EDITORIAL

By Barbara Ischinger, Director for Education

Tough choices or tough times - towards sustainable strategies for investing
in expanding education systems

OECD governments have high ambitions for their education systems, wanting them to grow
both in volume and quality. Yet public budgets face tight constraints, and education remains
predominantly a public enterprise. So has education funding been able to meet the extra demands
being placed on it, and will it be able to do so in the future?

In volume terms, the decades-old expansion in educational participation and outputs continues —
and at a pace that outstrips many past projections. With completion of upper secondary education
close to universal in most OECD countries, the greatest recent expansion has come in the tertiary
sector. While in 1995, 37% of a cohort went into university-level programmes, it is now 57% on
average across OECD countries (Indicator A2). It is always hard to predict the future from past
trends. Will the expansion of tertiary education continue at this rapid pace, driven by an ever-
rising demand for the highly skilled? Or will it level off and will relative earnings decline? At the
beginning of the 20th century, few would have predicted that, among OECD countries, upper
secondary education would be largely universal by the end of the century. So it is equally difficult
to predict how tertiary qualifications will have evolved by the end of the 21*' century.

What is clear is that, for now, the incentives for attaining a tertiary qualification remain strong,
both in terms of higher salaries and better employment prospects (Indicators A9 and A10).
In addition, the labour market demand for highly qualified workers has grown significantly
(Indicator A1).

Meeting the demand while at least maintaining quality is bound to create pressures for current levels
of spending to be maintained or increased and to improve the efficiency of spending on education.
Recent years have already seen considerable rises in spending levels, both in absolute terms and as
a share of public budgets. The total amount of funds allocated to educational institutions across all
levels of education rose in all countries over the last decade, and by 19% on average between 2000
and 2005 alone (Indicator B3). By 2005, OECD countries were spending 6.1% of their collective
GDP on education at all levels, of which 86% came from public sources and all but 7 of the 28
OECD countries spent at least 5% (Indicator B2). Another visible indication of the efforts made
by governments can be found in the fact that from 1995 to 2005, public expenditure on education
grew by more than one percentage point as a proportion of all public spending — from 11.9% to
13.2% in 2005. Education spending rose at least as fast as public spending in other sectors in all

countries except Canada, France, Hungary, Portugal and Switzerland (Indicator B4).

Alongside the increase in public spending on education, there has also been a search for new
sources of funding to accommodate the rapid growth in student numbers (particularly at the
tertiary level) and to increase the resources available to educational institutions. Although 86% of

spending on education still originates from public sources for all levels of education combined,
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private spending increased more rapidly than public spending between 1995 and 2005 in nearly
three-quarters of the countries examined. In some, the proportion of private funding of tertiary
educational institutions is high enough to challenge the view that tertiary education is primarily a
state responsibility. In fact, this view is gradually being replaced by the perception that, given the
shared public and private returns that education brings, costs and responsibilities for its provision
should also be shared between those who directly benefitand society at large (i.e. private households
and businesses as well as governments), at least at the tertiary level of education (Indicator B3).

While efforts to increase investments in education are clearly visible in this year’s indicators, the
question remains whether resources kept up with the demographic and structural changes that
have occurred during the past decade? Indicators B1 and B2 show that educational expenditure
in primary and secondary education rose faster than student numbers in all countries between
1995 and 2005, and even faster than GDP per capita in more that two-thirds of them. Although
spending per student at the primary and secondary level rose less rapidly on average between
2000 and 2005 than between 1995 and 2000, it rose by 30% or more in eight OECD and partner
countries during the later period (Indicators Bl and B2). As a result, available resources per
primary and secondary student have considerably increased over the past decade. Furthermore,
in 23 out of 30 OECD countries, the size of the student population aged 5 to 14 years is set to
decline over the next ten years (Indicator A11 in Education at a Glance 2006), which suggests that
resources per primary and secondary student could continue to grow if overall budget envelopes
remain stable, releasing resources needed for measures to improve programme quality and
student performance.

However, the pattern is different at the tertiary level. Between 1995 and 2005, spending per
tertiary student shrank in some cases, as expenditure failed to keep up with expanding student
numbers. If tertiary student numbers keep rising and with student mobility into the OECD
area adding extra pressures in countries where foreign students do not pay for the full cost of
their education, it appears that without additional investments, the tendency towards declining
unit expenditure could even accelerate. The continuation of current trends could potentially
also widen disparities in funding levels among countries. In 2005, expenditure per tertiary
student varied by a factor of 7, from USD 3 421 in the Russian Federation to over USD 20 000
in Switzerland and the United States (Indicator B1).

