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FOREWORD

As the transition began, countries in the Europe
and Central Asia (ECA) region had reason to take
pride in their education systems. They had solved
problems that still bedevil several other regions
of the world. Adult literacy was generally universal;
participation and completion rates for children
and youth of both genders were high at all levels
of education; teachers came to work; students
had textbooks; students from some of the countries
that participated in international assessments of
mathematics and science performed well; and rep-
etition and dropout rates were low.

The Bank conducted this study of the education
sector to increase the value of our contribution to
our ECA counterparts. A sobering picture emerged
that surprised the World Bank as much as it may
surprise our colleagues in the region. 

ECA education systems that were a good fit with
planned economies and authoritarian political
systems are a poor fit with market economies and
open political systems. International evidence
shows that they are not creating the best product
for a market economy. Market economies—
and open societies—require abilities to apply
knowledge flexibly, to cope with the cognitive
requirements of unfamiliar tasks, to recognize and
solve problems, and to self-manage new learning.
The content and structures of curricula and text-
books and prevailing teaching practices in ECA do
not seem to support the acquisition of these skills.

Just when human capital is becoming increasingly
important in the region, inequities in learning
opportunities are increasing—to the detriment of
the poor everywhere. Since the human capital
acquired by parents affects that acquired by their
children, lower levels of human capital in one
generation can trigger less human capital and
greater poverty in subsequent generations.
Enrollment rates are going in the wrong direction.

A larger proportion of young cohorts is building
less human capital; a smaller proportion is building
more. Since 1989 the number of years of full-time
education (excluding preschool) that an average
six year-old child in ECA can expect to achieve
over his or her life time has declined by about
three-quarters of a year. In contrast, the school
expectancy for the average OECD child has
increased during the last decade. By 1998 the
average OECD child could expect to complete
almost five more years of education than the
average ECA child.

Most countries have yet to control significant
inefficiencies in the sector, especially in their 
use of teachers, non-teaching staff, and energy.
Student/teacher ratios, initially low relative to
other regions of the world, had dropped to an
average of 14:1 across the region by 1997. Most
countries are accommodating these large teaching
forces by letting teacher wages fall below the
average public sector wage, not by rationalizing
the teaching force by reducing its size and
increasing class sizes, contractual hours, and pay.  

ECA policymakers are too often handling severe
limits on public budgets for education in ways
that compound the problems of the sector. Energy
and wage bills have crowded out other inputs to
education. The underfunding or nonfunding of
school maintenance has created an education
infrastructure crisis, especially in the former
republics of the Soviet Union.  Governments have
cut the purchase of didactic materials such as
textbooks, closed schools to conserve on the
costs of heat, reduced or eliminated in-service
training for teachers, and let teachers’ wages fall
relative to other public sector wages, thereby
increasing the risk of losing the best teachers.
Some governments have run up arrears in energy
bills and teacher wages. They have shifted costs
to families with unintended but nonetheless 
real effects on the demand for education by 
poor families. 
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In most countries of the region, goal setting and
steering processes, which provide the basis for
assessing the performance of the sector, are still
partisan, nontransparent, weak, or absent. 
The managers of the sector have to cope with
responsibilities incommensurate with resources
and functions allocated to the wrong levels of
government. Functions are missing, including pol-
icy analysis, planning, and financial management
that are key to the rationalization of the sector.
The efficient delivery of educational services
depends on a vigorous checks-and-balance 
relationship between three forces: the state, the
private sector, and stakeholders. However, in most
ECA countries the state now dominates the delivery
of educational services, unchecked by competitive
processes and stakeholder voice.

The transition process has surfaced challenges
that are much broader and deeper than anyone
had anticipated at its start. As in other sectors,
the job ahead for our clients and the Bank in the
education sector will be technically and politically
difficult. The World Bank stands ready to travel
this road with our clients, mobilizing the Bank’s
and our partners’ resources and skills to help ECA
countries build excellent educational systems.
The Bank’s commitment to economic development
and poverty alleviation and our recognition of the
role of human capital in realizing these objectives
demand nothing less of us.

[signature]
Johannes F. Linn
Vice President
Europe and Central Asia Region
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PREFACE

The audiences for this book are policymakers in
the Europe and Central Asia region (ECA), espe-
cially ministers of finance and education, and the
World Bank’s top management for the region. 

The purposes of this book are diagnostic and
strategic. By the start of the transition, ECA 
education systems had solved problems that still
plague other regions of the world—for example,
limited access, gender inequalities, and poor
quality output relative to the economic and polit-
ical requirements of individual countries. Both the
World Bank and our clients thought that in ECA
education was not a problem sector. This report
will therefore surprise many ECA governments,
just as its results surprised the World Bank team
that conducted the work. The team found that
deep and broad problems were emerging in the
sector that threatened many countries’ previous
achievements in education. 

Thus, an important purpose of the book is as a
regional alert. Another is strategic—to chart how
ECA governments and the World Bank might move
toward more effective delivery of educational 
services in the region as a whole. This book can
delimit the general lines of a strategy for address-
ing a particular issue. It can identify approaches
that seem effective in a range of countries and
are thus worth considering. It can warn against
actions that seem ineffective, regardless of 
country. But it cannot provide a blueprint that 
an individual country might use to move from an
undesirable to a desirable state. Such a blueprint
would involve too many country-specific particu-
lars and is best developed in the context of 
country-specific sector work. 

ECA countries can be clustered into subregions of
countries that are more similar to one another in
their historical, social, political, and economic
contexts than they are to countries in other 

subregions. However, the World Bank team found
that countries did not cluster neatly according to
the variables used to analyze the state of educa-
tion, and this complicates the design of strategy.
For example, most countries showed efficiency
problems, but the infrastructure crisis tended to
be limited to countries of the Former Soviet
Union and Albania. Underfinancing of education
is scattered about the region.

