on educational finance will conéniw be a regular of the
nation’s educational system.

6.0 TUTOR-MARKED ASSIGNMENT

I. Compare education finance in Nigeria with tthaf the United
States of America.
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1.0 INTRODUCTION
This Unit is designed to acquaint you with the meg@m@and concept of

Budget. The types of budget, importance chosl budget as well as
budgetary process in education are discussed.

2.0 OBJECTIVES

At the end of this Unit, you should be able to:

. explain the meaning and concept of budget
. identify the various types of budget

. discuss on the various types of budget

. explain the importance of school budget

3.0 MAIN CONTENT
3.1 The Meaning and Concept of Budget?

The term “budget” is frequently used where bdisement of money is
involved.  Simply put, budget is a statemesft financial plan over a
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given period. Budgeting has been considered astegral part of the
planning process. It essentially involvesansiating goals and
objectives as well as targets into financial plans.

According to Musaazi (1982), educational (sghobudgets are
financial plans aimed at translating educationeth¢®l) objectives into
reality. In the same vein, Edem (1987) is of ttewthat a budget is a
statement which describes how to finance thious educational
objectives outlined for the year or a given stqiedod.

A careful analysis of the above and othanceptions of budget by

other scholars point to the fact that a budgetfisancial blueprint for

the operation of an organisation, includinige tschool system for the

fiscal year. A budget isameans by whidie tplanned objectives and
targets are translated into a programme of actghim financial terms.

Thus a school budget is an established €iahnstandard needed to

consciously guide the activities of a schamdministrator towards the

attainment of the aims and objectives of tkehool, in a given fiscal
year.

3.2 Types of Budget

The following types of budget can be ideetif in the educational
system

(@) Line Item Budget

(b) Programme budget

(c) Performance Budget

(d) Zero-Base Budget

(e) Planning, Programming and Budgeting SystenB&P
()  Incremental Budget.

a) Line Item budget

This form of budget involves listing of sffex items of revenue and
expenditure on line-by-line basis. In thigpe of budget, revenue and
expenditure plans for the current year amke ocor two preceding years
are prepared in tabular forms. This type kmdget which is
predominant in most Nigerian schools, allowach department to
continue with the implementation of existingrogrammes since it is
backward looking in preparation. It also makesdaigreparation and

auditing easy. It also guides against npsayriation of fund.
However, in spite of the above merits, lim@m budget is lengthy in
preparation. In addition, it does not adiedlate to specific projects
or objectives (and targets).
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b)

be executed.

E3

Programme Budgeting
In this method of budgeting, provisions are maddhe programmes to

The

budget will

programmes and activities of each departmentthe school.

this

end, a school

For

budget will

be classified

be made daiogr to the functions,

To

int@rious departments.

instance, we may have Language department's expesydvocational

department's expenditure,
department's expenditure and so on.

method is to show how funds are being spent on pamdramme of the
school.

Bursary departmeagpenditure, Science
Thepgser of this budgeting

The table below shows Federal and State Governihexgsnditure on
education between 1990 and 1994

EXPENDITURE
FEDERAL AND STATE GOVERNMENTS’ EXPENDIJURE ON
EDUJATION, 1990 4 1994
YEAR | TOTAL TOTAL EXPENDITURE | EXPENDITURE
EXPENDITURE | EXPENDITURE | ON ON ON _
) ON EDYEATION EDYEATION EDUCATIONN
EDUCATION AS % OF| AS% OFGDP | CONSTANT
IN  CURRENT| TOTAL VALUE (1958 =
VALUE (NM) EXPENDITURE 100) (NM)
1990 99,550.3 7,345.5 7.3 2.0 2,507.0
1991 11194132 7.857.1 6.6 2.4 23745
1992 178,782 11,310.7 6.3 2.1 2,364.1
1993 261,625 16,916.4 6.5 2.4 2,249.8
1994 191,604.8 22,045.5 11.5 3.2 1,367.2

Source: Annual Abstract of Statistics, 1995 Edition

1.
2.

State expenditure on education

Overall expenditure is the sum of expenditureeateral and State levels.
is assumebe &b percent of the total

expenditure of the State and this was added tpubéshed figure at the

Federal level

Composite consumer

each year.

price

index (combinedalruand urban centres)
published on page 340 of the Abstract of Statistias used as a deflator

Also, this second table shows the budgetethl tand educational
expenditure at the Federal and State levels betd@82 and 1984 (in

billion

N)
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BUDGETED TOTAL AND EDUCATIONAL EXPENDITURE AT
THE FEDERAL AND STATE LEVELS, 1982 AND 1984 (IN

BICCTON NJ

1982 1983 198%
Total EXpenditure 16.8 1770 113
Educational 3.2 3.5 2.1
EXpenditure
Educationat/Total 19709 207696 18769

Source: Federal Ministry of Education, Science af@chnology,
Planning and Development Division, Statistics S®cti

The table above shows that educational expendiitceunted for close

to 20 percent of the total budgeted expenglitduring the three years
shown in the table. The decrease seen i84 18ould be explained by
economic decline and the emergence of atamili government that
clamped down on excessive spending. The g¢emd the Second
Republic was that of high expenditure on educatiogeneral. This was

inthe face of massive oil glutinthe interaaal oil market, resulting
into a decline in oil revenue which is theajor source of foreign
exchange, gross mismanagement of the economyjtdgfending, high
inflation as well as huge domestic and fgmeiborrowings. The
problems were compounded by the high demands faradidn and the

need to diversify the curriculum at both tlsecondary and tertiary
levels, and to improve the quality of education.

The main advantage of programme budgeting is tmatluces the goals
and objectives of the school system into cifige operations and the
method to accomplish them is determined. Howeteproblem is that

it requires a sophisticated information systeand a programme may
take several years to be completed.

C) Performance Budgeting

This method of budgeting emphasises the perfornsapicthe work to

be done. There are ways of measuring #ohievement of each
programme. It is possible to ascertain performdorased on each unit

of work. For instance, in construction of a laltorg block in a school,

the budget would not only show the amouot e spent on the whole
block, but also the amounts to be spent on fouadasetting of blocks,

roofing, plastering and so on.

The advantage of this budgeting is thatigt very informative and it

makes the control of school fund easier. Its pwbis that it requires
elaborate account, data processing and a lot arpaprk.
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d) Zero-Base Budgeting

Zero-base budgeting unlike the line-item bucthge does not take
cognisance of the previous year budget. It puth aogramme under

review every year and its costs are computed frarstratch, as if the
programme never existed. This method of budgetinglves taking a

fresh look at programmes and activities eaaar without considering

the previous year budget.

Zero-base budgeting enables school administrato allocate resources
to programmes based on priority. Nevertheless Méry expensive to
implement and could make some school admatss exaggerate the
benefits of pet projects in order to have them &thd

e) Planning, Programming and Budgeting System (PPBS)

This new approach to budgeting is concerneith identification of
organisational goals in measurable terms aetbcting the best
programmes for achieving such goals. Thigthod of budgeting
enables an organisation to eliminate costhog@mmmes that can waste
resources, and also provide a means of makingastebenefit analysis

of each programme in relation to the pre-determumigdctives.

Planning, Programming and Budgeting Systempshed school
administrator to identify and define the @oaand objectives of the
school, on the basis of which appropriateogmmmmes are designed to
achieve such goals and objectives. Howewbe problem of this
budgeting system is that it tends to be too sohigtd for developing
countries where there is lack of reliable statédtdtata and shortage of
experts.  Furthermore, the problems of definiand establishing
priorities of objectives of the school systemay be encountered as a
result of value judgment which may not give roomdbjectivity.

According to Luthans (1977), PPBS is a antand decision-making
process “that combines programme budgeting wittegysinalysis”. In

other words, it is a system approach togmmmed budgeting.
According to Ayodele (2004), PPBS involvesarpling and budgeting
for more than one budget period and with focusamiadly determined

goals. This new dimension to budgeting &wmbthe organisation to
identify its goals and determine the besbgprmmes or activities to
achieve such goals. PPBS ensures the aiom of costly and
resource — wasting programmes. It also ensurestabenefit analysis

of each programme or activity vis-a-vis the predateed objectives. It
should be noted however that PPBS tendsbéo too sophisticated for
developing nations characterised by lack of reéiabid timely data and
shortage of experts.
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f) Incremental Budget

This type of budget makes use of the inftfam in the budget of the

preceding year. In this wise, the budgdt ao particular year (t) is a
function of the budget of the preceding year (t-1).

This is expressed mathematically as follows
Xi=a Xt-| + Ut

Where Xt = current year's budget

Xt-l = Preceding year's budget

a constant

Ut = random variable to cover unforeseen contingenc

The value of Ut is assumed to be zero niwst cases except under
rigorous econometric assumptions and analyses.

3.3 Importance of School Budget

The role of school budget in school administrat®omdispensable. It

is an instrument for planning and control in theaa system. Budget
serves as an instrument for planning becaiisespecifies financial
procedure through which the goals and objectivah@tchool system

can be achieved. Programmes and policiesigoed to achieve the
objectives of the school system are implementealigjin the operation

of school budget. It serves as an instrumentdotrol because it is an
established standard against which the pedoom of the school
system is evaluated. Through the operation of @dhadget, it is easy
aims and objectives, through implementation tbk various
programmes budgeted for in a year. Problerosinected with the
inability of the school to implement some of thegmammes budgeted

for are also identified for appropriate actiondéotaken.

School budget encourages teamwork among tlaéf s they work
together to achieve common goals and objextiveBudget ensures the
coordination of school activities by givingndncial direction to the
various activities and programmes being cdrrieut with a view to
achieving the school goals and objectives.

3.4 Budgetary Process in Education

A general budgetary decision making process identified by Lacey
(1989) and Adeogun (2004) includes the followirgpst

a) Determination of overall levels of spending

This is the responsibility of the central esding level that also
communicates the global ceiling to all cesthnue centers/units. The
individual unit/section programme costs/reventer these centers are
compiled, sent and aggregated.
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b)  Allocation of estimated available resources amongestors

Budget circulars are forwarded to cost/revercenters on the basis of
macro-economic forecasts and policy objectivesThe cost/revenue

centres will respond by sending their redpectproposals showing

current and capital components.

C) Response to budget circular

This entails negotiations among the various boieslved in decision
making on the budget. The non zero-basedtremental) approach is
used to screen previous expenditure vis-apisposed increases. It
should be noted that most often than not, theitera budgeting which

cuts across all programmes is employed.

d) Preparation of draft budget document
This involves adjustment, integration and hamisation of requests,
vis-a-vis the available resources, by a centralybod

e) Approval of draft budget
This is the responsibility of the cabinethid involves revision and
modification several times during the cycle.

f) Preparation of final budget
This involves the preparation of concise swarymwith all detailed
annexure by the budget office for legislative rewend debate.

s)] Consideration by the legislature (or similar body)
This involves the following activities:

. Consideration of budget framework;

. examination of detailed proposals at budgemmittee and sub-
committee levels; and

. final preliminary session where the budget bilbb&ssed into law.

h) Release of fund

This is the responsibility of the Ministry of Fing® which administers
payment, in order to ensure that the contodl flow of expenditures is
adequately coordinated. Three basic methods aotvied viz:

. Immediate release of the entire approved budgetiatno
. release of funds against payment vouchers andeteipts and
. periodic release of funds.

) Implementation of capital expenditure

At this state, the Ministry of Finance shbuknsure that appropriate
laws and regulations have been complied whikfore fund release.
Implementation of capital/project expenditures inres the preparation

of forecasts of expenditure for the fiscal yeawadl as determining the
administration of bidding or contract procedurese(@rocess).
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]) Procurement

The central body should ensure uniform cattrprocedures. The
procurement process (including advertising, t cesaluation, bid
evaluation, negotiation with contractors aneview of contractors'
performance) should be properly administerasd amonitored by the
spending agency. It should be noted that no conisawarded without

been sure of budgetary allocation.

k)  Reporting

A periodic progress report and accounts shobk prepared by the
spending agency. These will then be codatdd and annualised by
the Ministry of Finance (or the supervising Minygtr

) Monitoring and evaluation
Two parties — Spending agency and the Miisbf finance, have
specific roles to play at this stage.

(i) The Spending agency

. Periodically reviews actual expenditures.
. Analyses budgetary lags; and
. matches financial and physical progress.

(i)  The Ministry of Finance (i.e. the central mtmming body)
. Conducts periodic over - all progress review eithdependently
or jointly with the spending agencies.

o Revises policies and objectives as and wheppropriate in the
light of the reviews done; and
. reallocate funds if and where necessary.

m)  Cash management

The monitoring body (Ministry of Finance) sid prepare an overall
plan for cash management. This is to curb borrgwintside limits and

to ensure that interest on loans is minithise Excess funds should be
submitted by the spending agency on timeln addition, process
requests for funds should be done promptly andlyime

SELF-ASSESSMENT EXERCISE
I. Discuss the application of Zero-Base Budgetingctwsl finance.

4.0 CONCLUSION

Budgeting is critically essential in school finanG&e importance could
also be seen from the importance of school budgetged in this Unit
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5.0 SUMMARY

The meaning and concept of budget, types bafiget, importance of

budget have been discussed in this Unit. #klese among others are
important elements in school finance.

6.0 TUTOR-MARKED ASSIGNMENT

Highlight the various importance of School dget in Educational
Administration.
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1.0 INTRODUCTION

This Unit is designed to expose learners to thevkedge of education
costs, concepts of educational costs, typéseducational costs, cost
analysis in education, educational cost/pradactfunction, factors
influencing educational costs, uses of cos@lysis in education and
traditional control system are adequately discussed

2.0 OBJECTIVES

At the end of this Unit, you should be able to:

. define education costs

. discuss the concept of educational costs

. enumerate the types of Educational Costs

. explain production function

. discuss factors which influence educational costs
. state the uses of cost analysis in education

. explain the traditional control technique

3.0 MAIN CONTENT

3.1 Meaning of Educational Costs

The ways in which costs are classified vaggeatly. Costs can be
measured and defined in many different wayslndeed, the
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classification of educational costs raiseslod of economic, financial,
institutional and technical questions; such as \klaatto be sacrificed?

When does money have to be paid? Who has to pay@ what is the
function of the inputs?  (Psacharopoulous amnbodhall, 1985). The
answers to these complex issues and problems v#ryegards to the

various bodies or groups of individuals whake decisions regarding
the various aspects of costs and revenue withiediieational system.

There is, therefore, the need to map out #tructural analysis of the
various cost and revenue concepts using gkyelagreed descriptions
as yardstick.

3.2 Concept of Educational Costs

Cost and expenditures cost, to a non professi@agrrowly defined as

the money value incurred in the process of prodacti However, to the

economist, costinvolves not only money sioerit also the alternative
forgone in order to produce a given item or servidéhe Dictionary of
Modern Economics (1985) defined cost as aaswmee of what must be
surrendered or given up in order to acquire, oltaiproduce an item.

On the other hand, expenditure is viewed the amount of resources
that are directly spent or expended on recurement of goods and
services.

Expenditure on education from the budgetagnse, therefore, is the
monetary value of resources assigned to educatiasttitions during

a given year. Nevertheless, this does not reftecttrue cost' or “real

cost" of education. The 'true cost' oealr cost” of education is the
alternative opportunities that have to beriBaed or forgone in the
process of providing education services. For exantpe opportunity

cost or real cost of building a new universityhie alternative projects

that are forgone such as health, road, detecunication, building
technical schools, primary schools, etc. sThucost in education
represents the value of all resources, in ternmsafey and sacrifice, in

terms of money and sacrifice, used to acdismpan educational
project” (page? 1988). Indeed, the inputs of etlasacan be measured

in terms of money of real resources that are upad the educational
process, such as time of students and tegchend other staff and
books, materials, equipment, and buildings, @l which have
alternative uses.

3.3 Types of Educational Cost Analysis

Three groups of decision makers are involved the production,
consumption, or funding of educational serviceshede are as follows.