The challenges to meet additional financial needs are therefore clear, at least for tertiary education.
However, it is equally clear that more money alone will not be enough. Investments in education
will need to become much more efficient, too. The OECD Economics Department examined
this question and estimates that, on average across OECD countries, there is the potential for
increasing learning outcomes by 22% while maintaining current levels of resources (Indicator B7
in Education at a Glance 2007). This indicates the scale of effort that is needed for education to
re-invent itself in ways that other professions have already done and to provide better value
for money. Results from PISA have also revealed that the cross-national relationship between
the resources invested in education and learning outcomes is moderate at best, suggesting that
money is a necessary but not a sufficient prerequisite for high quality learning outcomes.

This year’s edition of Education at a Glance takes this discussion further by looking into the policy
choices that countries make in investing their resources, including trade-offs between the hours
that students spend in the classroom, the number of years they spend at school, the number

14 Education at a Glance © OECD 2008



EDITORIAL

of hours teachers work, class sizes (proxy measure) and teacher salaries. The results show that
similar levels of expenditure by countries can mask a variety of contrasting policy choices in upper
secondary education. This goes some way towards explaining why there is no simple relationship
between how much is spent overall on education and the level of student performance. For
example, in Korea and Luxembourg, salary costs per student (as a percentage of GDP per capita,
in order to level out significant differences in these countries’ national income) are well above
the OECD average (15.5% and 15.2%, respectively, compared to 10.9% on average). However,
while Korea invests the resources in paying teachers relatively high salaries at the price of
relatively large class sizes, in Luxembourg higher than average salary costs per student are almost
entirely attributable to very small class sizes (Indicator B7). Countries will need to consider such
choices carefully and they will need to improve the knowledge base as to how such choices relate
to value for money if the efficiency of educational services is to increase.

The analysis also reveals several other trends. In countries with the lowest per-student salary
cost at the upper secondary level (as a percentage of GDP per capita), the main reason is usually
comparatively low salary levels as a proportion of GDP per capita. This is true in Iceland, Ireland,
Norway, Poland, the Slovak Republic and Sweden. The main exception is Mexico, whose teacher
salary costs relative to GDP per capita are well above the OECD average, which have been
compensated by large class sizes (Indicator B7).

Again, countries experiencing rises in spending per student need to look carefully at how these

are deployed.

At the tertiary level, the financing patterns that have emerged differ from those in primary and
secondary education. First of all, the use of private funds is much more common than at the
primary and secondary levels. Private funding represents on average 27% of total spending,
exceeds the 50% mark in Australia, Japan, the United States and the partner country Israel, and
reaches over 75% in Korea and the partner country Chile (Indicator B3). The balance between
private and public funding on the one hand, and the ability of countries to provide various forms
of public subsidies for tertiary institutions on the other hand, have been two factors that help to
explain wide differences in the approaches to the financing of tertiary education. Some countries
have found new private sources, some have expanded public funding, while those doing neither
increasingly find expansion and quality hard to reconcile.

So far, the Nordic countries have achieved expansion by providing massive public spending on
tertiary education, including both support of institutions and support of students and households, as
an investment that pays high dividends to individuals and society. Other countries such as Australia,
Canada, Japan, Korea, New Zealand, the United Kingdom and the United States have expanded
participation in tertiary education by shifting some of the financial burden to students and their
families. In many of these countries, tuition fees are set by the institutions (often with a ceiling) and
can vary according to students’ labour market prospects and expected salary levels upon graduation
(Indicator B5). These measures often go hand in hand with financial support to students from
less advantaged backgrounds, in the form of loans and/or scholarships, as well as with loans on
advantageous terms available to all students. Australia and New Zealand, for example, supplement
income contingent loan schemes for tuition fees, which are available to all students, with means
tested income support for living expenses and scholarships to assist with general education and
accommodation costs that target lower socio-economic background students.
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In contrast, many European countries have not increased public investments in their universities
to the extent needed to maintain past expenditure per student levels, yet do not allow universities
to charge tuition fees. As a result, their institutions’ budgetary difficulties are increasing, which
may ultimately endanger the quality of the programmes offered. A striking comparison is that
average spending per tertiary student in most European countries is now well below half the
level in the United States. While choices between greater public investments and a larger share
of private money are difficult to make, doing neither in the face of the rising demand for more

and better tertiary education seems no longer an option.