The introduction points out that the issues 
identified for the sector cut across all levels of
education but play out in different ways by level.
For example, governance problems afflict all levels
of education, but their nature and the strategies
for dealing with them differ by level. Subsequent
regional sector work will focus on particular levels
of education—especially higher education, voca-
tional/technical education, and upper secondary
education. Such work will complement this book
by detailing the issues and strategic solutions for
those levels.
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INTRODUCTION

Accomplishments in education were one of 
the triumphs of communism. At the time of the
transition in 1989, adult literacy was generally
universal; participation and completion rates for
children and youths of both genders were high 
at all levels of education; teachers came to work;
students had textbooks; students from some
countries in Europe and Central Asia (ECA) that
participated in international assessments of 
mathematics and science performed well; and
repetition and dropout rates were low.

But the Rules of the Game 
Have Changed

Given such a legacy, the education sectors of the
transition economies seem to have few problems
relative to education systems in other regions of
the world—for example, they do not have problems
of low participation or gender inequities.
However, the rules of the game that resulted in
good educational outcomes under the require-
ments of communism have changed. 

The rules for market economies and open political
systems differ from those for command economies
and authoritarian political systems. Although
countries of the region differ in how far they
have traveled down the road to their new political
and economic destinations, all countries will 
ultimately have to solve similar problems in their
education systems. The countries of the
Organisation for Economic Co-operation and
Development (OECD) are still trying to solve some
of these problems, the differences between ECA
and OECD countries often being more in degree
than in kind.

• To deal with the uncertainties and continuous
changes characteristic of market economies, 
students need strategic skills, such as knowing-
how-to-learn skills, problem-solving skills, and

evaluative skills. Most ECA education systems focus
on memorized factual and procedural knowledge,
adequate for the predictability of a planned econo-
my but not for the volatility of a market economy.

• The years of education completed by students
have to increase, as do the rates of completion of
upper secondary education and participation in
postsecondary education. In several ECA countries
years of education completed are declining.

• The shift from mass to flexible production
requires broader knowledge and skills than early
specialization provides. Although some ECA 
countries are eliminating early specialization 
immediately after basic education, some are not,
and some are introducing it earlier. 

• The variation in students’ educational attain-
ments—whether measured by years of schooling
completed or by the nature of the skills and
knowledge mastered—has to be narrowed. In gen-
eral, variations in attainments are increasing, not
decreasing, in ECA countries.

• The productivity of education systems—their
outcomes relative to the costs of attaining those
outcomes—has to improve. Almost all ECA coun-
tries lack a productivity focus and the information,
managerial skills, and incentives needed to improve
productivity.

• Publicly financed educational services have to
be accountable to taxpayers and beneficiaries for
the costs and quality of these services. Most ECA
countries cannot measure service delivery in these
terms, and almost none make what information
they do have widely available to the public.

• The management of education systems has to
be structured to protect national, subnational,
and school-level interests. Most ECA countries
have changed the management of their education
systems, but generally not in ways that protect
these interests.

EUROPE AND CENTRAL ASIAN REGION
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• Education systems have to respond to the
changes in external circumstances that redefine
what the larger society needs from its education
system. The region is bimodal here. Some ECA
countries understand this point; others do not see
that social and economic context defines educa-
tional purposes and achievements.

These changes in the rules of the game
have opened up fault lines beneath the
region’s education systems

Beneath the surface of ECA’s education systems,
then, are fault lines that, unless repaired, will
ultimately undermine these systems. The region’s
education systems have five shared problems,
each of which is discussed in a separate chapter.
The last, chapter 6, lays out the implications of
these issues for the Bank’s business strategy.

1. Alignment. As touched on above, educational
quality is contextual; it is not a constant under
all conditions. ECA education systems that were a
good fit with planned economies and authoritari-
an political systems do not fit open market
economies and open political systems well.

2. Fairness. Education is an important mechanism
for reducing and preventing poverty. Differences
in children’s learning opportunities are emerging
in ECA at that very point in the region’s history
when human capital—summed up as skills and
knowledge—increasingly determines individual
and family incomes and the probabilities of inter-
generational poverty.1

3. Financing. ECA countries have to realign the
financing of their education systems with fiscal
realities without jeopardizing the fairness and
quality of educational services. Their failure to
rationalize the financing of education systems is
eroding the achievements of the pretransition
period and undermining the sector’s ability to
respond to the challenges of a market economy. 

4. Efficiency. Most ECA education systems use
inputs inefficiently. These inefficiencies are the
legacy of centrally planned economies, where
allocation decisions were made in physical terms
without the intermediation of prices or budgets.

5. Governance, management, and accountability.
Most ECA education systems do not perform well
against standards of transparent and effective
governance, efficient management, and vigorous
accountability to a range of stakeholders. The
sector is still dominated by government, inade-
quately counterbalanced by competition (choice)
and participation (voice).

These fault lines apply to all levels of education:
preschool, primary, lower secondary, academic
secondary, secondary and postsecondary vocation-
al/technical, university, and adult education and
training.2

However, they play out in different ways at each
level. For example, all levels have inefficiencies.
At the preschool level they take the form of
excessive numbers of nonteaching staff, such as
caretakers, doctors, nurses, cooks, assistant
cooks, and cleaners. For secondary

EUROPE AND CENTRAL ASIAN REGION

1. Human capital results from investments in individuals that increase their future welfare by increasing the efficiency of their
future consumption and productivity. These investments include, but are not limited to, education and training. 

2. ECA countries vary somewhat in the organization of their education systems and in the ages and grades associated with each
level of education. The region’s education systems have also gone through substantial restructuring over the decade, particu-
larly at the level of vocational education. However, in general, preschool, (as distinct from nursery care for children ages 0–3
includes children ages 3 to 5, 6, or 7. When preschool includes 7 year olds, the curriculum for 7 year old preschoolers tends to
approximate that of the first grade in primary schools in other countries. Primary education can be grades 1–4/5, the normal
age range being 6/7–10. The lower secondary level can be grades 5/6–8/9, the normal age range varying from 10–14 to
11–15. "Basic" education refers to primary and lower secondary education combined. After eight or nine years of schooling,
students choose from among three alternatives: (1) an academic stream that leads to matriculation from secondary education
and that lasts two to four years; (2) a technical/vocational stream that also leads to matriculation from secondary education
and that lasts three to four years; or (3) a vocational program that does not lead to matriculation and that lasts one to 
two years. 
Postsecondary education is quite variable in its organization. However, there is usually opportunity for postsecondary techni-
cal instead of university training. Adult education and training target those of labor force age.
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vocational/technical education they lie in the
facilities and equipment required to support
excessively narrow and specialized programs.
Where important, this book discusses differences
by level.