I The institutions; as represented by schools d¢adls.
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il The households; as represented by privatdvidhehls and their
parents.
iii.  The society; as represented by the governraeatl levels.

It is on the basis of the above that cast education falls into three
broad categories: institutional costs, private emsl social costs.

1. Institutional Costs

These are costs incurred by the institutions (etiureal) in the process

of carrying out their activities. These consistapital costs (expenses

on durable items: building, furniture, elecity and water installation,
land, equipment etc) and current or recurreosts (expenses on
consumable items: teacher and non-teacherriesalaand allowances,
maintenance, books and stationery, transport, actaps, etc).

2. Private Costs

These refer to the expenses by the individsiudents, their parents’
guardians or their sponsors in the proce$s undergoing formal
education.  These consist of expenditures toition fees, books,
accommodation, transport, uniform, etc. Ths in addition to the
opportunity costs of schooling in the forntd forgone productive
contributions to family income and/or income eagsin

3.  Social Costs

These refer to the costs borne by the 8gcieepresented by the cost
incurred by the Federal, State and Local governsienthe process of
providing education for citizens. Technicallyt is private cost plus
institutional cost less the value of scholarshig antion cost.

Longe (1982) provides a set of equationsetha®mn the above
classification of cost of education thus:

Totalcost (T) = P+S+U
Where:

Private cost (P) = (X1 + X2 + X3)
Socialcost (S) = (P +U - X9 -X10)
Institutional cost (U) = (Q+R)

And where:

Currentcost (F) = (X4+X5+X6)

Capital cost (Q) = (X7 + X8)

And where X1, X2........cccc..... , X10 are variable
X1 = School fees
X2 = Uniform expense
X3 = Transportation expense
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X4 = Salaries
X5 = Supplies
X6 = Maintenance
X7 = Buildings
X8 = Equipment
X9 = Scholarships
X10 = Tuition fees

4. Direct and Indirect Costs

The direct cost of education is the amowit money expended in the
production and purchase of educational servicasefdrs to the direct

money expenditure on education by the privatdividuals (direct

private cost), institutions (direct institutan cost) and the government

(direct social cost). These costs includepeaditure on books,
transport, uniform, tuition, salaries and waimces of staff, equipment

and building.

On the other hand, indirect costs of edocatiare real costs or
opportunity costs of education. They may beurred by the private
individual (student) who determines to undestaan educational
programme, or by the government that decides provide educational
training programme for its citizens. Indirect @ig cost is the value of

the income or earnings forgone by the student whikehool, less the

tax he would have paid if he had earnee@ fihcome. Indirect social
cost, on the other hand, is the value of the doution of the students to

the economy if he was working and this rnseasured by the gross
income or earnings forgone by the studentabse he is in school.
Thus indirect private cost is income forgomdter tax, while indirect
social cost is income forgone before tax.

5. Capital Costs and Recurrent Costs

Recurrent costs represent all expenditures onutroalkle’ items, which

bring immediate or short-term benefits andvehato be regularly
renewed, hence the term “Current Costs” @pérating Costs”.
Expenditures on personnel services and sunemahipplies that are
rendered or used up within one fiscal ydaook, stationery, fuel, etc)
are current in nature.

On the other hand, capital costs involve expenglitur the procurement

of durable assets such as buildings, equipmem land, which are
expected to vyield benefits over a long pkrio They relate to more
durable items that render useful services oveng feriod of years if
properly maintained (hence major repairs and nteaance are, strictly
speaking, items of capital costs since thawlong the useful life of
capital items).
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The measurement of both capital and recurrent coajsbe in term of
actual or current prices, or in terms of constaigeplevel. An analysis

of educational expenditure trends, for example, begoncerned either

with trends in actual expenditure or expeamdit expressed in terms of
constant purchasing power. This is necessaryorder to give
allowance for inflation/deflation.

3.4 Educational Cost Production Function

Cost function is a mathematical and/or greghi
representation/description of the relationship leetmvcost and the level
of activity (output). In education, cost functishows the relationship
between costs of education and the number stoidents enrolled or
number of graduates. The analytical device otcthst function is used
as a convenient way to represent the dependeromestsf on output or
scale and to illustrate the relationship amond tmats, Average costs
and Marginal costs.

Total Cost (TC)

These consist of the costs of all resources usadyaparticular scale of

operation. In actual empirical studies, T@ay refer to total recurrent
expenditure, while in other studies; capitebsts may be included in
measuring. |

TC. In the same vein, total cost consists the summation of fixed
costs (FC) and Variable costs (VC); that is, TEG+ VC.

Indeed, TC is a function of the level outmut or scale of activity i.e.
(TC = f (X). Forexample, it is obvious atha school with 500 pupils
will incur greater costs than one with onll00 pupils. Likewise, a
university department with 50 students wilhicur lower costs than one
teaching 120 students in the same subgesteris paribus

Fixed Costs (FC)

These are expenditures on items, which da wary as output varies.
These consist of expenditure on classroomalkbbard, tables and
desks. They include expenditure that must ibcurred irrespective of
pupil of student numbers, hence the term “set-igisto For instance,

at the construction stage of a school, tegel of activity or output is
zero but expenses have to be incurred ondibgs and fittings which
represent the FC, or “set-up costs”. More, asoparticular building in a
school may accommodate varying number of esitsd until the
maximum capacity is reached. Whatever the bmimof students (who
will eventually become the output) housed smch building, the cost
will not change. However, the cost of maintenasceadt included here
since this could be done to the maintenance costdFost is incurred
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every year whether students are admitted not. That iswhyit is also
referred to as unavoidable cost.

Variable Costs (VC)

These are expenditure on items, which varigh woutput on the short
run.  Such items include chalk and statipner The magnitude of VC
obviously depends on the scale of activity. Itidtide noted that TC is

to a larger extent included by VC than FC sincefthmer changes as
output changes. This also applies to the shorsitwation, where some
factors are variable. Where the students’ ufmn rises, with no
change in educational technology, more teachetdwiheeded for the
additional classrooms to be created. The coltemploying more
teaching personnel can be viewed as variable oozt § changes with
enrolment.

Average Cost (AC) or Unit cost per Student

Average cost or Unit cost is the total cost of m@dg a given level (or

annual rate) of output divided by the numbefr units of output
produced. The wunit cost per student is togal cost in a given period
either for the whole system, or more likely, fonsoparticular part of

it, divided by the number of students in the sadhgcation category. In

other words, it measures the cost of educatingpoipd or student.

Stated mathematically: AC =TC
X
Where: AC = Average or unit cost
TC = Total Cost
X = number of students.

Marginal Cost (MC)

This is the change (either increase or a@msake in total cost resulting
from changes in output by one unit. Marginal éeshe additional cost

incurred when one additional student is dedpl hence the term
‘incremental cost'. Indeed, the MC of oneit of output is the extra
expenditure incurred when one additional urgt produced and the
result is a marginal increase in total outpu The marginal cost of
education is measured by the increase in TC whichrs as a result of
increasing enrollment by one unit.

3.5 Factors Influencing Educational Costs

According to Bowen (1980), a number of int@dr factors lead to
variations in the cost of education

(@) Internal Factors: these affect staff recurrent cost, nomusal
recurrent cost and capital cost.
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I Staff Recurrent Cost:  this forms the major proportion of total
current costs of education. It is influeshcdy average staff
salary, student-staff ratio, academic-non-acadeuaiff ratio and
the average class size. Teacher qualification ledupith grade
structure or level of salary will equally affecetaverage salary
per teacher and non-teacher. Indeed, siaedacation is labour-
intensive, the pupil-teacher (staff) ratio ande level of teacher
gualifications are both potent determinants of atiooal costs.

il. Non-salary Recurrent Costs: these include expenditure on
maintenance, such as electricity and watdts band cost of
consumable items. This type of cost is allguinfluenced by
factors such as changes in pupil-class ratlee curriculum
content and general inflation.

lii. Capital costs: these are affected by location of thestifation,
style or design of buildings, the classrompace allocation, the
curriculum and inflation.

The relevance of this assertion to other ntees outside the United
States of America, however, will depend dme tway in which
institutions are financed. It is more likely topdypin countries, where,

as in the United States, a large proportioh institutions are privately
financed.

(b) External Factors: these include the variables outside the
institutional set up, which are beyond themediate control of
educational authorities, and which determire tcosts of education in

the country. Some of these external factbesve been identified by
Coombs and Hallak (1972).

I The impact of inflation on Education: this is usually
associated with increase in the prices ofodgo and services.

This factor has been found to be a majactdr responsible for

increases in educational expenditure in developmtries, and
in Nigeria, in particular.

. The impact of rising demand for education: There are four
main factors underlying this increase in recenesrand they all
have far-reaching effects on the internal txosf educational
systems and on their cost — effectiveness. Thesasafollows:

1. The unprecedented increases in youth populatidocording to
an IlIEP study in Tanzania, by 1989 the cadt first level
education was projected to eight times thkbvel in 1968,
consequent upon rapid population growth.

140



EDA 915
MODULE 3

2. A ‘'revolution of rising expectations’ of pémpon the role of
education as the pathway to individual samonomic and
political advancement.

3. The widespread adoption of pupil policiesmed at
'‘democratising educational opportunities' legdito an increase
in social demand for education.

4. The rapid expansion, upgrading and  difieation of
'manpower requirement’ due to technologicavaades in the
economy, and a clear recognition of education& iroeconomic
growth and technological break-through.

ii. Market Prices: these are associated with inflation. Changes in
market prices have greater influence on costs ea&ibnal inputs such
as books and stationery.

iv. ~ Government Policy: significant changes in the cost of
education may evolve consequent upon goverhnpiicies on salary
structure, enrollment and the curriculum.

V. The influence of external aid: External assistance from
multilateral and bilateral channels, althougtbrming a negligible
proportion of total educational outlays, exertssidarable influence on
education costs in developing countries. It may e€amvarious forms:

loans, gifts etc., with far-reaching implicats. Indeed, over-
dependence on it may portend trouble in the edutaltisystem because

it may come through too late to be of maximum usiemay even come

with stringent conditionality.

3.6 Uses of Cost Analysis in Education

The importance of cost analysis as a vddtatwol for improving the
performance and planning the future of anyucatlonal system cannot
be overemphasised. @ The importance of educattost analysis in the
planning, management and the general decisimaking process has
long been recognised (Balderston 1974, andldém and Pearson,
1978).

The IIEP concluded that cost analysis could sermvarigty of purposes
in educational planning including the following.

I. Testing the economic feasibility of expansion plasposals or
targets.

. Projecting future levels of educational cost.

lii.  Estimating the cost of alternative policiesexfucational reforms
or innovations.
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\2 Comparing alternative ways of achieving thame objective, in
order to select the most efficient or economic.cost

V. Comparing the profitability of alternative investmrojects.

vi.  Improving the efficiency of resource utilisation.

Fielden and Pearson (1978) gave their guide toiskeof cost analysis,
in the current economic climate, resources #mucation and training
are becoming scarce. There will be increpspressure from policy
makers for cost reduction and increased “efficiénagd there is likely

to be more resistance to providing extraoueses for educational
project. Educational staff will therefore need eweore than before, to
make the best use of the resources avajlatde examine carefully the
full resource implications of any proposed new sob®, and to support

their arguments with quantitative data whenevesids. Cost analysis

can be a powerful aid to achieving these.

Longe (1982) employed the use of cost amly® determine the
optimum size of secondary schools in Oyo testaNigeria. Ayodele
(1999) and Babalola (2000) employed the wde cost analysis to
determine optimum size in Ondo State UniwgrsiAdo-Ekiti and the
University of Ibadan, respectively.

Cost Control

In view of the fact that cost is greatly infloed by the size of output
(or level of activity), technology and theriges of factor inputs, cost
control will therefore involve manipulating ebe variables as much as
possible. Since Average cost decreases initially iwcrease in output

and rises at a given stage with increases in oudpetrage cost can be
controlled by extending output to the levef optimal operation of the
plant. Thus, in the school system, increasinglpegicher ratio to the

level that can be managed by the teacher withauifiseng efficiency

can reduce unit cost.

Costs can also be reduced through improvemantorganisation and
method of production. Efficiency in the use of itadale resources will

reduce wastes and reduce costs in educatthough it is a labour
intensive enterprise.  Some areas of waste Nigerian school system
include: overuse of middlemen in purchasegteraeal printing of
stationery materials; overstaffing; waste dfatisnery; misuse of
vehicles, servicing vehicles outside garagemdequate arrangement
for the repair and maintenance of instruments auipenent; waste of
electricity and continued payment of staff ovHeft the service (ghost
workers).  These costs and wastes can lokeiced, at least, through
effective planning, organising and controlling miaehy. This is further
explained by Ayodele (1999) when he stated that:
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Although, the prices of factor inputs are outsidge ¢ontrol of

firms, they attempt to reduce the influenoé prices through
bulk purchasing, as well as employing lessalified and
inexperienced personnel and training them tbe job.
Educational institutions can embark on centhallk
purchasing of stationery instead of purchasiog
departmental bases. They can also make use ot Gitur

in construction works in order to reduce tsos A more
intensive use of buildings (especially durirdglidays) will
reduce costs.

3.7 Traditional Control Technique

The Budget

A widely used device for managerial contridl the budget. Indeed,
has sometimes been assumed that budgetingheds primary device for
accomplishing control. As will be noted, howevagny non budgetary

devices are also essential. Primarily bezawd the negative
implications of budgeting in the past, theoren positive-sounding
phrase, “profit planning” is often used, and theldpet is then known as

the profit plan.

Concept of Budgeting

Budgeting is the formulation of plans for gving future period in
numerical term. As such, budgets are statesneof anticipated result,
in financial term-as in revenue and experm®d capital budgets, or in
non financial term- as in budgets of diredteur-hour, material
physical sale volume, or units of production.lt has sometimes been
said that financial budgets represent the “dolilagisof plans.

Sometimes people do not understand how ar Wwudgets must be
based on plans. In fact, some enterprisespecially non-business
enterprises, do attempt to develop budgets withduowing the plans.

But when they do so, money allocated to pay people and their
salaries, for office space and equipment, and tleeroexpenses become

a matter of negotiation between a top authority tednanagers in an
enterprise. The usual result is that funds areatainally allocated on
the basis of what is really needed to accomplisirel@ goals. Many of
us have seen this kind of uncertainty anshsequent “jockeying for
position” in government and university budggti Only by having

clear goals and action plans to accompliblemt can anyone in a top

position of authority know how much money is neaeg$o do what is
desired.
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Purpose of Budgeting

Through numerical statement of plans and breakirigese plans into
components, than the consistent with the organisatiructure, budgets

correlate planning and allow authority to Iokelegated without loss of
control. In other words, reducing plans tefinite numbers forces a
kind of orderliness that permits managers dee clearly what capital
will be spent by whom and where, and what experesenue, or units

of physical input or output plans will bewolved. Having ascertained
this, manager can more freely delegate ailyhaio carry out the plan
within the limits of the budget. Moreoven budget, to be useful to a
manager at any level, must reflect the aggdional pattern.  Only
when plans are complete, coordinated, andeldped enough to be
fitted into departmental operations can a usefpbadenental budget be
prepared as an instrument of control.

Dangers in Budgeting

Budgets should be used only as a tool t#nrpng and control.  Some
budgetary control programmes are so completel detailed that they
become cumbersome, meaningless, and undulyensie. There is
danger in over-budgeting, through spelling out miexpenses in detail

and depriving managers of needed freedom managing their
departments.  For example, a department head underrated in an
important sales promotion because expenditui@s office supplies
exceeded budgeted estimates; new expenditure® ledliimited, even
though his total departmental expenses were wéllinvthe budget and

he had funds to pay personnel for writingles promotion letters. In
other departments, expenses were budgetedsurth useless detail that
the cost of budgeting of many items exceeded tpereses controlled.