In moving their education systems forward, countries need to employ a multipronged approach
to ensuring that education is adequately funded. As well as looking at the case for prioritising
education in the allocation of public spending, they may need to look at how more private funding
can be brought in at the tertiary level, at areas to prioritise for quality improvement within the
education system and at ways of deploying resources more efficiently. A challenge here is to
achieve this in ways that do not compromise equity. The indicators show that in many countries,
students are much more likely to be in tertiary education if their fathers completed tertiary
education. This suggests a need for measures encouraging intergenerational progression in
terms of educational qualifications. Strengthening public subsidies and achieving a good balance
between financial aid in the form of student loans and scholarships can be a way to improve
equity in the access to tertiary education. Some analysis suggests that scholarships may be more
efficient than loans in encouraging students from disadvantaged socio-economic backgrounds
to continue to study, whereas loans may work better for the other socio-economic categories
(Indicators A7 and B5).

Beyond the question of resource allocations, improving guidance mechanisms for students to
make informed choices between secondary- and tertiary-level programmes could also impact on
graduation rates and ease pressures on spending because, on average, some 31% of students do
not complete the tertiary studies for which they enrol across the 19 OECD countries for which
data are available (Indicator A4).

Indicator A1 also suggests that adapting programmes that yield poor labour market outcomes
to the growing needs of human resources in specific sectors is an issue. In OECD countries,
the proportion of skilled jobs in the economy is generally larger than the potential supply of

individuals holding high-level education and training qualifications matched with those jobs.

Managing the growth and development of educational systems in ways that improve access,
enhance quality and boost value for money poses difficult challenges, and countries will need to
find ways to address these. The knowledge society is here to stay, requiring capable, highly qualified
and innovative citizenry, and rising educational participation suggests that young persons and
their families have got that message. While nobody can predict how far the expansion in tertiary
education will continue, countries need sustainable financing systems capable of responding to
growing student numbers. Not doing so could mean that the knowledge society could be a
polarised world, peopled by those who can afford education and those who cannot.

This requires tough choices. An important aim of this year’s edition of Education at a Glance is
to lay out how some of these policy choices are made in different countries. Much more will

need to be done to understand how the choices and mixes of policies combine most effectively
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to promote student learning in the different contexts in which countries operate. International
comparisons can be a powerful instrument to facilitate this. They allow education systems
to look at themselves through the lenses of policies planned, implemented, and achieved
elsewhere in the world. They also show what is possible in education in terms of the quality,
equity, and efficiency of educational services, and they can foster better understanding of
how different education systems address similar problems. The OECD will pursue the further
development of policy-relevant international comparisons vigorously, not just in areas where
it is currently feasible, but also in those where a considerable investment still needs to be made
in conceptual work. The launch of the OECD Teaching and Learning International Survey
(TALIS), which represents a major breakthrough in both conceptual and methodological terms,
the further development of the OECD Programme for International Student Assessment
(PISA) and its extension through the OECD Programme for the International Assessment of
Adult Competencies (PIAAC), as well as initial work on exploring the assessment of higher
education learning outcomes (AHELO), will be important steps towards this end.

Bbia (Dsc&;%
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Il Coverage of the statistics
Although a lack of data still limits the scope of the indicators in many countries, the
coverage extends, in principle, to the entire national education system (within the national
territory) regardless of the ownership or sponsorship of the institutions concerned and
regardless of education delivery mechanisms. With one exception described below, all types
of students and all age groups are meant to be included: children (including students with
special needs), adults, nationals, foreigners, as well as students in open distance learning,
in special education programmes or in educational programmes organised by ministries
other than the Ministry of Education, provided the main aim of the programme is the
educational development of the individual. However, vocational and technical training
in the workplace, with the exception of combined school and work-based programmes
that are explicitly deemed to be parts of the education system, is not included in the basic

education expenditure and enrolment data.

Educational activities classified as “adult” or “non-regular” are covered, provided that the
activities involve studies or have a subject matter content similar to “regular” education
studies or that the underlying programmes lead to potential qualifications similar to
corresponding regular educational programmes. Courses for adults that are primarily for

general interest, personal enrichment, leisure or recreation are excluded.

Il Calculation of international means
For many indicators an OECD average is presented and for some an OECD total.

The OECD average is calculated as the unweighted mean of the data values of all OECD
countries for which data are available or can be estimated. The OECD average therefore
refers to an average of data values at the level of the national systems and can be used
to answer the question of how an indicator value for a given country compares with the
value for a typical or average country. It does not take into account the absolute size of the

education system in each country.