Truth in advertising—or what this
paper does not try to do

This report makes no a priori assumptions about
the Bank’s investment priorities by level. As table
1 shows, since 1984 Bank investments in the
region have ranged across the levels. It is a sine
qua non that basic education has to be protected
in all countries because deterioration at this level
affects the incidence of poverty so strongly.
Beyond this imperative, investment priorities
emerge from the needs of individual countries and
the feasibility of meeting them. 

This book focuses on problems that are generally
common to the 27 ECA countries. Countries in the
region differ from one another, and by the end of
the first posttransition decade these differences
had increased. For example, a significant gap is
opening up between the Central European and
Baltic countries and other ECA countries as the

former surge economically and succeed in estab-
lishing political stability and the rule of law. 

Despite their differences, these countries can be
clustered into subregions of countries that are
more similar to one another in their historical,
social, political, and economic contexts than they
are to countries in other subregions.3 Figures 1
through 3 and table 2 present some of the basic
demographic and economic realities of the region.
Most countries have small populations (figure 1)
of 10 million or less, with one country, the
Russian Federation, accounting for 31 percent of
the total population of the region and six of the
28 countries (including Russia) for 73 percent of
the region’s total. 

The percentage of the population that lives in
rural areas varies from 68 percent (Tajikistan) to
24 percent (Russia), with the average percentage
living in rural areas being 41 percent (figure 2).

The number of ethnic groups within a country
varies significantly when small minority popula-
tions are counted. Figure 3 shows the percentage
of the dominant ethnicity, which varies from 98
percent (Poland) to 40 percent (Bosnia-Herzegovina).

EUROPE AND CENTRAL ASIAN REGION

World Bank financing

Level of Education ($million) (% by level)

Preschool 14.5 0.01
Basic 724.9 44.20
Upper secondary (vocational/technical and academic) 230.4 14.00
Higher education 504.0 30.70
Adult training 166.9 10.20

Total 1,640.7 100.00

Note: This table is based on closed projects and those under supervision at time of writing. The percentage column sums to less 
than 100 because of rounding.

Source: Author’s compilation.

Table 1.   World Bank Financing in ECA by Education Levels: 1984–99

3 The subregions are Central Europe (Czech Republic, Hungary, Poland, and Slovak Republic), Southeast Europe (Albania,
Bulgaria, and Romania), the Baltic states (Estonia, Latvia, and Lithuania), the western Commonwealth of Independent States
(Belarus, Moldova, Russia, and Ukraine), the Caucasus (Armenia, Azerbaijan, and Georgia), former Yugoslavia (Bosnia-
Herzegovina, Croatia, Former Yugoslav Republic of Macedonia, Slovenia, and Federal Republic of Yugoslavia), and the Central
Asian republics (Kazakhstan, Kyrgyz Republic, Tajikistan, Turkmenistan, and Uzbekistan). Turkey is a subregion by itself.
Excluding the Federal Republic of Yugoslavia, these countries constitute the ECA lending region.
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Russia
31%

Remaining 22
countries**

27%

Turkey, Ukraine, Poland, 
Uzbekistan, Romania*

42%

Figure 1  Six Countries Accounted for 73 Percent of the ECA Population in 1997

Note: *Romania - 5%, Uzbekistan - 5%, Poland - 8%, Ukraine - 11%, Turkey -13%. **Remaining 22 countries, each with less than 5% of
the ECA population.

Source: Based on annex table A1.
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Figure 2  Percentages of Rural and Urban Population Varied by Country in 1997

Note: Rural population in the countries listed in each group falls into a 10 percent band within an overall range of 20–70 percent. The 
percentage for each group is the average for individual countries in that group.

Source: Wetzel and Dunn (1998).
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In the last decade all countries experienced
declines in total fertility rates (figure 4.1 in
chapter 4; annex table A3). Between 1989 and
1997, Turkey, Albania, and the Central Asian
republics show smaller declines, whereas rates in
the Baltic states and the western Commonwealth
of Independent States (CIS) are little more than
half the rates of 1989. Most ECA countries now
have rates below replacement.

The economic fortunes of the region’s countries in
the last decade have differed significantly (table
2). Between 1989 and 1998 Turkey’s gross domes-
tic product (GDP) grew by 73 percent; Poland’s,
by 37 percent; Slovenia’s, by 30 percent.
However, Ukraine’s GDP declined by 51 percent;
Tajikistan’s, by 58 percent; and Georgia’s, by 65
percent. Despite differences, except for Turkey the
27 countries face similar transition requirements.4

As these affect their education systems, they
have to solve similar education problems.

Countries differ in the severity of these problems,
in the extent to which they see them as problems,
and in the form that the issues take in country-
specific contexts. Where these differences are
clear and important, the book discusses them. 

Solutions to shared education problems have to
be country-specific. This book can only map out
the general lines of a strategy for addressing a
particular issue. It can identify approaches that
seem effective in a range of countries and are
thus worth considering. It can warn against
actions that seem ineffective, regardless of coun-
try. It cannot, however, provide a useful blueprint
for how a country can move from an undesirable
to a desirable state. These strategies necessarily
involve too many country-specific particulars. 

This book does not discuss the particular educa-
tion problems of countries in conflict or postcon-
flict situations. Albania, Azerbaijan,

EUROPE AND CENTRAL ASIAN REGION

4 For example, unlike other countries in the region, Turkey faces problems of participation in basic education, especially for
girls at the lower secondary level.
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Figure 3   Size of the Dominant Ethnic Group Varied by Country, 1996

Note: The dominant ethnic population of countries listed in each group falls into a 10 percent band within an overall range of 40–100 per-
cent. The percentage for each group is the average for individual countries in that group.

Source:  Wetzel and Dunn (1998).
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Bosnia-Herzegovina, Croatia, Georgia, and the
Nagorno-Karabakh region (inside Azerbaijan but
claimed by Armenia) are now in a postconflict
status. Russia’s Chechnya region is still convulsed.