Another danger lies in allowing budgetary goalsupersede enterprise
goals. Intheir zestto keep within budget limiteanagers may forget
they owe allegiance primarily to enterprisdjeatives. The budget
experts recall a company with a thorough budgetangrol programme

in which the sales department could not obtainrmftion needed from

the engineering department on the grounds thdattex's budget would

not stand such expense. This conflict betwepartial and overall
control objectives, the excessive departmemiependence sometimes
engendered, and the consequent lack of coordinatrersymptoms of
inadequate management, since plans should represepporting and
interlocking network, and every plan should beaettd in a budget in

a systems way.

A latent danger sometimes found in budgetiisg that of hidden
inefficiencies. Budgets have a way of growing frpracedent, and the
fact that certain expenditure was made in the Ipasbmes evidence of
its reasonableness in the present; if a rti@pat once spent a given
amount for supplies, this becomes a floor foture budgets. Also,
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managers sometimes learn that budget requasds likely to be pared
down in the course of final approval anderéfore ask for much more
than they need. Unless budget making isomplished by constant
reexamination of standards and conversion factpmshich planning is

translated into numerical terms, the budgedy mbecome an umbrella
under which slovenly and inefficient managers ciae h

There are many definitions of the term budge Some people have
defined budget as a total annual estimate r@fenue and expenditure.
According to Musaazi (1982), budget is ddlin@as a financial plan
through which educational objectives are immated and translated
into reality. Roe (1961) defined the ediwsl budget as the
translation of educational needs into a faian plan which is
interpreted to the public in such a way tthahen formally adopted it
would express the kind of educational progreemthe community is
willing to support financially and morally foa one year period.
According to Adesina and Fagbamiye (1988), a buidgie financial

blue print for the operation of the schofur the fiscal year. In its
broadest sense, the term school budget meanplan for financing a
school system for a given period.

Until recently, education was considered as sulijegond the scope of

ordinary economic analysis. Moral and philosophigsues previously
made the economist's tool rather blunt foe tanalysis of any
investment in man and in particular that in edweati The most popular

of the reasons given for this shying awapnf investment in man is
that, free men are first and foremost the end tedmeed by economic
endeavour and therefore not property or ntalle assets, while
education is suggested to be part of the 'humanisatrocess.

There is some truth in these and other oreasput forward but one
equally faced with other truths of which the madevant in any society

and the unlimited demands being made on thenThe resource
constraint is the justification for subjectingducation to economic
analysis. For nations to develop their ecopomapidly, education
cannot be allowed to claim just any proportioniofited resources.

Importance of School Budget

School budget is very important because ké tpaid expansion of
education services and facilities at all Isyeand particularly the
concern for quality education in our public schopisblic expenditure

for education have risen and will continue tise considerably. As
population increases more children will hat® be educated.
Additional facilities will have to be madevalable and existing ones
improved. There will be demand for increased etiocal services and
programme. There will be additional teachew#h demand for quality
education and consequently additional costs.
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The ability to cope with the present andtufe educational needs
requires information about and knowledge afddeting. Also, the
recognition of such educational problems mesi the need for our

principal to have more systematic and ratiopdanning and budgeting
procedure, for the public school within thetal economic and social
development.

Budget Preparation

In preparing the school budget, if the budget daenins to achieve its
purpose and be made effective, it shouldlude a statement of the
broad philosophy, goals and objectives of the sklzostatement of the

history of the school, its achievements; taxgs educational
programmes and proposed programmes for the figzat gummary of
proposed expenditure and receipts; detailedaksiown of receipts and
expenditure; and comparative analysis to show as@e and decreases
with brief explanations. In budget preparation is important to point
out the unigue responsibility of those whoe ato make final decisions
regarding the budget of a school. In the firstplahe magnitude of the

budget, which sets some limits on the edowcat programme, is
determined by political processes. Within tlkehool budget as well,
bargaining among groups and individuals at lavels of the
organisation affects resource allocation. Thedgeting allocations
result from a compromise among the demanflsthe organisational
units and the academic departments. Onethef major functions of
administration is to mediate among the groupkich make demands,
both within the organisation and in larger commynit

Participation in budget preparation and adminigtrashould be widely

diffused with a view to involving those oosto the point of use.
Grieder (Burton, 1998) stated that wide staff ggvtition in appropriate
connection is certain to culminate in bett®nancial planning than
would otherwise be the case. According @Gieder's view, wide staff
participation in appropriate connection is agrt to culminate in better
financial planning than would otherwise bee tltase. According to
Grieder, budgeting is not a one- man job, nor ev@b solely for the
budgeting making division of large city schoeystem. In the end, all
suggestions must be brought together, somet, and translated into
financial terms before the final selection is méatencorporation in a
proposed budget. The budget operation providesupporting data, so

essential in justifying budget request to thepropriate body i.e. the
school board.

In administering the school budget, the prynaoncern is to ensure
that the results achieved by the school esystjustify the financial
outlay. The extent to which accurate financiakt@st have been made

can be seen when the budget is evaluatedihe success of the school
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budget should be judged by the extent to whicksteanate of receipts

and expenditure agree with the actual amotedeived and expended.
The degree of consistency and accuracy can bentietst by company

evaluation reports of the current year withose of the two or three
previous years.

Budgeting in Secondary Schools

The principal is the chief accounting officer He prepares the budget
together with the Bursar of his school. The Heazd3epartments are

also involved.

The budget preparation is based on the taafollment of the school.
The main source of revenue is the governmgrant to the school.
Other sources of revenue include: charitable donsie.g. during Inter
House Sport; Sales of farm products; laurghiceremonies, harvest
thanksgiving, cultural group performance; rent frechool bus etc.

The Budget estimate for the school includestimated revenue,
estimated expenditure and estimated surplu¥he revenue estimate
includes: Government recurrent grants, teachsigff salaries, non
teaching staff salaries, rent subsidy, resibditg allowance, science
inducement allowance, entertainment allowanGames master
allowance, leave bonus, NYSC allowance, onerti allowance and
school running grant.

The expenditure estimate includes: personalol@ment, allowances,
running expenses and capital expenditure. e Tgersonal emolument
includes: teaching staff salaries and nonkiegc staff salaries. The
allowances for both teaching and non-teachstgff include: rent
subsidy, transport allowance, utility allowanceneal subsidy,
responsibility allowance. Science inducement allovea entertainment
allowance, games master allowance, leave bonus\&IiBwance and
overtime allowance. The capital expenditure nyasitludes: general
agricultural project and seedings, technicabrkshop and laboratories
equipment, equipping libraries with books and school fence project.
The running expenses include: office statimser library, school
examinations, water and electricity, Games apubrts, general repairs
of furniture, medicalf/first aid, clubs and cmiies, conferences and
seminars, prizes, music materials, contingencies et

The importance of budgeting in the school is teas the revenue for

the school and to know the various sourads revenue. It is also to
disburse the revenue according to regulati@ml to monitor the
expenditure in executing school programmes.
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The principal as the chief executive and oaoting officer of the
school, he has a lot of role to perform pmeparing the school budget.
He determines the running costs. He identifietdyatal projects and

votes money for the projects. The principal alssspnts the budget for

approval to the State’s Ministry of Educatigdhrough the Local
Government Education Authority or District.

The management of the school budget is vesgential in meeting the
objectives of its preparation. Revenue is speot@ing to approval of

the budget. The subheadings are adequately claotrolApplication for

viament is made when necessary; that is peemission to transfer
money from one sub-heading to the other.

SELF-ASSESSMENT EXERCISE
I Briefly discuss “Budgeting in Secondary School”
4.0 CONCLUSION

The issue of costs in education is very artgnt, such that their
respective roles cannot be over-emphasized. Thisather vital area of
school finance.

5.0 SUMMARY

This Unit has discussed the meaning of dilutacosts, concept of
educational costs, types of educational cost, dunzd cost production
function, factors influencing educational costesuef costs analysis in
education and traditional control techniqueéou can read more on
these from the references provided.

6.0 TUTOR-MARKED ASSIGNMENT
I List and explain the various types of Educatiorsts.
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1.0 INTRODUCTION

This Unit is designed to acquaint learnergghwthe knowledge of
resources in education. The types of resourceshendrespective roles

in achieving the goals of education are discusdedian resource and

Personnel management as well as the majorefite of Employees’
performance to Employers are also discussed acapydi

2.0 OBJECIIVES

At the end of this Unit, you should be able to:

. explain the concept of resources in education

. discuss the various types of resources in education

. explain the term “human resources/personnel managem

. discuss the major benefits of Employees’ qrembnce to
Employers

3.0 MAIN CONTENT

3.1 Resources in Education

An education system consists of inputs tlae subjected to a
concesssion process in order to get desirable tutplihe inputs are the

resources which facilitate the attainment educational objectives and
ensure effective teaching — learning procesaesthe school level.
These resources include human, physical, ¢é@antime and other
resources. Finance or money appears to be theimpsttant based on

the assumption that once it is availablel ather resources can be
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purchased. It must however, be observed that huesmurces that will
manage the money is equally important.

In economic terms, since these resources aveays in short supply,
then the need for their prudential and effalc not lisahim be areas
imperative, hence the need for resource management.

Adegboye (2004) categorised education resourcesrdiveé major sub-
headings as follows.

3.2 Types of Resources in Education

1.  Finance: Money in its various forms, includingdband foreign
currency and letters of credit, etc.

2. Human Resources: Teaching personnel, incdudiecturers,
teachers, non-teaching or ancillary personr@nsultants,
resource persons, students and so on.

3. Instructional/Learning Resources:

I Audio-visual Aids: Radio sets, audio cassette/tape recorders and
audio tapes, record players and records,visddm sets, video
assets and video tapes, slide projectors aldes, flip charts,
filmstrips, etc.

i. Graphics: Charts, posters, pictures/photographs, cartoons
graphs, maps,

iii. Print: Textbooks, supplementary readers, referebooks,
fiction books, newspapers, journals, magazines, etc

Iv. Display Materials: Chalk boards, flannel boards, magnetic
boards, etc.

V. Consumable materials:Chemicals, specimens, reagents, writing
materials, stationery, etc.

4. Physical Resources/fixed Assets:

I Land: Site/land housing all the buildings/structuref any
educational enterprise or organisation, incigdi in the cases of
institutions, school farmland as well as sports gawhes fields.

il. Buildings:  classroom blocks, library buildings, officelocks,
laboratories, workshops, hostel/dormitories, ectdries/dining
halls, staff residential quarters, assemblyisfzuditoria, lecture
theaters, etc.

ii. Furniture and fittings: classroom furniture, office furniture,
hostel/dormitory furniture, staff residential quead furniture.

Y2 Equipment: laboratory and workshop equipment, agricultural
science tools and implements, office equipment (gpewriters,
computers, duplicating machines, photocopiersutators, etc).
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v. Machinery:workshop machines and tools, etc.

vi. Vehicles: motor vehicles, motorcycles, bicycles.

vii.  Electrical Infrastructure  Overhead electrical conduction lines,
meters, generating sets, air-conditioners andéms, sundry
electrical fittings, etc.

viii.  Water supply: Extensions to educationastitutions and
establishments, boreholes and/or deep wellaterwtanks and
plumbing pipe lines, etc.

5. Time: Measured in seconds, minutes, $oudays, weeks,
months, years, decades, and centuries.

3.3 Human Resources/Personnel Management

People and their abilities, knowledge and skilstiie human resources
which are the determinants of the success fajlure of every
organisation. In the education sector, tteaching and non-teaching
staff, their abilities, knowledge and skills are #tey resources. Their
management, which requires specialised skitesghniques and
procedures, goes by different appellations hsws human resources
management, personnel management, personneiniattation or
simply the personnel function. These terms are ugerchangeably in
this chapter.

What is Personnel Management

According to Adegboye (2004), human resourags personnel
management refers essentially to the activitgncerned with getting
people in the workplace to give their bdstvard the achievement of
organisational goals. In more specific ternfmiman resources
management is that aspect of the management prabéds deals with

the policies, procedures and practices gomgrnthe recruitment,
selection, training, promotion, compensatiomMieeration and
working conditions of people in an organisati In the process of
carrying out these, a lot of money is incurred.

The London Institute of Personnel Managemé¢h®63) saw Personnel
Management as a responsibility of all those whoagarpeople, as well
as being a description of the work of thos#o are employed as
specialists. It is a part of management whicloiscerned with people

at work and with their relationship within an emiese. It applies not
only to industry and commerce, but to all fieldseaiployment (quoted

by Oshinebo, 1992, p.98)

Similarly, Beach identified personnel management as
the activities of recruitment and employment;
manpower planning, employee training and
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management development, organisation planning,
organisation development, wages and salary
administration, health and safety (at workdenefits
and services, union-management relations and
personnel research.

Flippo (1983) viewed Personnel Management froine angle of
Management, describing it as the planninggawoising, directing and
controlling of the procurement, development, consadion, integration

and maintenance of the individual, organisetio and societal
objectives.

Adeoye (2000) exemplified the functions of a perssrepartment and

the personnel manager as follows: recruitmesglection; training and
development; job evaluation with salaries/wagesmulation of
manpower policies; provision of data for plany and decision
making; co-ordination of performance appraisaggomotion of
organisational communication; industrial relaip personnel research,
health and safety administration, as well as adstration of discipline.

Activities involved in Personnel Management
Arikewuyo (2006) identified the activities thaare involved in
Personnel Management to include the following.

I Recruitment,

il. training,

iii.  performance appraisal,
Iv.  welfare and motivation,

V. compensation systems,
vi.  organisational developing, and
vii.  industrial relations, to mention but a few.

In similar view, Olagboye (2004) indicatedath major activities of
personnel management in education are roughly casegl into closely

interrelated process and outlined in a rough setgherder to include

the following.

I Employment/Staffing

. Training and Development

iii.  Coordination of Staff Performance Appraisals
iv.  Transfers

V. Separations

vi.  core Processes

1. Employment/Staffing: the term employment is used here to
mean the same thing as staffing, which Gordd990) defined as the
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formal process of ensuring that an orgarosatihas qualified workers
available at all levels to cater for itsodgh and long-term objectives.
Staffing is seen by Stoner and Wankel, (1986) e@andéinuing step-by-

step process directed at ensuring that aganisation is supplied with
the right workers, in the right positionsf #e right time. Based on
these definitions, staffing or employment is vievirle as comprising

the following activities.

I. Job analysis

il. Human Resource Planning
iii.  Recruitment

Iv.  Selection and Appointment
V. Induction and Orientation

I Job Analysis is the process of systematically ascertginithe
skills and knowledge needed for the perforceanof specified
organisational jobs, based on the tasks that mplsaich jobs.

. Human Resource Planningalso known as manpower planning,
on the other hand, involves the determinatibnthe appropriate
number of workers of different types and egaries, with the
required skills and knowledge that an orgatios, say the
school system, will need over a period of time ragdgrom one
to two or even more years. Human resouptenning in a
ministry of education for example produces jmactice, a
schedule showing the number of additional persotinatiwill be
required in succeeding financial years. Thehedule is usually
made part and parcel of the annual budgé&erev it is known as
the permanent or approved staff establishm@lagboye,
2000a:14-24).

iii. Personnel Recruitment in Education and Cost Implications. In
carrying out recruitment exercise to fill &g vacancies in
Nigerian secondary schools, teachers’ salariesjmenation and
retention among others which are essentiatofa in personnel
management must be considered. According tike®uyo
(2006), one of the most important function$ personnel
management is the recruitment and selectién qoalified staff
into an organisation. Gomez-Mejia, Balkin darCandy (2004)
described recruitment as the process of géngr a pool of
qgualified candidates for a particular job, ileh selection is the
process of making a “hire” or “no hire” des regarding each
applicant for a job. The process involvdstermining the
characteristics required for effective perfonte and then
measuring applicants on those characteristictlitimately, the
aim or recruitment is to attract qualified job cefades. Perhaps
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unqualified applicants need not be interviewedllat Hence, in
order to avoid waste of fund, recruiting efforteshl be targeted

solely at applicants who have the basic qualifa&ifor the job.
However, the more additional staff membere aecruited into
education, the higher the cost incurred.