The OECD total is calculated as a weighted mean of the data values of all OECD countries
for which data are available or can be estimated. It reflects the value for a given indicator
when the OECD area is considered as a whole. This approach is taken for the purpose of
comparing, for example, expenditure charts for individual countries with those of the entire
OECD area for which valid data are available, with this area considered as a single entity.

Note that both the OECD average and the OECD total can be significantly affected by
missing data. Given the relatively small number of countries, no statistical methods are

«_»

used to compensate for this. In cases where a category is not applicable (code “a”) in a

country or where the data value is negligible (code “n”) for the corresponding calculation,

the value zero is imputed for the purpose of calculating OECD averages. In cases where
«_»

both the numerator and the denominator of a ratio are not applicable (code “a”) for a
certain country, this country is not included in the OECD average.
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For financial tables using 1995 and 2000 data, both the OECD average and OECD total
are calculated for countries providing 1995, 2000 and 2005 data. This allows comparison
of the OECD average and OECD total over time with no distortion due to the exclusion
of certain countries in the different years.

For many indicators an EU19 average is also presented. It is calculated as the unweighted
mean of the data values of the 19 OECD countries that are members of the European Union
for which data are available or can be estimated. These 19 countries are Austria, Belgium,
the Czech Republic, Denmark, Finland, France, Germany, Greece, Hungary, Italy, Ireland,
Luxembourg, the Netherlands, Poland, Portugal, the Slovak Republic, Spain, Sweden and
the United Kingdom.

Classification of levels of education

The classification of the levels of education is based on the revised International Standard
Classification of Education (ISCED-97). The biggest change between the revised ISCED
and the former ISCED (ISCED-76) is the introduction of a multi-dimensional classification
framework, allowing for the alignment of the educational content of programmes using
multiple classification criteria. ISCED is an instrument for compiling statistics on education
internationally and distinguishes among six levels of education. The glossary available at
www.oecd.org/edu/eag2008 describes in detail the ISCED levels of education, and Annex 1
shows corresponding typical graduation ages of the main educational programmes by
ISCED level.

Symbols for missing data
Six symbols are employed in the tables and charts to denote missing data:

a Data is not applicable because the category does not apply.

¢ There are too few observations to provide reliable estimates (i.e. there are fewer than
3% of students for this cell or too few schools for valid inferences). However, these
statistics were included in the calculation of cross-country averages.

m Data is not available.
n Magnitude is either negligible Or Zero.
w Data has been withdrawn at the request of the country concerned.

x Data included in another category or column of the table (e.g. x(2) means that data
are included in column 2 of the table).

~ Average is not comparable with other levels of education

Further resources

The website www.oecd.org/edu/eag2008 provides a rich source of information on the
methods employed for the calculation of the indicators, the interpretation of the indicators
in the respective national contexts and the data sources involved. The website also provides
access to the data underlying the indicators as well as to a comprehensive glossary for

technical terms used in this publication.
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Any post-production changes to this publication are listed at www.oecd.org/edu/eag2008.

The website www.pisa.oecd.org provides information on the OECD Programme for
International Student Assessment (PISA), on which many of the indicators in this
publication draw.

Education at a Glance uses the OECD’s StatLinks service. Below each table and chart in
Education at Glance 2008 is a url which leads to a corresponding Excel workbook containing
the underlying data for the indicator. These urls are stable and will remain unchanged over
time. In addition, readers of the Education at a Glance e-book will be able to click directly

on these links and the workbook will open in a separate window.

Codes used for territorial entities

These codes are used in certain charts. Country or territorial entity names are used
in the text. Note that in the text the Flemish Community of Belgium is referred to as
“Belgium (Fl.)” and the French Community of Belgium as “Belgium (Fr.)”.

AUS Australia ITA Italy

AUT Austria JPN Japan

BEL Belgium KOR Korea

BFL Belgium (Flemish Community) LUX Luxembourg
BFR Belgium (French Community) MEX Mexico

BRA Brazil NLD Netherlands
CAN Canada NZL New Zealand
CHL Chile NOR Norway

CZE Czech Republic POL Poland
DNK Denmark PRT Portugal

ENG England RUS Russian Federation
EST Estonia SCO Scotland

FIN Finland SVK' Slovak Republic
FRA France SVN Slovenia
DEU Germany ESP Spain

GRC Greece SWE Sweden
HUN Hungary CHE Switzerland

ISL Iceland TUR Turkey

IRL Ireland UKM United Kingdom
ISR Israel USA United States
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