The World Bank’s Goals for Education 
in ECA 

The five fault lines identified above define the
Bank’s development objectives for the education
sector in ECA countries:

• Realign education systems with market
economies and open societies.

• Combat poverty by increasing educational
fairness.

• Finance for sustainability, quality, and fairness.
• Spend resources more efficiently.
• Reinvent the sector’s governance, manage-

ment, and accountability.

EUROPE AND CENTRAL ASIAN REGION

Country % Change Country % Change

Central Europe Western CIS
Czech Republica 5.3 Belarusa -12.7
Hungarya 6.3 Moldovae -32.9
Poland 37.4 Russian Federation -35.7
Slovak Republica 11.7 Ukrainea -51.1

South-Eastern Europe Caucasus state
Albaniab 3.0 Armeniab -54.2
Bulgariaa -22.0 Azerbaijan -51.8
Romania -10.4 Georgiaa -65.4

Former Yugoslavia Central Asian republics
Bosnia and Herzegovina — Kazakhstan -34.5
Croatiac 24.3 Kyrgyz Republic -23.5
Macedonia, FYRd -1.7 Tajikistanf -58.1
Sloveniae 30.0 Turkmenistanf -28.5
Yugoslavia, FR — Uzbekistand 4.8

Turkeya 73.0
Baltic states
Estoniaa -14.3
Latviaa -36.8
Lithuania -14.2

— Not available

Notes:  a. 1997 data; b. between 1990 and 1997; c. between 1991 and 1996; d. 1992 data; e. between 1992 and 1997; 

f. between 1989 and 1996.

Source: Author’s calculations based on GDP-PPP (purchasing power parity; based on current international $); World Bank (various years).

Table 2.   Percentage Change in GDP, by Country, between 1989 and 1998 
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CHAPTER ONE
REALIGN EDUCATION SYSTEMS 
WITH MARKET ECONOMIES AND 
OPEN SOCIETIES

Summary

ECA education systems must respond to the new
economic and civic imperatives of emerging 
markets and open societies because these changes
will dramatically affect the knowledge, skills, and
values that citizens need.

The economic imperative. ECA countries are 
moving at different rates from centrally planned
economies to market economies. This shift will
increasingly require workers with better information-
processing, problem-solving, and knowing-how-
to-learn skills. Available international test data
show that ECA countries are significantly behind
OECD countries in many such skills.

The civic imperative. Two attributes of a civic
society are particularly important for economic
growth. The first is a strong body of civic institutions
that provide the transparency and accountability
needed to attract investors. The other is a shared
commitment, across social divisions, to the rules 
of social participation, thereby increasing trust and
social cohesion. Trust reduces transaction costs;
social cohesion promotes economic development 
by reducing the risk of political instability. If the
broader society supports these civic objectives,
schools can encourage both of them.

Fundamental changes in ECA education systems
will be required to achieve these objectives.
Educators, supported by government, have to
change the methods, content, and timing of teach-
ing. Among other things they must realign the 
content of instruction with new objectives, ensure
that all students attain higher levels of foundation
skills, and establish opportunities for adults to
adjust their human capital to new skill demands.

Changes of this magnitude require a sophisticated
political and technical strategy. 

Over the long run, education systems only remain
credible to the societies in which they are embed-
ded, and to the citizens who pay the bills, if 
they meet one condition: they have to adapt to
the fundamental economic, political, and social
changes that affect the skill, knowledge, and
value profiles that citizens need. This chapter
shows how economic and political changes 
profoundly affect ECA education systems and 
discusses ways in which these systems can adapt
to them. The changes required are at the core 
of teaching and learning

Why This Development Goal?

Economic and civic imperatives in ECA countries
are forcing changes in all major social institu-
tions, including education. After only one decade
of transition, ECA countries are moving at very
different speeds toward market economies and
open societies. Pressures for forward motion in
these areas will persist, challenging the region’s
education systems to change in both obvious and
subtle ways. 

The Economic Imperative

ECA countries are negotiating three economic
changes that affect education:

• From centrally planned economies to 
market economies5

• From protected trade based on politics 
to global trade based on economic 
comparative advantage

• From mass production to the flexible or cus-
tomized production of goods and services

Figure 1.1 shows that these changes are taking
place at different rates in different countries.
Average scores for ECA countries on nine indica-

EUROPE AND CENTRAL ASIAN REGION

5 In fact, countries worldwide have mixed economies, in that both the state and the private sector control means of produc-
tion and allocate resources. However, from the perspective of education, private sector activity has the closest link to human
capital requirements.
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tors of privatization, markets and trade, financial
institutions, and legal reform for 1995 and 1999
show an increasing percentage of ECA countries
moving toward a market economy. Between 1995
and 1999 the percentage of laggards dropped
from 56 to 32, and the percentage making some
progress increased from 20 to 32. The percentage
of those achieving substantial progress increased
from 24 to 36. 

From centrally planned to market economies. The
implications of a market economy for education
are radically different from those of a planned
economy, but they are fairly easy to see. Price-
based economies generate relationships between
wages and human capital; in planned economies
there is little relationship between the two. When
market forces, not planning, define the skills and
knowledge that workers need, the profiles of
human capital required to compete in labor mar-
kets must change to let individuals adapt to rapid
changes in skill demand. Market forces are also
spotlighting the inefficiencies and fiscal sustain-
ability problems of ECA education systems.

The other two economic shifts challenge ECA edu-
cation systems less obviously, but both require a
workforce trained to function in new ways. 

From protected trade based on politics to global
trade based on economic comparative advantage.
Integration into the global economy imposes a
discipline on domestic producers by increasing
competition and clarifying comparative advantage.
Integration is a stimulus for doing what producers
have to do anyway in order to raise productivity,
which is the key to higher wages and higher stan-
dards of living. Globalization, in conjunction with
the flexible production of goods and services and
expanded and cheaper communication and trans-
port systems, gives customers more choice. Thus,
moving into the global economy raises the stan-
dards for goods and services that suppliers have
to meet. These higher standards prevail even
within suppliers’ domestic markets, since standards
“leak” back and forth across national boundaries
in the form of traded goods and services.