Olagboye (2004) defined recruitment as albsth activities that
are directed at securing, in a cost effectiway, an adequate
supply of possible candidates or applicants fill the additional
positions needed by an organisation as datedn through
manpower planning. In the education sectohe t
candidates/applicants are usually located tilrowadvertisement
in the media, visits to educational institutionsl &ven by word

of mouth. Recruitment is usually followedy kthe process of
short-listing or picking from the total number gficants, those
who appear, from their application letters/fornasbé worthy of
interview.  The short-listed applicants areert invited for the
interview.

Recruitment could be done both internally aegternally.
Internally, current employees may be encouwtade apply for
higher positions within the organisation. Sudatternal
recruitment gives staff the opportunity to veointo the firm's
that would require to be filled later. Ratment could also be
done eternally. In this case, openings may beréided on both

print and electronic media, as well as on the heer

Recruitment could also be done through socmmsultancy and
employment agencies. This could be effective,i@agrly when

the organisationis searching for an employeih a specialised
skill. ~ One major advantage of the employmeygencies is that
they often seek for candidates who are ptgseemployed, and
not ones looking for a new job, which indicated thair current
employees are probably satisfied with themThe recruitment
process also involves the selection of thghtr caliber of staff.

This also involves a series of steps through wjabhapplicants

must pass in order to be hired. Each stage prghablces the

total number of prospective candidates urhke right
candidate(s) is employed.

Selection and appointment: Selection is the process of
choosing from the short-listed candidates e(aftheir interview)
those most likely to be suited for the ja&i hand, by assessing
their personnel specifications against theultes of job analysis
(job specification) through either or both of psgidyical testing

and selection interview. The selection processids with
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choosing from the selection field the cantkda adjudged to be
the most suitable, based on their relievafopmances at the
interview and/or psychological testing. In Nigetiae selection

process may ultimately involve the applicationtod principle of
geographical spread in terms of local, state cerf@dcharacter.

In selection, preliminary screening of candidatesy be carried

out. This involves going into records, dasheets, curriculum
vitae, and so on. Testing may also berodhtced and this
involves the examining of human resources for gealrelevant

to performing available jobs. Some of thests usually used in
the selection of employees are: aptitude, achiemgmecational
interest and personality tests. It behooves thsdPaeel Manager

and the organisation to determine the type ofttestis relevant

to the kind of recruitment, they want to make.

Some form of oral interview is also adopted after tandidates

might have passed the earlier tests. Tkcton interview
enables the organisation to find out more abouagicant and

vice versa. It provides opportunities fooneersation between
the applicant and the organisation. The negatwseguences of

poor hiring decisions according to Gomez-Mejial¢dR@04) are

very grave. Such poor decisions are likely to equeblems as
unqualified workers may require closer supmoni and
direction. They may also require additional traghand still not
reach the required level of performance.

The selection process is usually followed bty issuance of
letters of appointment to the selected candidagabdo Personnel
Management Department. The appointed persomne next
deployed to take up the positions for which werzuited in the

first instance.

V. Induction and Orientation: The activities by which new
employees are introduced to the job, theamisation and other
employees and provided with information on the arggtion in
order to integrate them as quickly and effectiadypossible are
usually referred to as induction and orientatiohhough, the two
terms induction and orientation are often dusgynonymously,
induction is more often used to describe the cergniby which
newly qualified professionals such as accoustaand medical
doctors are usually officially admitted into theofassion. On the
other hand, orientation in the education @egectaccording to
Olagboye, (1989:329), is the systematic omggional effort
aimed at assimilating newly appointed persbnire order to
minimise their problems, and to maximise rtheontribution to
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the quality of the work of the organisation (susltlae school or
school system) and the achievement of asgdon goals. In
essence therefore, orientation in the educatsector is the
introduction of newly appointed staff to thebjectives, policies
and practices of the education enterprise andetio plosition and
tasks as workers in the enterprise, withviaw to easing their
entrance into it. Thus, the purposes of orientat@anong other
things, are to:

a. assist new employees in adjusting smoothly the organisation
and the job;

b. provide specific information to new employees the
organisation (e.g. educational institutions, patass, etc.), their
job or tasks in it and the performancepested of them, their
colleagues, clients and so on;

C. show new employees the workplace, includidge tavailable
facilities (for example, classrooms, laboratgridgraries, sports
and games fields, equipment, instructional aids) et

It has been suggested that newly appoint&df dor the school
system be first given post-recruitment orientadthe ministry

of education, TSC, SPEB and LGEA levels befaheir
deployment to the schools. A second andremelaborate post-
deployment orientation which will take intoonsideration local
conditions, to be organised under the directionsupervision of

individual school administrators, should then fallat the school

level (Olagboye, ibid).

It is worth noting that the orientation which fregbuth Coppers

go through before their formal deployment asdmmencement
of service has the general characteristicscridzed above. It is
however focused on smoothly transiting coppémsm the
protected life in higher institutions to theealities and
practicalities of working life and labour rkat, as well as
integration into the various communities tohiethh they will be
posted.

2. Personnel Training and Financial Implications

It may not just be enough to recruit thealdied staff, it is also
necessary to ensure that the members off stef given the necessary
training. This also varies according to theb specification of every

worker. Training, according to Certo (19973 the process of

developing qualities in human resources thall enable them to be

more productive and thus contribute more dwmanisational goal
achievement. The purpose of training is d&dgn to increase the
productivity of employees by influencing their betwaur. It should be
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emphasised however, that the training given to eygas varies in type
and extent and according to the nature and sKililseojobs involved, as

well as the experience of the employees @omd. According to
Makinde (1992), the Personnel Manager collectsrimétion in the area

of the training through discussions with other leafdldepartments and
other documents available in the organisation. fé&dimi (1992) also

sees the aim of training as to equip individualhwhe necessary skills

to enable them to find employments, to garomotion and to have
reasonable expectation of redeployment in the evftieir being made
redundant.

The first step in the training process ise tdetermination of training
needs. It involves the information or skidreas of an individual or
group that requires further development ircréasing the productivity

of that individual or group. It should also be ewthat the training of
organisation members is typically a continuilgtivity, to the extent
that even employees who have been with the orgaomisi@r some time

and who have undergone initial orientationd askills training need
continuous training to improve their skills. After determining the
training needs of the workers, the PersonMdanager now designs a
training programme aimed at meeting those needs.

Training of the employee begins with the entation programme.
Orientation is the process of informing themployees about what is
expected of them in the job and helping dope with the stresses of
transition (GOmez-Mejia et al, 2004). Orgdiin therefore, involves
introducing and guiding the new employees to tlyanisation and the
various units. It is important that new employbesome familiar with

the company's policies, procedures and performaxgectations.

Training of workers could be done formally. This may be done in
various ways, such as through evening classesision courses for
examinations of professional bodies, sandwichpart-time courses in
Universities and training institutes, as well a®tlgh a sponsored full-
time course in tertiary institutions. On-bbé-training is commonly
used by more organisations. These may imvoattending workshops,
conferences and seminars that are relatedth®o employee's job.
Oshinebo (1992) further suggested the follgwias different methods
of on-the-job training.

a. Coaching, i.e. the trainee is put under theidance of an
experienced employee who shows the trainee how tbeljob.

b. Job rotation, i.e. the trainee is given sevtad in succession so
as to gain experience on a wide range of activities

c. Temporary promotion, i.e. an individual is promotetd his/her
superior's position whilst the superior isseatt, due to some
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reasons. This gives the individual a chartoe experience the
demands of a more senior position.

d. Assistant to, i.e. a junior officer with gbopotentials may be
appointed as assistant to another top officer.

In this way, the individual gains experience obwhthe organisation is
managed at the top. Committees, i.e. trainimight be included in the
membership of committees to enable them to gainuanérstanding of
inter-departmental relations. It is howevenyggested that management
should evaluate every aspect of a trainimg determine if it meets the
needs for which it was designed.

3. Performance Appraisals

Performance appraisal or evaluation is thestesyatic process of
assessing the present performance of workerstheir jobs and of
making forecasts, based on the results, altbeir future performance
with a view to assisting organisational decis on promotion,
upgrading, training and transfers.

Even after the workers have been recruited, selextd trained, the job

of Personnel Manager is not yet over. The stadflsdo be appraised

and evaluated from time to time. McGreg972) provided the
following reasons for performance appraisal:

I. To provide systematic judgments to supportarga increases,
promotions, transfers, demotions or terminations.

il. Provide a means of telling subordinates htvey are doing and
of suggesting needed changes in behaviour, atsifugdls or job
knowledge

iii. To allow subordinate know where they stawith the boss; and
to furnish a useful basis for the coachiagd counseling of
individuals by superiors.

In addition, Makinde (1992) provides the dwling reasons for
performance appraisal.

I To improve the management of staff resourdss helping
employees realise and fully utilise their potenivaiile striving to
achieve organisational goals.

il. To provide Managers the information necessémy decision-
making in several areas of Personnel Managenie.g.)
promotion, training, discipline and so on.

Gomez-Mejia et al, (2004) further opined thatost organisations
conduct appraisal for administrative and / development purposes.
Administratively, performance appraisals areeduswhenever they are

159



EDA 915
EDUCATION FINANCE

the basis for a decision about the employee's wonklitions, including
promotions, termination and rewards. Developmeugak of appraisal,
which are geared towards improving employepsiformance and
strengthening their job skills, include counselamgployees on effective
work behaviours and sending them for training.

The question of what to appraise in any keor varies from one
organisation to the other; as well as from jobotm. ] Thus, the appraisal

of a classroom teacher may be different frahat of a University
lecturer.  However, most public sector orgations in Nigeria base
their appraisal criteria on the following: foresight; penetration;
judgment; oral expression; relations with eafjues; relations with
public, acceptance of responsibility; reliabilityder pressure; drive and
determination; application of professional/teéchh knowledge; output

of work; quality of work; punctuality and so on.

3.4 Benefits of Employees’ Performance to Employers

In a study, Cardy and Carson (1996) examirtbd benefits of
performance from the perspectives of the employaevwenumerated as
follows.

I Despite imperfect measurement techniques, ihaay
differences in performance can make a diffeee to company
performance.

ii. Documentation of a performance appraisal and fegddivay be
needed for legal defense.

lii.  Appraisal provides a rational basis for comdtng a bonus or

merit system.
iv.  Appraisal dimensions and standards can helpiniplement
strategic goals and clarify performance expectation

Despite the traditional focus on the indiafu appraisal criteria

can include teamwork and the teams can e focus of

appraisal.

On the other hand, the employees viewed Mbemefits of performance

appraisal as follows.

a. Performance feedback is needed and desired.

b. Improvement in performance requires assessment.

C. Fairness requires that differences in perfowea levels across
workers be measured and have an effect on outcomes.

vi. Assessment and recognition of performance Idevean motivate
workers to improve their performance.

160



EDA 915
MODULE 3

The measurement of appraisal varies from one osgtan to the other.

In addition, numerous techniques abound in liteeatar measuring and
appraising staff. ~ Whatever the instrument technique used, the
Personnel Manager must ensure an unbiased famd judgment of all
staff, irrespective of sex, age, status, ethniebgious affiliation. Itis

by so doing that the goals of performance appragbbe achieved.

Wages and Salary Administration

A staff expects to be paid for the job done atriq@#ar point in time.

One of the majortasks of the Personnel Mameent is to ensure that
the staff are paid their entittements as amben due. This may be in
form of salary, fringe benefits, personal &mments, retirement
benefits, pension allowances, welfare packagessarm. As a matter

of fact, experience has shown that one lo¢ tmajor causes of conflict
between the employer and labour is the duesibf salary and
conditions of service. Adeoye (2000) further aeskthat an effective

salary administration has many well-definedalgp some of which are
as follows.

I Provision of a systematic determination of uitple
compensation for the workers.

il Control of salary costs by the organisation.

lii.  Reduction in staff turn-over.

iv.  Motivation of staff to enable them to perforat an optimum
level with the provision of financial and non-financial
incentives; and

V. Promotion of employee-employer's relations.

Thus, wages and salaries' administration is ainhattracting workers,
retaining the good and productive ones, as wathatsvating them for

higher productivity. No doubt, a good swlastructure helps to retain
any workforce. Makinde (1992) contended that tdhie effectively the
Personnel Manager must take into considerationfmjor components

of a salary structure. These are: the jate rwhich relates to the
importance attached to the job; payments ciestsal with the
encouraging the employees or groups, by rewardiegtaccording to

their performance; personal or special allowansss@ated with such
factors as scarcity of particular skills @ategories of employees, long
service; and fringe benefits, such as holidays i, pensions and so

on.

4. Transfers

In the context of the public and civil sees of the country, the term
transfer, which is a function of personnel managengenerally refers

to the approved movement of an employee frome office or job,
position, department, ministry or even servide another. In general
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terms, transfers serve one or more of the follovpagposes:

I giving employees wider job experience as paft their
development;

ii.  filling vacancies as they arise;

lii.  keeping promotion ladders open in order teegk employees
interested in the job;

Iv.  moving poorly performing employees to @thjobs as an
alternative to separation.

Outside of these fundamental purposes whicmsters serve in
personnel management, certain compelling reasoke tha transfer of
personnel a necessary and regular exercisethen administration of the
school system. Some of these reasons include,@otbers the need:

I to correct over staffing/under staffing in schools;

. to adjust the staffing  position in schooé&& may be occasioned
by enrollment decreases or increases in some s;hool

lii. to diffuse tension in schools experiencingtederation in inter-
personal relationships;

iv.  to relocate troublesome or poorly perforgn personnel for
reassessment and further observation;

V. to relocate personnel who have stayed foo tong in a school
and whose productivity may be diminishing;

vi.  to meet legitimate requests for transfer bgspanel.

Forms of Transfer

There are three common forms of transferanaterial transfer,
promotion and demotion. Lateral Transfer is therapgd movement of

an employee from one position or office &mother at the same level,
which may or may not be accompanied by gbhanin duties or
remuneration.  For instance, school heads #wmthers in public
primary and secondary schools are in practice lysoadved from one

school to another from time to time. Other formateral transfer in

the public education sector include in-cadransfers or conversions
such

Promotion

Promotion is an approved movement of an employae & lower to a

higher position in the hierarchy which isuakly accompanied by an
advance in salary, status and authority. Promotioay or may not be
accompanied by a change in duties and rediiies such as in the
case of a classroom teacher who is promdiedn, say, Education
Officer Grade Il on GL 08 to Education Officer Geatl on GL 09. All
employees in the public education sector wiadl within the field of
selection for promotion, i.e., those whosepaaptments have been
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confirmed, who are not under any disciplinaagtion and who have
spent the required number of years on their cupests, are normally

put forward for consideration for promotion at e@cbmotion exercise

which, by the provision of Decree 43 of 1988, isl@maken twice each

year.

The variables upon which promotion is basedre reduced to
quantifiable criteria weighted into a maximuwf 100 by the decree
referred to above initially, the variables qoised performance/APER
scores (50), Interview (30), Additional Quiition/Examination
Passed (15) and Relative Seniority (5). Theseraiivere later in 1995
reduced to three: Interview (65), PerfornredlAPER scores (30), and
Relative Seniority (5).

The weight of each of these criteria hascei then varied over time,
such that by 1998 it had become: InterviéW0), Performance/APER
scores (20) and Relative Seniority (10). sd&h on a 1998 guideline
issued by the Federal Civil Service Commissionaerall pass mark

for promotion is 60% in all cases (FRN, 1988, 19508).

Demotion is the approved movement of an employam® f higher to a
lower post in the hierarchy, usually as esuit of recommended
disciplinary measure. Demotion is usually accongxaby a reduction

in salary, status and authority and may alsolirera change in duties
and responsibilities of the demoted employee.