From mass production to the flexible or customized
production of goods and services. Moving from

EUROPE AND CENTRAL ASIAN REGION
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Figure 1.1   By 1999, Two-Thirds of ECA Countries Showed Some or Substantial
Progress in Their Transition toward a Market Economy

Source: Based on data from EBRD (various years).
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mass production to the flexible production of
goods and services changes the opportunities
and, ultimately, the basis for economic growth.
Computerized technologies have revolutionized
production by allowing both long and short 
production runs that can respond to niche or 
customized markets at the cost savings of mass
production. Mechanically based technologies are
inflexible in that "instructions"—for example, on
how to cut metal for the production of a particular
model of car—are embedded in the physical
tools, forcing automobile manufacturers to shut
down their production lines to retool for any
changes. Computerized technologies, by contrast,
are functionally flexible; instructions are now
embedded in computer programs that can be easi-
ly changed. Modern carmakers can now produce
utility vehicles, passenger cars, and light trucks
on the same assembly line on the same shop floor
on the same day. Banks can vastly expand the
range of their financial services by creating com-
puterized databases and computational programs
that let them customize services to their 
customers’ needs.

Globalization and flexible production have thus
combined to foster a changed profile of customer
demand in manufactured goods, agricultural prod-
ucts, and services. International and, increasingly,
domestic customers have come to expect a large,
varied, and continuously improving basket of
goods and services, fast delivery of orders, high
and consistent quality, and low prices. 

Taken together, these economic 
shifts put a premium on information-
processing and problem-solving skills 

Meeting these demands requires changes in tech-
nologies and the organization of work. Mass 
production of goods and services depended on
routinization and a hierarchical specialization of
function, where most workers, even middle man-
agers, were order takers. They were not expected

to exercise judgment, initiative, or problem-solving
skills, and most decisions were referred up the
chain of command. This productive regime was
predicated on slow rates of change that minimized
the need for adult learning. 

Under flexible production, by contrast, employers
broaden job descriptions to give each worker
authority over more of the component tasks of
production, flatten organizational hierarchies, and
introduce job rotation and team-based work.
These changes simultaneously save the time lost
in referring decisions up and down organizational
ladders and reduce middle management and
supervisory jobs. The jobs of less skilled workers
begin to incorporate some of the supervisory,
planning, repair, maintenance, and quality control
functions previously reserved for managers 
or specialists.

Thus, workers even in previously lower skill jobs
need higher levels of verbal and quantitative
skills. Since change is the defining characteristic
of globalizing market economies, workers need
broader job knowledge, better problem-solving
skills, knowing-how-to-learn skills, and 
greater initiative. 

The increasing demand for highly skilled labor
shows up in increasing unemployment rates for
those with low educational qualifications, falling
real wages for those with low skills, and increasing
growth in white collar, high-skilled occupations
as a percentage of total job growth. 

Test data show that ECA countries 
are behind OECD countries in their 
citizens’ information-processing skills 

The education and training systems of ECA coun-
tries fit their pretransition economies well, and
many ECA educators believe that they still have
good systems. However, evidence from the OECD
International Adult Literacy Survey (IALS) sug-

EUROPE AND CENTRAL ASIAN REGION
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gests that the region’s education systems are a
poor fit with modern economies (OECD 2000). The
IALS defines literacy as the information-processing
skills that adults need to perform literacy tasks
encountered at work, at home, or in the communi-
ty. The survey measures the individual’s capacities
to expand and interpret the meaning of verbal
and quantitative texts, using three scales: prose,
document, and quantitative.6 It does not measure
the individual’s retention of specific information
or ability to use that information in academically
structured problems. Scores on these scales corre-
late strongly with probabilities of unemployment,
wages, and per capita GDP. The amount of variance
in literacy scores within a country correlates with
the extent of income inequality in that country.

Four ECA countries participated in the two rounds
of the IALS: the Czech Republic, Hungary, Poland,
and Slovenia. Assessment results indicate that the
education systems of three of these four countries
(Hungary, Poland, and Slovenia) are producing the
wrong product for a market economy. As figure
1.2 shows, in contrast with the results for the
Czech Republic, significant shares of those 16–65
years of age in the other three ECA countries 
perform poorly. A comparison of the IALS data 
for these four countries with those for the OECD
countries in the survey tells an important story. 

• In three of the four ECA countries very high
percentages of workers aged 16–65 tested at low
literacy levels (levels 1 and 2) on all three
scales.7 (See figure 1.2.) Scores at or above level

3 predict ability to function in modern work-
places. About 75 percent of workers in each of
the three low performing ECA countries tested
below level 3 on the prose scale; between 67 and
75 percent, below level 3 on the document scale.
Hungary performed better on the quantitative
scale, although still below the OECD distribution.
However, 65–70 percent of the Polish and
Slovenian 16–65 year olds tested at levels 1 or 
2 on the quantitative scale. 

• Analyses of IALS data for all participating
countries found that achieving the literacy levels
required in modern workplaces (level 3 and
above) was associated with having completed
upper secondary education. Of the four ECA coun-
tries, the Czech Republic had the highest upper
secondary completion rate for those 25–64 years
of age and a significantly higher completion rate
than the average for participating OECD countries.
Nevertheless, two of the low performing ECA
countries (Poland and Slovenia) also had comple-
tion rates above the average for the OECD coun-
tries, while Hungary’s rate was only modestly
lower. This suggests that the differences between
the tested skills of adults in Hungary, Poland, and
Slovenia and those of adults in participating OECD
countries cannot be attributed to the quantity of
education that ECA populations complete.

• The performances of those still in, or recently
graduated from, school reflect most pertinently
on the quality of a country’s education system.
Substantially higher percentages of 20–25 year

EUROPE AND CENTRAL ASIAN REGION

6 Prose literacy is defined as the knowledge and skills needed to understand and use information from texts, including editori-
als, news stories, poems, and fiction. Document literacy is defined as the knowledge and skills required to locate and use
information contained in various formats, including job applications, payroll forms, transport schedules, maps, tables, and
graphics. Quantitative literacy is defined as the knowledge and skills required to apply arithmetical operations, either alone
or sequentially, to numbers embedded in printed materials.

7 Level 1 indicates individuals with very poor skills. For example, the person may be unable to determine the correct amount
of medicine to give a child from information printed on the package. Level 2 respondents can deal only with material that is
simple and clearly laid out and in which the tasks involved are not too complex. It denotes a weak level of skill but more
hidden than level 1. Individuals may have developed coping skills to manage everyday literacy demands, but their low profi-
ciency makes it difficult for them to face novel demands, such as learning new job skills. Level 3 is considered a suitable
minimum for coping with the demands of everyday life and work in a complex, advanced society. It denotes roughly the skill
level required for successful secondary school completion and college entry. It requires the ability to integrate several
sources of information and solve more complex problems. Levels 4 and 5 describe respondents who demonstrate command of
higher order information-processing skills.
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Source:  Based on data from OECD (2000, table 2.2).

Figure 1.2   Percentage of 16–65 Year Olds who Test at Low Literacy 
Levels, 1994–98
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olds in Hungary, Poland, and Slovenia tested at
low literacy levels than those in the same age
group in participating OECD countries.8

• This indicates that the current education sys-
tems of the transition countries are not producing
the skills that new entrants into the workplace
will need as those workplaces modernize.

• Multivariate analyses show that different 
factors account for the literacy performances of
countries that participated in the IALS. However,
one factor—parental socioeconomic status—dis-
tinguishes the three low performing ECA countries
from the Czech Republic and the OECD countries.9

Parental socioeconomic status has significantly
more effect on literacy performance in Hungary,
Poland, and Slovenia than in the Czech Republic
and has more effect than in most OECD countries.
Apparently, education policy in these three ECA
countries is not designed to minimize the effect
of parental background—and may operate to 
reinforce it via mechanisms such as early tracking.

The Civic Imperative

For decades ECA countries were ruled by authori-
tarian regimes that controlled their populations
through fear and the deliberate creation and
manipulation of distrust. The region faces common
civic challenges in its transition from authoritari-
anism to open societies. The concept of an open
society is variously interpreted. However, two
attributes of the civic society are particularly 
germane to economic development. One is having
strong civic institutions that attract domestic 
and international investors. The other is a shared
commitment across social divisions to the rules 

of social participation. Such commitments reduce
transaction costs and increase social cohesion.
Lower transaction costs increase the efficiency of
economic activities, and greater social cohesion
reduces the chances of the civil strife that is 
so disruptive to economic growth. Under some 
conditions, schools can encourage both of these 
civic objectives.

The civic basis for a state that attracts investors.
Studies show that private investment correlates
with investors’ perceptions of the predictability,
accountability, and transparency of the state. One
survey of investors in 69 countries found that 
the ECA region performed particularly poorly on
these dimensions, relative to other regions 
(World Bank 1997d).

The civic basis for a state attractive to investors
requires more than mechanisms that let citizens
enforce demands for accountability and trans-
parency. It also requires that citizens be willing
to use these mechanisms—in other words, that
citizens believe that they have rights relative to
the state and obligations as citizens to exercise
those rights. These civic habits are poorly devel-
oped in ECA. Decades of authoritarian regimes
left in their wake citizens who are often passive
and fatalistic and who shift blame and responsi-
bility to others.

A shared commitment to the rules of social 
participation across social and political divisions.10

Shared rules create a basis for trust among 
citizens, and evidence is growing that trust and
civic-mindedness strongly predict better economic
performance (Knack and Keefer 1997).11 Economic
development is based on human cooperation and
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8 The average literacy skill level of Polish youth translated into a lag of 2.5–3 years of education compared with the 16–25
year olds in the full sample. Polish 16–25 year olds had completed an average of 11.2 years of education, compared with
12.1 years for the full international sample of this age group, but only 0.9 years of this difference can be attributed to the
difference in years of schooling actually completed (Willms 1999).

9 Socioeconomic status is measured by parental education (OECD 2000).
10 This interpretation of "open society" is related to the concept of social capital, which is broadly defined to mean social rela-

tionships as resources that actors can use to achieve their economic interests—for example, to reduce economic risk or to
acquire information pertinent to economic transactions. The economic benefits of these relationships are unintended or only
partially intended; that is, they are not the main purpose of the relationship—but they are nonetheless real and persistent.

11 These terms are defined relative to items on the World Values Surveys of the University of Michigan. Trust is measured by the
question "Generally speaking, would you say that most people can be trusted, or that you can’t be too careful in dealing
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exchange—on transactions. Trust increases the
efficiency of these transactions. Economic activi-
ties that require agents to rely on the future
actions of others are accomplished at lower cost
in environments of higher trust, in part because
of a lesser need for costly enforcement. 

Shared rules also help citizens to see one another
not as “cultural strangers” but as citizens of the
same or similar communities and countries. The
term social cohesion refers to the willingness of
groups to cooperate across boundaries that nor-
mally divide them (e.g., clan, ethnic, or religious
membership). Social cohesion increases economic
development by reducing the risk of political
instability and civic strife, both of which increase
the instability of codes of social participation and
the uncertainty of transactions. Studies such as
Ashutosh Varshney’s (forthcoming) on Hindus and
Muslims in India find that the structure of civic

life affects ethnic and communal violence. When
groups otherwise divided by ethnic and other 
differences have vigorous intercommunal associa-
tions and frequent everyday engagements, there
is less social space for communal violence and
more constraint on the polarizing strategies of
political elites.

A number of ECA countries have multiple ethnic
and religious divisions that can threaten social
cohesion (UNICEF 1998, table 3.3, p. 56). For
example, Georgia, with a population of only 5.5
million, has multiple distinct ethnic groups and
four distinct religions. Countries such as Bosnia-
Herzegovina, Estonia, the Federal Republic of
Yugoslavia (FR Yugoslavia), the Former Yugoslav
Republic of Macedonia (FYR Macedonia), Kazakhstan,
the Kyrgyz Republic, Latvia, Moldova, and Ukraine
have large minority groups.

EUROPE AND CENTRAL ASIAN REGION

with people?" Civic mindedness is measured by responses to questions about whether each of the following behaviors "can
always be justified, never be justified, or something in between": (a) claiming government benefits which you are not enti-
tled to; (b) avoiding a fare on public transport; (c) cheating on taxes if you have the chance; (d) keeping money that you
have found; and (e) failing to report damage you have done accidentally to a parked vehicle. (See Knack and Keefer 1997.)