5. Separations

The various personnel management departments edigation sector

are responsible for processing the separation disengagement of
educational personnel from the service. Bgparation or
disengagement is meant that process by wldoh employee leaves or
relinquishes his  job. Five common forms  of
disengagements/separations are:

Retirements
Terminations/Discharge
Dismissals
Resignation/Withdrawals
Deaths

akrwNPE

=

Retirement may be voluntary, i.e. at the instarfdd®employee

or it may be involuntary, that is, at the instant¢éhe employer.
Voluntary retirement describes the process wheasbgmployee

on his own volition opts to stop working at his jolthe service

either because he has attained the retirensgyg of 60 years or
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because he has put in a maximum number3®9f years as
prescribed by the relevant public serviceesul It could also be
because the employee may be retired by diigployers for a

verity of reasons.

Termination is the process by which an employegrimges an
employee from service for reasons of re-oiggionN,
unsatisfactory performance or some other reaso Such an
employee may or may not be entitled to gtat By gratuity
here is meant the Ilump sum of money whish paid to an
employee disengaging from service. If thppantment
terminated is temporary, the worker will nallpm be paid a
month’s salary in lieu of notice. If however itapermanent and
pensionable appointment, the pension rules willyapp

If the worker qualifies for pension, then his let termination

of appointment will serve in place of a notice efirement letter.
Pension refers to the sum of money which pgid monthly to a
public service worker who has retired from service.

Discharge from public service is similar termination of
appointment, except that it is only applieabto a non-
pensionable appointment in which the appointess been
adjudged to9 be general unsuitable for further pctide tenure.

The process by which a public service emgdoyis separated
from his job with no benefits as a resaf proven misconduct
after due process is known as dismissal. nceOa public service
worker has been dismissed, he forfeits eventitlement that
would normally have been due to him otheewis An employee
could also leave public service by resigmatior withdrawal of
service. Resignation of appointment meansingi up a job at
one's own volition especially when the appoent is still
temporary or on probation rather than permanand
pensionable. In resigning, the worker must giveamth's salary

in lieu of notice if he has served lessanthfive years, in which
case he is not qualified for gratuity.

Withdrawal of service is the term used to desctitl@evoluntary
disengagement of public service worker whgsermanent and
pensionable appointment has been confirmed andnabcerved

for up to five but less than ten years. Such &erois qualified

for a year's salary as gratuity on withdrlawa Finally, a worker
may, singularly, exit from an active service, byywad death.
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Welfare of Workers

The welfare of the workforce in an organisatioan®ther major task of
the Personnel Manager. Various studies have shioatra worker who

has access to many welfare services withie brganisation could be
highly motivated. @~ The purpose of Welfare ng®s, according to
Ojofeitimi (1992) is to:

I. Provide personal advice and assistance to indilsgdaad
. Encourage a positive relationship betweenitidkvidual and the
organization by providing extra security and cortgor

Among the welfare services that could be mtedi by an organisation
for its workers include: adequate retirememtd pension scheme,
medical services for workers and their dependamisgelling services

a recheck or nursery school for staff childrenioidi cars, end of year
bonus and so on.

Also Okunola (1990) summarised the socialpoesibilities, which all
employers owe to workers as:

And in a study, Akinola (1995) establishedatt occupational welfare
programmes in work organisation lead to job satigfa with positive
externalities on workers' efficiency, productivigd commitment. For
the teaching profession, Taal (1995) quoted Coosrdisaerting that if
teaching and learning are the beginning and etiteof the educational
process, then all matters that bear on wndfare, professional
development and effectiveness of the teachmrst be of prime
importance. But in another study, Arikewuy@00) discovered that
teachers in Nigeria considered their salanystructional facilities,
transportation and accommodation as well #&f sperformance
appraisal as fairly adequate. The teachersveber, felt that medical
facilities were not available at all for their weslé.

All these point to the fact that welfare of staffviery germane in every
organisation and any organisation that neglectswtdfare, cannot get
higher productivity from the labour force.

Industrial Relationship

This is another tough task of the Personnel Manadgédre establishment

of an excellent and cordial relationship begw the Management and
the workforce arguably is a major assignmentBasically, industrial
relations deals with everything that affedise relationship between
workers and employers, from the time an eyg¢ joins the work
organisation until he leaves the job, FajafZ900). The Manager
should be in a vantage position to creategad communication link
between the organisation and the workers. Exdsitelustrial peace in
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an organisation would ensure increased pramtuctand high level of
productivity among workers. It is the respibility of the personnel
Manager to ensure that regular negotiatiomsl aollective bargaining

mechanism exist in the organisation in order taucedconflict. In order

to ensure industrial peace Iin the organisati®jofeitimi (1992)

suggested as follows:

The Personnel Manager and his staff must corigaten in depth with
representatives of organised labour,..... mosike sure that proposed
changes in conditions of employment are comioaited to the Union
reps, and the provision of enough time toabde the Union leaders to
seek the employees' attitude to the proposhdnge. The Union reps
have to be encouraged to bring their recontagons concerning
changes in conditions of employment to thigersion of the Personnel
Management.  The economic prosperity of theterprise, its future
employment plans, whether the news is goad bad, should be
communicated to the Union leaders. Abové #he Personnel
Management have the responsibility of incuhgatin both the
employees and management a healthy respect fothbes viewpoint

and a desire to take whatever course of actiomtisa best interest of

the employees and the shareholders. If the orgamnsis a member of

an employers association, then, the Personnel Marshaguld represent

the organisation as the activities of the Assooia{pp: 84-85).

SELF- ASSESSMENT EXERCISE

I Identify and discuss the activities involvad Personnel
Management

4.0 CONCLUSION

Resources in Education are very scarce. So, thiabla ones need to
be effectively and efficiently managed to iagk the goals of
education.

5.0 SUMMARY

The chapter tried to examine the elements of Peddvlanagement. It
discussed the definitions and concepts ofsd®erel Management, as
well as the major functions of Personnel managemedtthe personnel
department. This list is however, not exlimas The functions of the
Personnel Manager are very many. Theseudecl Control and audit
functions, industrial research, personnel m@&ormanagement
organization, development and career planningt behooves every
Personnel Manager to study these functions properthat the goals of

the organisation may be achieved.
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6.0 TUTOR-MARKED ASSIGNMENT

I Discuss extensively on the essential benefifs Employees’
Performance to Employers.
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MODULE 4 FINANCING HUMAN MANAGEMENT IN

EDUCATION
Unit 1 Human Resources and Human Capital
Unit 2 Resource Allocation in Education
Unit 3 Education and Economic Welfare
Unit 4 Cost Effectiveness and Benefits Analysis, difficy and
Productivity
Unit 5 Measures for Reducing Unit Costs of Education @her

Uses of Cost Analysis
Unit 6 Analysing Cost Behaviour

UNIT1 HUMAN RESOURCES AND HUMAN CAPITAL
CONTENTS

1.0 Introduction

2.0 Objectives

3.0 Main Content
3.1 Definition of Human Resources and Human @apit
3.2 Classification of Labour Force
3.3 Importance of Human Resources
3.4 Human Capital
3.5 Means of Human Resources

4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment

7.0 References/Further Reading

1.0 INTRODUCTION

This unit examines the conceptof human nmessu and human capital
with emphases on the definition of human resouaceishuman capital,
classification of labour force, importance dfuman resources, human
capital, meaning of human capital formationd ameans of human
capital formation. The units objectives artatexd below to acquint the
learner’s with what they will learn in this unit.

2.0 OBJECTIVES

At the end of this unit, you should be able to:

. explain the concept of human resources and hunjatata
. explain the classification of labour force
. state the importance of human resources
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. discuss human capital formation
. explain the means of human capital formation

3.0 MAIN CONTENT

3.1 Definition of Human Resources and Human Capital

Harbison (1973) defined human resources as dmergies, skills and
knowledge of people which are, or which posdly can or should be
applied to the production of goods and s&wi In the same vein,
Tobias (1969) defined manpower as people, humanitysociety with

all its aspirations, needs, and capacitiebie Tiotal population of a
country constitutes its human resource pakntiThus, Nigeria had

human resource potential of 55.7million in 639 based on that year's
national population census, and 88.9million in 188%ed on the year’s
population census.

3.2 Classification of Labour Force

Potential labour force: These are the people who are within the
working age, which currently refers to thé&d + 60 year age group in
Nigeria and 18-65 year age group in someeldped countries. Thus,
the quantity of the potential labour force changesrtime due to some

factors, which include changes in the workiage. Potential labour

force statistics is useful for planning socio-eanimdevelopment.

Active Labour Force: The active labour force includes all those within
the relevant age range, who are able andgilb work regardless of
whether or not they are employed. This implies thase unemployed
who are looking for work are very much in the aetiabour force. To
obtain the active labour force, we subtrdotm the potential labour
force four categories of people as follows.

I Full-time house wives not engaged in remuneratativiies
. People who are physically and mentally incapaditate

iii.  Students and full-time trainees

\2 Persons who, for any reason, are not interesteaik.

Actual Labour Force: This refers to the actual number of people that
are really engaged in productive activities. Theder-age” and “over-
age” i.e. the children below the age of &Bd the retired people who
engage in productive activities should be addezttive labour force to

get actual labour force.

3.3 Importance of Human Resources

1. Availability of skiled manpower is a pre-atition for
modernisation in general and economic growth itigaar
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2.  The quality of labour in terms of brainpower, teiciahexpertise,
scientific, disposition, and effective utilizat determine how
other resources (capital goods, finance aradural resources)
could be effectively used and what the results dda.

3. Capital and natural resources are passive agentsvefopment.

Only human beings are the active agents esititey alone are
capable of accumulating capital, exploiting natueslources and
building political and social organisations.

Late President John F. Kennedy of UnitedteStaof America in 1963
had this to say, “Manpower is the basic resoutds.the indispensable

means of converting other resources for nratiki use and benefit.

How well we develop and employ human skibse fundamental to

decide how much we will accomplish as a nation. Maaner in which

we do so will moreover, determine the kind of natiee become”.

This is a general pointer to the words Idarbison (1973), which go
thus:

“...human resources, not capital nor incomey noaterial
resources constitute the ultimate basis foe twealth of
nations. Capital and natural resources arssipa factors of
production, human beings are the active agewho
accumulate capital, exploit natural resourcésild social,
economic and political organisations and caforward
national development. Clearly, a country whi¢h unable to
develop the skills and knowledge of its gdeomnd to utilise
them effectively in the national economy wile unable to
develop anything else”.

Manpower refers to both the quantity of pdeomnd their skill-content
acquired through education, training and experience

Manpower in the economic sense, is the mamag scientific,
engineering, technical, craftsmanship and otls&ills which are
developed and employed in creating, designamgd developing
organizations, managing and operating prodactand service
enterprise and economic institutions” (Yesufu 1962)

3.4 Human Capital
Irving Fisher defined capital as any stock exgstih a given time that
yields a stream of services overtime, albwB of “income” therefore

being the product of some item of “capitalhose value is calculated
by capitalizing the income flow by an appropriaigcdunt rate.
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Karl Marx in Das Kapital argued that all pgal consisted entirely
labour that had been expended in the pasttording to him, capital
was nothing more than stored-up labour from the. pas

Samuelson (1964) defined a capital good as an,imghcth is itself the
output of the economy. Capital goods theeefaepresent produced
goods that can be used as factor inputs for fughzatuction. Thus, an
important notion of capital is that it has be produced, and some
factors of production — land, labour and somapital themselves have
to be employed for this purpose.

How do these definitions relate to human iteép Samuelson
expatianting further on the concept of humeapital noted that the
process of education consists of investing pgeople, thereby making
them more productive factors of further prattn. As he explained,
when you see a medical school graduate, wo® in a certain sense
looking at a chunk of capital or at an economiadoiciion factor that is
partially capital. Extending this line of ssming, Mikeshell (1968)
observed that when we begin to think inmterof human capital and
investment in man, the improvement of mancobges not only
objective, but the principal means, of expagdand enriching social
product.

The “capital value of man” is the stock of capé@mbodied in people.
These are investments that human beings makethemselves to
improve their quality. Education, onthe joaiming, health, migration
and some other activities are means wheregbyestments in human
beings are undertaken. The consequences atatdn in the sense of
skills embodied in people may therefore bewed as human capital
which is not to say that people themselves aregoegated as capital.
Maintenance and improvement of skills may been as investment in
human beings.

Smith (1976) provided a justification for oesces put into education
and investments that yield benefits both ttee individual and the
society, by drawing an analogy between mard anachine that an
educated man may be likened to an expensive madhemcluded all
acquired and useful abilities of the inhatiiéa of a country as part of
capital. According to him, “The acquisitionf such talents by the
maintenance of the acquirer during his edooat study or
apprenticeship, always costs areal expenseichwis capital fixed and
realised as it were in his person”. Suclosts of a real expense” do
provide returns. Again as rightly observed, i$ no accident that
educated people tend to earn more than thegbout education,
without the promise of some monetary retdrom education roughly
comparable to the ordinary profits of an &y valuable capital, the
supply of educated people would eventually dry up.
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He went further to differentiate between ptev and social returns
education by saying that “these talents heytmake a part of his
fortune, so do they likewise of that of thsuntry. Among other
classical economists who appreciated the concemimofain capital were

David Ricardo and Alfred Marshall. Ricaro (1817}ewthat workers’
outputs vary according to the level of acquired aatliral capabilities

and that their rewards vary accordingly. Maik (1890) accepted
Adam Smiths analogy that the acquisition sKills by man might be
likened to an expensive machine. Marshall, thusyed education “as

a national investment”, and according to him “tmeost valuable of all
capital is that invested in human beings.

3.5 Means of Human Capital Formation

The following activities are identified formproving human
capabilities:

1. Formally organised education at the elementasgcondary and
higher levels such as polytechnics and universities
2. On the job training including apprenticeshipystem organised

by employing institutions or the old stylendigenous)
apprenticeship system undertaken through craftsman

3. Study programmes for adults that are notawised by firms,
including extension programmes notably in @agture
adult/continuing education and literacy class@hese are self-
improvement efforts pursued through reading learning
information from others

4. Health facilities and services broadly conedivto include
expenditures that affect life expectancy, streragith stamina and

vigour and vitality of people. In essenceettér Medicare,

to

nutrition, accommodation, and environment caffect human

capabilities.
5. Labour market information, which can be pasdd to show

where there are job opportunities and carpesspects can

enhance labour mobility

6. Migration of individual and families to adjuso changing job
opportunities. As Schultz (1962) observed, ¢Miion is also
treated in this way because analytically asphaced resource
equivalent to a less productive resource propedgted. Hence,

is

the expenditure incurred in order to relocajeographically can

enhance labour productivity
7. Better organisation of work, creation of apprate attitude and
incentives and better management of people

8. Importation of skilled labour from abroad dbgh various ways
such as technical assistance, hiring of edgtas or consultants

and immigration

172



EDA 915
MODULE 4

9. A family can increase its investment in childrenibgreasing the
number of children (quantity) or by increagirthe resources
invested in existing children (quality). Asbserved by Ojo
(1985), a family’s preference usually affectise type or quality
of its children. Thus, when children enter schddha age of six,
significant differences exist in their levelsf verbal and
mathematical competence. Such differences atefkeariations in
inherent ability and the amount of human capitguaed before
children enter school. The stock of humarpiteh acquired by
children is due, in turn to varying inputsf time and other
resources of parents, siblings and the children.

4.0 CONCLUSION

Human Resources and Human Capital are imporeeas in school
finance. A lot of capital expenditure is investedibuman resources for
efficienct realization of the goals of ediucat More money is needed
to train teachers on-the-job for more quedifions and experience, to
organize seminars and workshops for them a&mndservice their
promotions among others.

5.0 SUMMARY

Human capital formation or human resource develaopnsehe process

of acquiring and increasing the numbers of peogie thiave the skills,
education and experience that are criticat the socio-economic
development of the country. Human capital nfation is, therefore,
associated with investment in human beingsl dheir development as
creative and productive resources. It cover only expenditure on
education and training but also the develogmef attitude towards
productive activities.

6.0 TUTOR- MARKED ASSIGNMENT
Discuss the major classification of labour force.
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1.0 INTRODUCTION

This Unit is practically designed to enable theheas have knowledge
of resource allocation in education. The ress are expected to have
detailed knowledge of such areas as the concepésofirce allocation

in education, types and relevance in educatiorregources as well as
factors affecting resource allocation in education.

2.0 OBJECTIVES

At the end of Unit, you should be able to:

. discuss in details, the concept of resource alimeah education
. explain the types and relevance of educationaluress
. explain the factors affecting resource allocatimeducation

3.0 MAIN CONTENT

3.1 Concept of Resource Allocation in Education

In Economics, resources are scarce and kimite relation to human
wants, since these resources have alternativesasl Brice mechanism
under a condition of perfect competition ulsuasecures an optimum
allocation of resources. Considering thesetsfaeducation can be
viewed as an individual want, a merit want or aaoeant. Education

as a private/individual want can be seen ascommodity, which an
individual demand because of its utility. Educatésna merit want can

be defined as want which could be servigbdough market forces or
price. mechanism. Education as a social weah be defined as those
services, which may not be required by imdlial personally, but
nobody is excluded from it.
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According to Kelly (1992), price mechanismncanly be an effective
means of allocation of resources in condgioof perfect competition,
where there are many sellers and many buyers artewihe market is

free for all to enter without any hindranceln the real world with
respect to goods and other services, pertamnpetition rarely exists,

and so with regards to education we can hardly @ech situation to

be exception rather than the general rule.

Looking at education exclusively as a prifiatividual want, (though
this may not be right), there may still be the nEdublic policy to be

called into play in order to help the priceechanism to adjust supply
and demand because of a number of reastinghe demand for
education is so high and the supply is thohi in terms of schools
available in an area, the agency providifg tservice is entirely on
Government needs to build more schools or peosithsidy to private
proprietors in order to reduce the price @flucation. In this way,
government would have interfered with theoadtion of resources to
the benefit of the people.

According to Ojo (1985), the other reason why gowant may have to

interfere with the provision of education isecause of its social
implication. If education is regarded as avagie want, it is left to the
market forces of supply and demand to datermthose who can
purchase it. It is likely that the price will beghiibitive to many people.

This situation is likely to lead to socialissatisfaction amongst the
generality of the population. Another factarising from this is that
those who provide education facilities mighttificially create high
price of education. Proprietors of schools provide additional facility

or the other to justify incessant increases inféles charged in private
schools. Depending on the elasticity of demandesasihess of entering

into the line of production, prices of sudpods will be high and so
monopoly profit is earned. The point beingada is that, condition of
perfect competition is unlikely to exist with resp& education so as to

permit price mechanism to perform the funttiof an efficient
allocation of resources.

Olagboye (2004) explained that government dobly direct official
control of prices and services that are teelato education, or through
fiscal measures, influence the efficient adbimn of resources to
education. Education received in this manner caregarded as a merit
want. From analytical point of view, theraeaconvergent points in
considering education as a merit want and aassocial want. However,
lines of demarcation can still be drawn lesw them. This presents
some implications for educational policy maketo ask certain
qguestions, at certain point in time. Is editon of funds to education
not being disappropriately made to the detrimerdtbér sectors of the
economy?
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3.2 Type and Relevance of Educational Resources

Olaghoye (2004) identified the types and vatee of educational
resources as follow:

Education Resourcesare the sum total of the input that goes into the
education system. They are all the thingst tlare used directly or
indirectly for the purposes of supporting,ciligating, influencing or
encouraging transmission or acquisition of Wiedge, competence,
skills and know-how. Essentially, they are usedafiod as well aid the
education and training of the learners. Etopal resources include:
financial, material, physical, human, symboland education resource
centres.

Financial Resources: these are the monetary inputs available #od
expended on the education system. These ustally referred to as
expenditure on education.

Physical ResourcesThese include buildings, classrooms, laboratories,

libraries, hostels, administrative staff officetechnical equipment,
reprographic equipment and other physical tpldke machines,

vehicles, computer sets, typewriters, dupli@atiand photocopying
machines.

Material Resources: These refer to usable and consumable tasili
like time, programmes, policy issues, curticn) textbooks, maps,
timetable, furniture, lesson notes, diarieggisters, chalk, chalkboard,
electricity, stationery, biros, pencils, and others

Human Resources: These refer to students, teachers, adnatiger
staff, supervisory staff from the ministry aofducation, guidance
counselors, school managers and others.

Symbolic ResourcesThese refer to things that go into the educational
process to fashion out trained or educatesple which include not
only human and material resources but alsdicips, ideas and
information package or knowledge system caingjs of universal
principles, theories and skills that are the sawszyavhere.

Education Resource CentresThese include audio-visual aids centres,
language centres, media resources centres, pidshciés, science and
mathematics resources centres which are \aidl to the teaching
learning process.

Resource Allocation: Allocation of resources is the distributioof
resources to all sectors of the economy rdoog to sectoral needs.
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Resource allocation in education refers tow hthe available resources
are distributed among the different levels of etioceand within each
system of education. That is, how resoureee allocated to primary,
secondary and tertiary institutions. The pmnamotive of resource
allocation is to achieve high level of efieccy. Of a high level of
efficiency is to be attained in the econonmggnstant reallocation of
resources must occur in response to charigeshuman wants, in the
kinds and quantities of response availablal an the available
techniqgues of production. In developing theing@ples of resource
allocation, let us first discuss the concept obueses and then consider

the conditions of resource allocation leading tximaim efficiency in
resource use, and finally examine certain factoas prevent resources

from being correctly allocated.

The Conditions of Maximum Welfare: For resource allocation to
yield maximum contribution to welfare, the lu@ of marginal product
of the resource in any one of itsuses mhbset the same as itsvalue of
marginal product in all of its other useBor example, if a worker
employed on a farm contributes at the mar$i20,000 worth of farm
products annually to the economy’s output, and @inatlentical worker
employed in a construction firm can contrdbuiN30,000 worth of
products annually to the economy’s output. df worker was switched
from farming to construction, there would k& net gain to consumers
N10,000 worth of product. Obviously, some consunoensorkers can

be better off without making anyone worse off.

Transfer of resources from lower value of rgimaal product uses the
higher value of marginal product, it alwayselds a welfare increase
and maximum welfare results when these temasfhave been carried
out, its value of marginal product is the samelliitaalternative uses.

Resource Markets: When the price is used to allocate resmjrcthe
concept of a resource market becomes import&esource market
depends on the nature of the resource urmersideration and on the
time span relevant to the problem at hakdithin a given time span,
some resources are more mobile than otherd eonsequently, their
markets tend to be larger. In a private egmise, economic system
resource, prices serve the function of dingctthe allocation of
resources.

Only under pure competition in product markahd resource market
will resources automatically be allocated as to maximise real net
national product or welfare. Under pure competitemal-allocation of
any given resource causes its values of imargproducts in different
employments to differ from each other. Comssdly, employers for
whom its value of marginal product is higher bidaerces away from
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those for whom its value of marginal produst lower. Transfer of
resource units from lower to higher value of maagjproducts used to

increase the contributions of the resource welfare. Its maximum
contribution occurs when value of marginalogquct of the resource is
the same in all its alternative uses. Thereforanoentive will exist for

further transfers to be made.

With some degree of monopoly in product metsk a resource will be
re-allocated among its alternative uses until itsepis the same in all of
them. However, where employers are monopolists some degrees,
they employ those quantities of the resoureds which their marginal
revenue product equals its price. Marginaleneie products of the
resources will be the same in alternative plegments. Differing
product demand elasticities cause values afrgmal products of the
resource to differ in alternative employmenfBhus, the resource does
not make its maximum contribution to net nationalduct.

3.3 Factors Affecting Resource Allocation in Education

a. Population of the school: The school enrolment is one of the
factors that influence resource allocation. The benof students
in a school will determine the number ofadeers to be
employed, the number of classrooms needed #rad amount of
grant to be given.

b. The type or the nature of the schoolThe quantity and quality
of resources made available to a schoolinuenced by its
nature. A school offering general arts and so@erse subjects
will attract less resource than a schoolt thet comprehensive,
technical and vocationally oriented. Also the antafrresources
allocated to primary, secondary and tertiangtitution varies in
terms of quantities and qualities.

C. The curriculum: The number and types of subjects offered i
the school also determine the number of f,stghysical and
material resources to be provided.

d. The philosophy of the government: A government that is
interested in the development of individuatizens for the
removal of Iilliteracy and development of mawpo will devote
more resources to education.

e. The state of the economy:A country that is economically
strong, viable and has interest in education tém@#locate more
money than a country that is economically poor.

f. The degree of importance or the value attached tadecation:

Where education is seen as the major avebye which the
economy can develop and grow, more resoureesl to be
allocated by both the private and public stakehslde
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4.0 CONCLUSION

For optima realisation of the goals of educatiaecuate knowledge of
resource availability for use in education eglucational planners and
administrators is necessary. This will enable tlienproper allocation

of the available resources to achieve efficiencgrofiuctivity.

5.0 SUMMARY

Where employers have some degrees of monppbly there is no
resource differentiation, a resource will agabe reallocated until its
price is the same in alternative employments. Bubaopolist employs

the resource up to the point at which marginal pob@quals marginal
resource cost. Different monopolists may face resogupply curves of

differing elasticities. And, if so, marginal resoarcost will be different

for each even though all pay the same pmm=r unit for the resource.
With equilibrium allocation of the resource achidyvmarginal revenue
products differ. The usual case will be thdifferences in values
marginal product also occur, and the resouvad# not be making
maximum contributions to net national product.

Non-price impediments to correct allocation ofsources include
ignorance, sociological and psychological fextoand institution
restrictions. In some instances, the achievemenbofeconomic value

may be of more importance to society than corresburce allocation.

Direct interferences with the price mechanism leygbvernment are by
private groups which may prevent resourcesmfrbeing correctly
allocated in some cases. In other casesy they not lead to adverse
effects.

6.0 TUTOR-MARKED ASSIGNMENT
I What are the factors affecting resource allocaitioeducation?
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1.0 INTRODUCTION

This Unit introduces the learners to the Wdedge of education and
economic welfare of Personnel. It covers sumfeas as the concept of
education and economic welfare, the concept ofrgimal productivity,
factors affecting earning differentials, theoncept of income
distribution and the issue of cost-benefit in ediocais also discussed.

2.0 OBJECTIVES

At the end of Unit, you should be able to:

. explain the concept of Education and Economic Welfa
. explain the concept of Marginal Productivity

. discuss the factors that affect Earning Differdstia
. enumerate the concept of Income Distribution

. explain the issue of cost-benefit in Education

3.0 MAIN CONTENT

3.1 The Concept of Education and Economic Welfareof
Personnel

According to Adegboye (2004), Economic welfare an issue, which
has exercised the minds of economists foiteq@a long time. Many
economists starting from Adam Smith, Mill, Davenpdiarshall etc. in
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one way or the other emphasised this aspect diiogline. In specific
terms, what is meant by an economic welfaf#®e answer is not as
simple as it would appear and there is motconsensus amongst
economists. However, to be precise, the templies three things
namely, increase in incomes, how these increasedistributed in the
economy and cost-benefit resulting from inesit. Each of these
issues involve economic welfare and how etioica could help in
maximising such welfare shall be examined. It izi&eer, to be noted

at the outset that these three issues, althougimfalytical reasons can

be discussed separately but are in practice ietated. For example, an
investment on education which increases income maag the effect of
helping to redistribute income in favour of humapital, and the cost-
bearing may be positive in relation to the expaurdit

Increase in income is one of the positivedides of measuring the
welfare of an individual and the community in gexleThus, countries

whose per capital income are high are the richiahdstrial nations of

the world, while those with low per capitahcome are the poorer and
less developed ones.

The concept of income has four elements dhedse are derived from
four sources. First is income or earningesmifr labour in the form of
salaries and wages. Secondly are the returns fntregreneurship and
investment known as profit. Thirdly, are interefsten fixed investment

on bonds and debentures. And fourthly, are repts foroperties — land,

building etc.

3.2 The Concept of Marginal Productivity

Olagboye (2004) stated that in economics, twcept of marginal
productivity theory of labour tries to show thaty@siness will only hire

an additional input of labour if returns rfto such labour contribute to
production more than its cost. In other words, @tnepreneur will only
engage an additional labour, if the produstivfrom such labour is
worthwhile, taking into account what he pajsr the labour. This
concept for one labour force can be gersadli for the whole of the
economy.

This marginal productivity theory is not asasy one to establish in
practice. Although in general, it tries tdow that what labour, i.e.
human capital, is paid as a result of its outpet,tlgere are other factors
which influence reward to labour other than itsquativity per se. Such
factors include qualification, power of trade urspmotivation, relative
scarcity of particular labour, as well as governtmmalicy on wages and
salaries. We look at these issues and tkeene that education can or
cannot influence them.
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The marginal productivity theory tries to explaihythere are earning
differentials based mainly on output of labour. $han unskilled labour

will earn less than a skilled one becausdled labour is more
productive than an unskilled one. Thus, a primahosl| leaver with no
additional skill invariably earns lower thaa secondary school leaver
because it is assumed that the latter Wwi#l more productive than the
former. Similarly, those with higher education earare than the lower

ones. Because of this, it is easy to ske importance of education in
increasing the earning capacity of the possesssudif education. But

in this regard, account will have to be taken afring teachers on-the-
job, which to the employer may even be datkigher than the
gualification (or paper qualification as ionsetimes sarcastically
referred to). This in part explains why sowody with less formal
education, but who is trained on the jobymaven earn higher than
somebody else with higher formal educatiomplalification but no
training on-the-job. However, from our poimdf view, it is proper to
regard this on-the-job training as a form of ediscgtwhich has helped

in increasing the marginal productivity ofbdéar. Thus, education,
whether formal or on-the-job training,increasdse earning of the
possessor, and hence the general welfare of thieewor

Marginal productivity theory, difficult as it is @pply in practice, is not
sufficient to explain the causes of earnidgferential. Therefore, the
issue of qualifications needs consideratiorhisTtries to modify the
Marginal Productivity Theory of labour. It tetpts to show that it is
qualification, and not the output of labour, thamost cases determines

reward to the holder. By mere possession of tificate, somebody is

paid higher than the other person by virtak the paper qualification
and not necessarily because of what the persoproaice.

3.3 Factors Affecting Earning Differentials

In Nigeria it appears to us that too muemphasis is placed on this
certificate or qualification criterion in determmng what the possessor is
paid. Little attention is paid to productywit(Adeoye, 2000). For
instance, some people are of the view thatholder of the Nigerian
Certificate of Education (NCE) is in many sea, a more competent
teacher in secondary schools and teachemirigai colleges than
somebody with an Honours degrees, but with teaching certificate.
Yet, an NCE holder is paid less than a reegholder who has no
teaching qualification. There are other examplethisfkind. This type

of differential earning and the social attitudgpebple holding one kind

of qualification or the other, is, in our view ammdpart responsible for
scrambling to acquire paper qualifications in ttesintry. So those not
academically fit to acquire it sometimes resto examination
malpractices in order to obtain the qualiiimas. However, in spite of
the weaknesses of qualification criterion as objective factor in

183



EDA 915
EDUCATION FINANCE

determining productivity of labour, it tends to peocour hypothesis, that
education in general, of which qualificatios an attestation, helps to
increase the earning of the possessor.