Box 1.1

USING THE SCHOOLS TO EDUCATE STUDENTS FOR AN OPEN SOCIETY

Effective participation in open societies requires capacities and perspectives that are fairly easily taught and
practiced in schools. 

• Engendering skepticism about absolutes seems related to the acquisition of the fundamentals of epistemology:
what does it mean to know something, and to what extent does a text or statement satisfy the requirements
of knowing? Presenting different points of view on an issue—and using textbooks that reflect these differ-
ences—can be used to build skills in reconciling conflicting perspectives. 

• A capacity for empathy can be cultivated principally through good literature that enables a person to enter
vicariously into the life of another person. 

• A strong foundation in history and the social sciences can provide an understanding of the benefits of sound
social institutions and cooperation. 

• Mainstreaming education—limiting the grouping of students by ability or achievement—is a way to avoid
exclusion. This implies avoiding rigid divisions between vocational and academic curricula and adopting
teaching methods and curricula that allow students of different aptitudes to “succeed” in shared spaces. 

Classroom observations in the region indicate that many ECA countries have yet to adopt perspectives such as
these. Schools tend to stress the transmission of absolute truth, blunt the imagination, and segregate students
by ability, social background, and ethnicity.
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Schools can be used to develop civic
obligations and adherence to shared
rules of the game

The school can complement other institutions in
the society in socializing children to the rights
and obligations of citizenship and in developing
those values and perspectives that support volun-
tary adherence to shared codes. (See box 1.1.)
Education policies relative to minorities will
affect whether a country that wants to create
cohesion can use its schools to do so. The
European Union supports minority language
instruction, and ECA countries that hope to apply
for accession to the EU are moving in this direc-
tion. Minority instruction, however, imposes effi-
ciency costs and can impose costs on individuals
by restricting their mobility within the labor 
market. In terms of social cohesion, separate
instruction can work both ways—either building
social cohesion by showing respect for differ-
ences, or enforcing division. 

Summary

The economic and civic imperatives confronting
ECA mean that individuals have to acquire 
the following:

• Knowledge that is broadly based, allowing 
a flexible response to change

• Solid foundation skills that support 
future learning

• Adequate metacognitive skills (knowing-how-
to-learn, or executive thinking, skills) and
higher order cognitive thinking skills12

• Substantial experience in applying knowledge
and skills to unfamiliar problems

• Habits of exercising choice and voice
• Respect for differences and for shared rules

of citizenship that establish the grounds for
trust and cooperation

Strategic Paths for Governments

These imperatives pressure governments to
change their education systems in fundamental
ways. Educators have to change what they teach
(curricular content) and how they teach it (their
pedagogy).13 They have to educate the majority 
of students to higher standards, and they have to
see education as continuous through adulthood,
rather than as a process that ends when individu-
als reach maturity. Finally, policymakers have to
change the incentives that govern the behaviors
of all the players in the system in order to 
energize change.

Curriculum: Align the content of
instruction with new objectives

Communist ideological content has been removed
from most ECA textbooks. ECA education systems
teach the enabling skills, such as reading, writing,
oral communications, some foreign languages,
mathematics, and the principles of science and
technology. However, as taught, these skills’
effectiveness in the modern economy is reduced
in the following ways:

• The syllabus for any given grade usually
includes such a large number of subjects that
learning is necessarily superficial, with no
time for teachers and students to reflect on
and question content or for team-based and
individual projects.

• The syllabus, textbooks, and learning materi-
als structure content more as facts to be
memorized than as a set of building blocks
and flexible tools. Facts are an essential part
of the individual’s cognitive architecture; the
problem is balance. In the information age,
recollection of facts has become significantly
less important, with the advent of the
Internet and easily accessible printed materi-
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12 Higher order thinking occurs with regard to problems that have certain characteristics: the path of action is not fully speci-
fied in advance, nor is the path to a solution mentally visible from any single vantage point; the problem yields multiple
rather than unique solutions and requires nuanced judgment and the application of multiple criteria that sometimes conflict
with one another; and not all of the information needed to solve the problem is available (Resnick 1987).

13 "Pedagogy" is defined as how teaching is conducted. Differences in pedagogy that affect how well an education system
achieves certain human capital and civic objectives are discussed later in this chapter.
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als, while the ability to interpret and evalu-
ate information has become more important.14 

• In most ECA countries the curriculum is a
specification of content, not of the knowledge
and skill standards that students must master.

• The way minorities within the country and
groups outside the country are handled in
the curriculum remains problematic in some
ECA countries.

ECA’s occupationally oriented secondary and post-
secondary programs (including university programs)
also have to be restructured if they are to reflect
market demand. In most cases this means 
the following:

• Replacing narrow and excessively specialized
instruction with broader based training in
occupational families that have more acade-
mic content. For example, while Ukraine

starts from a base of 1,500 specialties,
Hungary has already restructured 200 occupa-
tional specialties at the secondary level into
15 families.

• Pushing more specialized training up to the
postsecondary level.

Pedagogy: Change how content 
is taught

In the traditionally organized teaching and 
learning of the ECA countries, the teacher is the
expert and the students are passive receivers of
knowledge. This organization discourages the
open debate required for airing and tempering
subgroup differences. Students do not interact
with problems and content and thus do not
engage in choice, judgment, control processes,
and problem formulation. They have little chance
to make and learn from mistakes. This dependence
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14 In contrast to the focus on facts in ECA curricula, an analysis of the French secondary school exit examination, the
Baccalaureate, shows a very different set of performance expectations for students. In biology, for example, the
Baccalaureate measures the student’s ability to master complex information and thematic information, to abstract and
deduce scientific principles, to use scientific principles to explain, to construct and use models, to design investigations, and
to interpret investigative data.