Another factor, which can have an impact earning differentials, is
motivation. This motivation can be infused dabour by the
management. This can be by having goals setthe management and
making the workers try to attain such goalsd aobjectives. By getting

the workers motivated they can be made todyre more. Such
motivation can be inculcated into them thiougncentives by
management to labour attaining the objectiset for them. Such
incentives could be rewarding hardworking fstéfirough promotion,
increased earnings or further training in eordto qualify for higher
status in the establishment.

Another factor which can and does influenssturns on labour is the
power of trade unions and pressure groups. Whee traions are very
powerful, they can increase the earnings tloéir members above what
they could earn, given the concept of the mafg productivity theory

or even with the qualifications of the memshe This can happen
especially when the employers are not themsehganged in the form

of Employers’ Association.

There is no doubt that experience from many coestias shown that
workers in unionised establishments have t#nde earn more than
those working in establishments where trade unitansot exist or are

weak. Generally, trade unions have succeetiedmany countries in
raising wages or earnings above whatthey ldvobave been, had they
not exercised such pressures. The powerstrade unions however are
not without limit in this regard. If unionpush their demand for more
wages too far, employers may cut down or thumber of employees
and so reduce labour costs. Employers coalsb try to reduce labour
cost by installing more mechanised means pobduction and this will
further cause unemployment. In Nigeria, th&luence of organised
labour is not as powerful as in more depetb countries nor is the
leadership as able as in the more advanced cosinB#eondly, there is

great control of trade unions. Most of thewere established under a
decree enacted by the last military regime. Itug that in the last year

or two under the new democratic constitution, tiveye freer than they

were during the previous thirteen years of militadyninistration, when

strike was even banned. Thirdly, where as Nigeria, the rate of
unemployment is very high, the powers ofdéraunions are more
limited. People would rather prefer to beidpdess than to be
unemployed. At any rate, unions in this doundo not yet generally
exercise a closed door system in their argéions, whereby only
unionised workers can be employed.
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Another factor which affects earning, is thelative scarcity of
particular kind of labour. This has nothing do with marginal
productivity of that labour. If a particular labogiroup says teachers are

scare as compared with lawyers in relatian their demand, it follows
that teachers will earn more relative to lawyeisisThas nothing to do

directly with productivity, qualification or deication in general. It is
simply a question of the law of supply amtmand. Of course, it can
legitimately be argued that a situation dfist nature is a function of
education and that price mechanism is simpjyerating here. Put
another way, it can be argued that the atitutal institutions are
producing adequate number of teachers to nikeir demand and
teachers’ earnings have to be higher than thobelawyers. In order to
correct this relative scarcity of teachersd ato reduce their earnings,
from whatever angle it is viewed, it is still reaable to argue that this

in itself is a function of education.

Finally, government policy on wages and setarhas an impact on
returns from labour. The government could as acgdik a maximum

wage for various categories of employment.thWsuch minimum
wages, other wage/salary structures followgchedrying to maintain its
earning relativity. The point here is that such e/aglary policies may

not be arrived at as a result of produgtivof labour. When the
Nigerian Federal Government early in 1980 fixed minimum wage of
N100 per month, other salary structures bath the public and private
sectors of the economy had to be readjusted bysmyd. Also, later in

1981 and as a result of industrial actioresorted to by the Nigerian
Trade Union Congress in the course of their denfanchinimum wage

of N300 a month, the Federal and State @Guowents were further
obliged to raise the minimum wage from N100 to Na2%onth.

3.4 The Concept of Income Distribution

Distribution of income has been emphasised oa® of the basic
concepts of economics. This is another way in whattrns of various
factors of production such as salaries/wagesfits, interest rates and
rents are shared amongst the population. S@oenomists argue that
the more equitably incomes are distributed in &gisociety, the more
stable that economy would be. In other words, $hfsol of economic
thought is of the view that one of the sms of instability in any
economy is an uneven share of national imcomnother school of
thought, however, regards the question of incoraidution as not an
economic one, but rather as political andcerdfore normative. This
school further contends that to try to equals@®me distribution does

not promote economic efficiency and may imdemhibit it and that it
does not provide sufficient incentive for dhawork, risk and
entrepreneurship.
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It is not right to regard returns on fastoof production and how they

are divided as non-economic issues for thegleed are. Promoting
human capital is more likely to enhance wgreawelfare. Gross
inequalities in wealth could be a source of saastability which could
disrupt the smooth working of the economyowsdver, the idea of
pushing it too far cannot be supported as thiscctulart efficiency in
hardwork and desire to take risk.

Having established the reasons why distrilbbutiof income can
justifiably be encouraged, how education can helpromoting this and
thereby the general welfare will be put in furtperspective. Education

is one of the surest instruments of promoting tle#are of the citizens.

It helps the individual to realise his fullelf and so climb the social
ladder, sometimes from the bottom. This 6 the more possible if
education is free or provided or subsidsed the government. It thus
enables an individual who otherwise could nwave afforded it to
realise his potentiality to the maximum. Thigill increase his earning
potential as well as his social standing.isThs why education is
sometimes regarded as a worthwhile investmentl hence are
justification for government expenditure on it Ai@vels.

In order to assess the correct impact ofication, it is necessary to
categorise expenditure on it as to whetheesé¢ are consumption or
investment expenditure. Generally, education patmary and post
primary school levels can be regarded asswoption of good or
service. Therefore, it could be argued tletpenditure on it is a
consumption one. However such education enalkes individual who
benefit from it to be literate, but does not endom with any skill and
expertise at that level. In that circumstance,ightinot enable him to

climb the social ladder. On the contrary, it migkien make him to be
disillusioned, especially if he is not suifictly qualified to obtain a
worthwhile employment. While this may be trug must not be
forgotten that by such general education, thdividual has got the
basic intellectual exposure and equipment whimight enable him
improve further. His position in life is nostatic and depending on his
ability and ambition, he may progress higher sbcehd economically.

Many people with such limited educational Kggounds have scaled
higher in this and other countries.

However, it isthe skill-based and higher ediom that may markedly
help to increase the earnings of an indi@idand uplift him socially.
Expenditure on education of this type can be ®&alie an investment.

The cost of such education could be expensikence, it is subsidised
by the state or in some cases offered free. Howéweprivate sector of

the economy should contribute to the funding ofcadion at this level

since it benefits the output from it.
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Judging from the Nigerian experience, educatiaegarded in general
as an important factor for analysing the patténmeome distribution.
Those Nigerians who made the first contadth wEuropean Christian
converts or as traders, were the first to acquinmél western education

and this has the tendency of perpetuating itsélis in part explains the
disparity in the level of education attainmheacross the states of
Nigeria. Most of the highly placed member$ the society are those
who had this advantage or those whose forefatratsthGenerally, the
higher the level of education, the more Hikehe disparity in income
and social status between those who had acquieettiithose who had

not. It is in realisation of these factotkat governments in Nigeria
within the last few years have accepted atle as a serious
investment of helping to promote the welfaoé the citizens. Hence,
highly subsidised and sometimes free educatiorsiéryis regarded as

one of the cardinal principles of the Nigeri social order. It is
contained in the Nigerian Constitution of 1979.

3.5 The Issue of Cost-Benefit of Education

It is widely agreed that in the discussiai the welfare of economists,
the cost-benefit analysis of any given expeine must be assessed.
Cost-benefit as definecby Prest and survey‘is a practical way of
assessing the desirability of projects, whereiigortant to take a long

view (in the sense of looking at repercussionfienfturther, as well as

the nearer future) and a wide view (in tkBense of allowing for side
effects of many kinds on many persons, itriegs regions etc) i.e. it
implies the enumeration and evaluation of &dlevant costs and
benefits. This simply implies the ratio ofost to the benefits. If the
output ratio is higher than the cost, then theatfiesaid to be positive,

if less, it is negative.

The important elements in cost-benefit analysisfaaier enhance the
understanding of this concept. These are twssirability of the
expenditure, the cost, the output (benefit)d athe side effects. These
issues, though different, are inter-relatedrtipaarly with respect to
expenditure on education. One of the isswés cost-benefit analysis is
the desirability of the investment in education.

Investment in education is generally consideredessrable, because of

the crucial role that education plays, notlyornn helping to develop an
individual who has acquired it, but also the impafotducation on the
society at large. Education helps the individuabwlas acquired it to a
fuller self-realisation by enabling him to vééop his potentials. This
enhances his social status than would have beeraieechad he been an
illiterate. The higher the level of education aced, the greater is this
advantage to an individual possessor. Besideshelps him to improve
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his income the more if the education acquiredfisnational one. From
the point of view of the society, investmemt education is also
considered desirable, because its wider pesiteffect on the economy
by helping it, diffuses knowledge and to téws more economic
development.

The other element to be considered in cost-beaeféitysis is cost. At

this point however, it is important to notthat cost includes all
expenditure in education such as salaries tezEchers and those
connected with educational administration at aléls. It also includes
expenditure on education buildings as well th®se on teaching aids
such as equipment, books etc. Similarly, o8t economic terms
include opportunity costs, i.e. costs in tladernative investments and
expenditure. For instance, funds voted forucation could, in the
alternative be spent on industrial developmeintfrastructural facilities
such as roads, bridges (etc.) or in any other seofdhe economy.

SELF-ASSESSMENT EXERCISE

R What is the relevance of income distribution toasaHinance?
4.0 CONCLUSION

It is necessary to mention that expenditume education has been
escalating in this country, as in most other caastWhile this is so, it

must however, be pointed out that expenditare other sectors of the
economy, such as administration, defence (etcalsasbeen rising. So,

this rise in cost is not peculiar to education aldhis equally true that

control of public expenditure on education weeak, especially as it is

largely public sector expenditure. Here agathis is not peculiar to
expenditure on education alone.

Generally, control in public expenditure iseakk and there is therefore
the need for greater control of it. Output relation to cost is the end
product of the educational system namely, th@mary school,
secondary school and tertiary educational institugraduates. We must

also include the side effects, because inwst in education is with
social and productivity expenditure. For ims& if a girl attended
school, what she learnt in form of hygiene, claass, health and child

care may be passed on to the community parents who could gain
from her knowledge. In other words, we sdoutot confine our
discussion of the output to the direct beneficgrie
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5.0 SUMMARY

We see that education has some influence in metarg earning from
human capital, and hence, in increasing thelfare of workers in
general. But other factors such as trade uniomsspire groups, relative
scarcity of labour and government’s income poleyd to modify such
influences. It is also important to note that dostefits analysis of any

given expenditure in education must be assesBom time to check
waste or under spending. More so, it should befalyranoted that if the

output ratio is higher than the cost, the effedasl to be positive and if

less, it is negative.

6.0 TUTOR-MARKED ASSIGNMENT

I Discuss with relevant examples the factor$éecihg earning
differentials.

7.0 REFERENCES/FURTHER READING
Adegboye (2004). Budgeting for control. Ibadan: r&son C.I. Ltd

Adeoye, M.A. (200): Basic concepts, nature andfions of Personnel
Administration, In. Fadipe J.O. &. Ojedele KP. (Eds),
Management of Nigerian Education: Personnelmiistration
and Quality in Education.Ondo -National Institute for
Educational Planning and Administration, pp. 1 — 13

Olagboye (2004). Statistics of Education in NigeriaLagos: Bizmosa
Visual Production
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1.0 INTRODUCTION

This Unit is designed to expose the learn&rs the topic “Cost-
Effectiveness, Efficiency and Productivity”. The joraareas of concern

here include the Concept of Cost-Effectivenass education, cost-
benefits Analysis, the issue of Efficiency darProductivity. The
objectives of the unit as stated below haspecifically provided what

you will learn in this Unit.

2.0 OBJECTIVES

At the end of this Unit, you should be able to:

. explain the concept of Cost-Effectiveness in edanat
. explain the issue of efficiency in education

. discuss the issue of productivity in education

. explain the issue of cost-benefit in Education

3.0 MAIN CONTENT
3.1 The Concept of Cost-Effectiveness in Education

Effectiveness deals with the achievement bé tobjectives of an
institution bearing in mind the institutionalefinition and dynamic
nature of those objectives. Measurement of effeatgs will also take

into account the attainment of the goals tbe society and the
community which the institution serves.
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According to Adegboye (2004), Cost effectiv@neanalysis therefore
investigates the relationship between insthdal expenditure and the
accomplishment objectives of that institutiott. may however, be
difficult to compare the cost of an educadib programme, especially
when the concept of opportunity cost is imed. Also, some
educational objectives can be unquantifiabled e&he measurement of
the achievement and such objectives may involveevaldgments.

3.2 The Issue of Efficiency

The word ‘efficiency’ is an evaluative termVhen it is used, a
favourable disposition towards describable tasikss and functions is
expressed. In literature, there are two diaations of efficiency: the
mechanical model and the economic model. The camdapechanical
efficiency arises mainly from considerations in picg and mechanics.
Efficiency in this context is given by ratiof energy input to output.
Efficiency in education refers to the capacity tfe system to turn out
graduates with minimal wastage. It has been obdehad the concept

of efficiency can be used in several contexts uncation. The different
meanings with which it can be used in etana conclude the
following:

1. efficiency of the total expenditure of eduscatas an alternative
to other welfare or non-welfare activities.

2. efficiency of the allocation of a given matal budget on
education over its different parts such as primsggondary and
higher education.

3. effiiciency of expenditure within a section or lé&vef education.

4. efficiency of expenditure within a level, measunederms of the
actual output, that is, trained people produced.

3.4 The Issue of Productivity

This according to Olagboye (2004) refers ttee relationship between
immediate costs and cummulative benefits. The fmoduction refers

to the process of transformation of one kinfl goods or service to
another. When the transformation of inputoinbutput is good and
efficient, the system is described as being prodecEducation can be

viewed as a productive activity combining varionguts of capital and

labour to transform one set of outputs into anofkay primary school

leavers into secondary school graduates).

SELF-ASSESSMENT EXERCISE

I. What do you understand by the term “Cosfediveness and
productivity in education?
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4.0 CONCLUSION

The issues of Cost-Effectiveness in educatiefficiency and
productivity are major tools that can be consideveén dealining with
school finance matters. Therefore, that propemndling will lead to
optima realisation of educational goals.

5.0 SUMMARY

The issues of Cost-Effectiveness in educatiefficiency and
productivity allow economists and educational pknsrthe opportunity

to compare with other alternative investmenthis is because it
provides different alternative methods of asB®g the investment in
education before a final decision is takey the stakeholders of
education. Also, education is said to be produatiaen various inputs

of capital and labour are used to transfoome set of outputs into
another.

6.0 TUTOR-MARKED ASSIGNMENT

I Discuss extensively on the issues of efficjgenand productivity
in relation to school finance.

7.0 REFERENCES/FURTHRE READING
Adegboye (2004)Budgeting for controllbadan: Shaneson C.I. Ltd

Olagboye (2004). Statistics of Education in NigeriaLagos: Bizmosa
Visual Production
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UNIT5 MEASURES FOR REDUCING UNIT COSTS OF
EDUCATION AND OTHER USES OF COST
ANALYSIS IN EDUCATION
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1.0 INTRODUCTION

This Unit discusses the concept of cost redudtie@ducation, uses of

cost analysis in education, types of dataeded for cost analysis,
recurrent and capital costs analysis. The objestbf¢he Unit as stated
below have specifically provided what you lwibe exposed to, in this
unit.

2.0 OBJECTIVES

At the end of the Unit, you should be able to:

. explain the concept of cost-reduction in education
. discuss the uses of cost analysis in education

. explain the types of data needed for cost analysis
. enumerate recurrent and capital costs analysis
. explain cost recovery in education

3.0 MAIN CONTENT

3.1 The Concept of Cost Reduction in Education

Before any measure for reducing unit cost adopted, the school
environment or the setting should be considerThe following
strategies according to Adeoye (2000) and @]®85) have been tried

in different education setting to reduce cost.

193



EDA 915
EDUCATION FINANCE

1. Use of physical, material and human resources.flillys could
mean increased class size, teacher's l|oaddest/teacher ratio
and reduction of wastage in the utilisation of sithresources.

2. Adoption of distance learning and forms obn+iormal
educational techniques.

3. Employment of low-cost teachers — E.g. freghaduates from
colleges of education and universities wholl vaarn lower than
more experienced and long-serving teachers.

4. Improvising educational materials instead oding commercial
ones, as commercial ones may have to beoriegh with large
sum of money, whereas, improvised ones carves similar
purposes.

5. Bulk purchasing of education inputs. This uess cost as
discounts are given rather than going to tmarket to buy in
pieces at retail prices.

6. Embarking on self-help projects. For instancudents in
technical colleges can be used to constrooiiding and design
equipment. Students can also be used tor ctshool compound
(instead of employing more support staff).

7. Capital cost (a component of unit cost) cha reduced by
constructing simple but functional buildings, meaginstitutions
etc.

3.2 Other Uses of Cost Analysis in Education
There are three major uses of cost analysis. Tihekele:

1. To assist in planning:Cost analysis and estimations provide
the required data for rational planning. Tlestimation of
diferent costs for programme alternatives sasglanners to
choose the most efficient way of achievingjeotives. It is
possible to cost an educational project, aional education
plan or out of school distance learning strategy.

2. To help control activities: Institutions can control their
activities with the use of cost analysis and actiogrsystem.

Cost comparison between school, colleges andersities
with identical programmes can provide educstio
administrators the much needed guidance flicient
operations.

3. To justify request for funds: Cost analysis provides
information on the amount of funds needed égucational
administrators. It specifies the resource needsgiven year
in a manner desired by those responsible déducational
financing.

For a specific educational programme, cost analggisms the school
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authorities about:

the total cost to be incurred,

economic feasibility of the programme

the short and long run costs to be incurred, and
how the cost burden would be shared.

20T

3.3 Types of Data Needed for Cost Analysis
Tsang (1988) identified the following data needsdost analysis:

a. Data on educational costsThese include institutional costs and
household costs. The former can be categbrisdo direct and
indirect costs. These should be obtained diferent levels of
government, and in current and constant prices

b. Data on quantities of education: These cover data on
educational inputs and outputs like enrolmengsaduands,
repeaters, drop-outs, teaching and non-teachstaff (showing
their age, experience and qualifications) and paysnputs.

C. Data on educational prices: They are data on prices of the
resources used in education e.g. salary ahdwances for staff,
prices of material resources etc. The infdroma is useful in
calculation of price indices and estimation of sost

d. Data on educational norms: These cover data on standard
practices in educational institutions like igacher ratio,
average class size and so on. They are ritamo in the
calculation of recurrent and capital costs of etinoa

e. Socio-economic data: These refer to data on national income
and its growth rate, public expenditure, cast living price
indices, saving rate, etc.

3.4 Recurrent And Capital Costs Analysis

Recurrent cost: Current or recurrent costs are those caseturred on
inputs whose services do not exceed onealfiseear. Included in this
category are costs on personnel services. (eagademic and non-
academic staff) and other consumable items likgoskry that have to

be purchased every financial year. Since sugosts are borne yearly,

they are also referred to as recurrent @erating costs. Where such
costs have been expressed in monetary tethey are referred to as
current expenditure.

ltems under recurrent cost or expenditure inchéefollwoing:

- personnel emolument estimates i.e. salaried allowance of
staff
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- rent allowance, motor basic allowance, servieacher’s
alowance, and overtime allowance for non-teachiafi.s

- local transport and travelling allowance.

- office and general expenses covering suchnsiteas telephone
bills, postage, newspaper etc.

- vehicle maintenance and running cost.

- first aid materials, art materials game andorisp maintenance of
school buildings, library expenses, and bank charge

Capital cost: This is the cost of purchasing durable elssswhose life
span extends beyond one fiscal year. The costeysiigal facilities like

buildings, equipment e.g. typewriter, vehicletc, are examples of
capital cost (or expenditure when they have be@nessed in monetary

terms). The magnitude of the capital costthat time they are incurred
needs not surprise educationists. When sucktscare spread over the

life span of the assets, they become a modest aoenpof the annual

total cost of education.

Items under capital cost include cost ofgdarscale capital projects in
the school. They come up rarely and theyolire larger amount of
money. These include the costs of erection of neNdings, classroom
blocks, administrative blocks, library, hostelstaff quarters etc.
Because of the large amount involved, it requidegaate planning.

3.5 Cost Recovery In Education

In examining strategies for addition sources okraie for education on
the part of the government, two important areasbeaexplored.

1. Government should reallocate larger percentafeits existing
budget to education. This can be done thHrougallocation of
money from defence and administration whiclhvags take the
lion share of the national budget

2. The second method is to increase fiscal riefim the area of
taxation. This can be done by bringing delinquarable adults
into the mainstream of taxation such that totalwa of revenue
from this source can increase. More tax rumséents can be
earmarked for education use.

Other methods of cost recovery include:

a. Private funding of education: What readily comes to mind here
is the payment of ‘user charges’ in form &des. This is
predicated on the fact that education confers pibanefits. The
advantages in this form of financing are tth@ it reduces the
costs of education to government (ii) it cuts dawthe demand
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for education by individuals, (iii) it increasestfunds available
to education institutions.

b. Student Loans: This option has always been suggested to bring
relief to educational finance. But while thaption is very
attractive in theory, it has limited practical apption. The first
decree on loan arrangement was Decree 292.19here was
another Decree 21 of 1976 on the same cubjeatter. Efforts
made so far in this country had run intdfiallties because of
the problem of loan recovery from borrowers.

The major advantages of student loans are as fellow

I It enables students to have access to financialiress for their
education.

. The fact that students pay for their educatiom nvdke them to
work harder and complete their programme tla¢ appropriate
time

lii.  tmay help to reduce repetition and drought rates.

Ilv.  Itincreases equality of access such that the wborwould not
have enjoyed higher education could benefit fram it

V. It reduces dependence on government fundifgeducation.
Government can therefore have more money tfoe lower level
of education.

vi.  Equity is more assured as those who benffim higher
education and who would enjoy higher thanerage income in
the future, are made to pay for it rather than ¢psubsidised by
the taxpayers.

vii. Demand for higher education might increase.

Private Provision of Education. The argument in favour of are as
follows.

I Right of individuals and groups to have choicednetion.
. Efficient consideration of educational matters
lii.  Relieving government of the heavy burden afiding education.

Community Financing of Education: The form of community support
varies. Among these are: contribution of cashd Ilabour for building,
injections of money and effort for specific purppsellective provision

of basic recurrent costs e.g. maintenance costs.

Internally Generated Funds: with a growing squeeze in government
budget, each educational institution should desigans of generating
revenue from within. Among these are: endomtnmevarious types of
enterprises in the school environment, chardes using school
facilities, sales of farm products, contribati by the PTA, alumni
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associations, donation from groups, associgati@nd individuals in
society.

Payroll Taxes from Employers to Finance EducationThe rationale

for this is that the employers of labour the private sector largely
consume the product of education. Without direptying for this, the
economy is subsidising them. In order to make tpagnsomething for

the provision of education, Decree 7 of 1994 wasruigated. By this,
registered companies are made to pay 2% of thefitphypothecated

for education. This is expected to be shared bigadlls of education in

the ratio of 50:40:10 for higher, secondaaypd primary education
respectively. The amount going to tertiaryueation is expected to be
shared in the ratio 2:1: respectively to versities, polytechnics and
colleges of education. With the growth ing&lian economy in the
future, substantial amount can be realised frosigburce.

Payment Vouchers: There was a proposal made by ProfessortoMil
Friedman of the University of Chicago in $%9%n the financing of
education in Chicago. He indicated that governnrardlvement in the
maintenance of minimum standard and financioig education could
only be justified by the presence of external ecoies of consumption

of educational services. According to himerth is no reason why the
state should have a monopoly over the provisioedoication.

For this reason, government can finance its dvanesof education by
giving parents vouchers of a specified amountpogil per yearto be
spent on approved educational services from ingdtiiwof their choice.

In a milder fashion of the model parents who chdossend their kids

to private schools are entitled to a sumuakqto the estimated cost of
educating a child in a public school. Thems however must be spent
for education in an approved school. Advantagehisfproposal are as

follows.

I. Parents will have a choice with respect to the e quality of
school attended by their children.

il. Market forces will improve technological efficienoy education
such that inefficient schools will be force close, while the
good ones will expand to the optimum size.

lii. The salaries of teachers can be determingd market forces
rather than be regulated by official fiat.

V. Parents who choose to send their kids tovaf schools would
not have to pay twice on education since they ladready made
their contribution to the provision of sociaervices by the tax

they pay.
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Graduate Tax: Graduates of tertiary education can be made pay
graduate tax as a surcharge for the pulslducation they receive. This
may be used in place of the loan arrangement that be paid.

4.0 CONCLUSION

Cost reduction methods in education are margsto guide against
wastages in education. Cost —Benefits Analyse be likened to the
dividends of efficiency and productivity.

5.0 SUMMARY

The measures for reducing unit costs of educatawe lheen discussed
alongside the uses of cost analysis in educatitso,Ahe types of data
needed for cost analysis, recurrent and capitas @slysis as well as

cost recovery methods in education have beatensively explained.
These among other areas can be exploredthiey government, private
individuals and educational policy makers amdplementers when
dealing with the issue of school finance.

6.0 TUTOR-MARKED ASSIGNMENT

Critically analyse the major uses and typefls data needed for cost
analysis in education.

7.0 REFERENCES/FURTHER READING
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1.0 INTRODUCTION

This Unit exposes the learners to the kndgdée of Cost Behaviour in
education. Here, the typical behaviour of costgsialin relation to the
identification and assessment of “cost drivers”dearly discussed.

2.0 OBJECTIVES
At the end of they Unit, you should be able to:

. explain cost behaviour analysis in education
. discuss the factors determinig cost levels in etimica

3.0 MAIN CONTENT
3.1 Analysis of Cost Behaviour in Education

It is clearly helpful to understand what nidg cost, even when
comparisons can be made with the costs iofilas programmes
elsewhere. However, it is more valueable to theaganto understand

why things cost what they do, why costs appeaiffercamong similar
programmes, and how costs might be influenc@tis requires an
anatomical examination of resource utilisation” amdunderstanding of

‘cost behaviour, (Tsang, 1989:58). The analysif cost behaviour
typically involves the identification and assesstradricost drivers’, i.e.

those factors which determine cost levels and cbsngthese.

3.2 Factors Determining Cost Levels in Education

Firstly, the idea of cost drivers can beedisto analyse factors which
determine the costs of different patterns sidff deployment to the
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curriculum. An example of this is the soledl ‘Pooling Committee
Formula’ in further and higher education (DES, 198his states that:

SSR = AGS x ALH
ASH

SSR is student staff ratio

AGS is average group size
ALH is average lecturer hours
ASH is average student hours

This formula shows that if an institution shes to reduce its unit
teaching staff costs (in effect, increase it's SBRan do this only by
adjusting one or more of the other variables the equation. It must
increase group sizes on average, ask or requingrées to teach more
hours or reduce the average number of hours stsideatn class, or it

could follow some combination of these sias. Alternatively, the
formula shows that if there is a wish teduce group sizes without
increasing staffing levels, the opportunity codtdang this must be an
increase in ALH, a decrease in ASH or socmmbination of these.
These principles have been used to explaifferences in college unit
costs (Audit Commission, 1993), and to inforimmternal resource
allocation models (Burton, 1998; Jones, 1986). Tdayalso be used to

show how both colleges and universities hasignificantly reduced
their unit costs over a period of years throughae@ss of ‘decremental

drift; the steady dilution of the teaching resoutm®ugh reductions in
average student hours, and increases in classagiddecturer teaching
hours. Similar approaches are used to analytsdf deployment in
schools, focusing on average class size, the teaohéact ratio and the
pupil-teacher ratio (Davies, 1969).

Secondly, cost analysis can be used to explorelarwange of factors
affecting costs than staff deployment pattersne. Thus, a study of
resource provision for pupils with moderate leagrgifficulties, which
found wide cost variations for pupils with broadiyilar levels of need
(Crowther, Dyson and Millward, 1999) suggestditat a number of
factors were at work, including:

. different forms of special school and mainstreaovision;

. differential use and deployment of learning suppsdistants;

. different policies about class size;

. differential deployment of special educational reeedordinators
(SENCOs) and middle and senior managers dtation to pupil
needs;

. costs and deployment of support services sash educational
psychologists;

. differences in transport costs.
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They concluded that many of the differenceentified ‘would, on the
face of it, appear to be unacceptable’ and thegmecended that much

more work needs to be undertaken in relatton both the costs and
effectiveness of different patterns of provisidrefficiency and equity

in resource use are to be ensured.

Thirdly, cost analysis can be used to explore ittedyl consequences of
quite fundamental changes in the technolody educational provision
(Rumble, 1997). For example, the decision replace a traditional
course for a large number of students with onedaseopen learning
must take account of the very different cost pesfibf the two models.
The major costs of traditional provision aridrom the teacher time
required for face-to-face teaching — a codgbich varies with student
numbers. Open learning seeks to substitutenymaf these costs by
specially designed teaching materials. This likely to reduce variable
costs considerably. However, the costs of stafé tsment in developing

the materials — a fixed cost — may well be subghnt

Finally, analysis of cost drivers can be dusw help inform resourcing
decisions. For example, the requirement fdéA& to develop
‘transparent’ formulae to fund their schoolsmder local management
schemes has led to a number of analyses, whichdttarapted to move

away from traditional, incremental costing wamptions and to explore
the organisational drivers which actually deiee resource needs of
schools. For example, Kelly (1992) explorede tconcept of ‘activity-
based staffing’ through which staffing needse determined on the
basis of ‘professional judgment about the amounéather time which

is necessary to provide a satisfactory educatiexgérience for pupils

in each age group. Thus, assumptions aboakimmum class size and
about the amount of non-teaching time necessaupdiertake different

kinds of duties necessary to support teaching amaainage the school,

led to the derivation of staffing requirements whoould be translated

into financial costs. Such analyses have pwential to make much
more explicit the resource requirements faympulsory education.
However, they suffer from a limitation whicls common to many
attempts to model costs on the basis ofcathnal ‘needs’. They
typically lead to the conclusion that currerdsourcing levels are
inadequate; and, in the absence of any #gmgnt evidence on the
relationship between additional resources dedrning outcomes, it is
not easy to use them to justify increased experadtithe expense of
other sectors when public sector budgets are (gutnit, 1994).

SELF- ASSESSMENT EXERCISE

I Examine the major determinants of cost levels ucatdon

202



EDA 915
MODULE 4

4.0 CONCLUSION

In this Unit, we have learnt about cost behaviougducation and how
it is calculated. Its uses are also explained vatbvant examples. We

can see from the discussion in this Uniatthadequate knowledge of
cost-behavior and its analytic techniques amcessary when dealing
with the issue of education finance.

Similarly, the decision to increase the numhb# students in a
programme using traditional methods also needdudaralysis. In this

context, staff costs are, in fact, ‘semi-ghte’. In other words, they
increase in steps rather than continuously as estutumbers increase.

Thus, the additional costs of expansion ddpem whether further
students can be fitted into existing classes. lirsmemental costs will

be very low; if not, they will be considbla as new teaching groups
will need to be created.

5.0 SUMMARY

In each of these cases, an understandingcast drivers provides
information which can facilitate the effective ptamg and management

of resource provision. It can offer the ogpoity to achieve higher
levels of ‘cost efficiency’, for example by changiourriculum staffing
patterns or by utilising economies of scaM/hat it cannot do on its
own, however, is to answer more fundamemakstions about the
relative value of particular patterns of resourepldyment. To achieve

this, more comprehensive conceptual frameworkaacessary.

6.0 TUTOR-MARKED ASSIGNMENT

I. Discuss with relevant examples analysis ofst cehaviour in
education
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