Traditional Arrangements New Arrangements

Teaching Strategy Workplace Teaching Strategy Workplace

Table 1.1   Stylized Differences between Traditional 
and New Teaching Strategies and Workplaces

Teachers as experts
convey knowledge to
passive learners

Emphasis on facts and
getting right answers

What is to be learned 
is stripped of 
meaningful context

Passive order-taking 
in a hierarchical 
work organization;
heavy supervision to 
control workers

Emphasis on limited
responses to limited
problems and on 
getting a task done

Focus on the specific
task independent of
organizational context
or business strategy

Under teacher guidance,
students assume
responsibility for 
learning, in the process
developing knowing-
how-to learn skills

The focus is on alterna-
tive ways to frame
issues and problems

Ideas, principles, and
facts are introduced,
used, and understood
in meaningful context

Workers are expected 
to take responsibility
for identifying and
solving problems and
for adapting to change
by learning

Workers deal with non-
routine problems that
have to be analyzed
and solved

Workers are expected 
to make decisions that
require understanding
the broader context of
their work and their
company's priorities

Source: Berryman (1997, Table 6,  p.14).
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on the teacher and on received wisdom undercuts
their development of the higher order cognitive
and metacognitive thinking skills valued in glob-
alizing market economies. 

Table 1.1 displays differences between traditional
and new organizations of work and teaching
strategies. The workplace differences correspond
to the differences between work organized to sup-
port mass production and work based on a flexible
production regime. Box 1.2 gives an example of
traditional versus enquiry-based teaching.

Ensure that all students acquire 
foundation and higher order cognitive
thinking skills

Before the transition, the education systems of
the region were designed to serve industrialization,
to inculcate narrowly appropriate skills for all new
entrants into the labor market, and to minimize
the difference between the workers and the elite.
In practice, these goals resulted in an education
system with relatively low standards because it
was organized around the least common denomi-
nator. These systems also had an elitist stream

that operated as an outlet for elitist pressures.
Academic Olympiads were one such outlet.

After the transition, socioeconomic stratification
processes are reasserting themselves, resulting in
a still more differentiated education system. One
stream is for the bright, the rich, and the well
connected. It stresses the head at the expense of
the hand. The other stream is for everyone else.

Modern economies cannot afford to discriminate
between the head and the hand. Mass production
economies accommodate considerable variation in
the educational and skill levels of workers; global-
izing market economies are much less tolerant 
of workers with low skills. Variations in years of
education and in skill acquisition result in serious
differences in employability and wage returns. To
prevent the emergence of a group of youths who
are virtually unemployable, ECA education systems
will have to ensure that all students leave school
competent in the foundation skills and in higher
order cognitive thinking skills.

This does not mean that all students have to go
through academic curricula at the upper sec-
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Box 1.2

AN EXAMPLE OF ENQUIRY-BASED TEACHING

Social science and history classes in ECA schools normally include instruction in the country’s constitution. The
teacher can teach about the constitution by having students memorize it and testing them to see if they can
reproduce specific points on an examination. Or the teacher can engage students in reflecting on the document.
For example, the teacher can divide the class into the different interest groups that originally came together to
frame the constitution. The constitution is treated as a draft, and each team proposes changes in the document
consistent with the perspectives of the interest group that the team represents. The constitution is not treated
as received truth but as a document that was built out of dynamic political, social, and economic forces and
that can be altered in the same spirit. 

The difference between the two teaching approaches in this example is profound. In the second approach stu-
dents learn the actual constitution better because they engage with its content. More important, because they
learn that it can be interpreted in alternative ways, they develop the enquiry skills that are invaluable in a
market economy and open society (Berryman and Bailey 1992).
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ondary level. Vocational/technical programs can
have substantial academic content. For the acade-
mically less inclined, instructional programs that
integrate academic and vocational content are
highly effective in delivering a quality education.
For example, a high school in New York City is
organized around the repair of aircraft engines. In
the context of learning something that real people
do in the real world, students acquire the acade-
mic foundation skills and knowledge that position
them for adult learning and adaptation. The 
students have to use mathematics, decode the
complex manuals published by the manufacturers
of different kinds of engines, and exercise diag-
nostic and problem-solving skills. 

Educating all students to higher standards also
means avoiding early specialization that can stunt
the development of the foundation skills for those
in applied or vocational tracks. ECA education
systems specialize early—sometimes before the
end, and certainly by the end, of basic education,
when children are 14 years old or younger. As
observed earlier, excessive educational specializa-
tion reduces the ability of individuals to adapt to
the broadly defined job responsibilities and rapid
change that are characteristic of modern
economies. Regulations that preclude later transi-
tions between educational tracks are as damaging
as early specialization. In fact, it is this structured
lack of second chances that makes early special-
ization so damaging.

Ensure that adults can modify their
human capital as skill demands change

Governments have to ensure opportunities for
midcareer education and training. Most countries
across the region do not have such systems. In
Croatia, for example, the belief is that once an
individual completes formal education, he or she
is “done”. Differences among countries in scores
on the IALS are partly attributable to the nature
and level of learning standards, the variation

among school leavers in their achievement of
those standards, and the society’s pressures for
and support of continuous learning.

The state does not have to provide or finance
retraining opportunities, but it should stimulate
their provision, possibly regulate them, and prob-
ably provide consumer information about their
value for students. Box 1.3 gives examples of how
three countries have created adult training systems.

Alter incentives to achieve the 
new objectives

The incentives that govern the behaviors of 
players in the system—from bureaucrats to 
students—have to support the changes just dis-
cussed. If students know that they are condemned
to a low skill educational track at the age of 14,
they have little incentive to strive for excellence.
If the examinations that determine whether 
students are promoted to the next grade or gain
access to university remain organized around
facts and correct answers, teachers and students
will continue to concentrate on facts and 
correct answers.

Basic to all these reforms are setting national
learning standards, measuring students’ learning
performances against these standards, and holding
educators, students, and their families accountable
for meeting the standards. Unfortunately, learning
assessments are not common in the region. Prior
to the transition, and even today, the high degree
of central control over the curriculum, the syllabus,
textbooks, and teachers was thought sufficient to
ensure learning. Assessments of student perfor-
mance for purposes of decisions about promotion
to the next grade or level were left to the teacher
and tended to be grossly subjective. There was
also enormous variance between teachers in the
standards to which student performance was held.

EUROPE AND CENTRAL ASIAN REGION
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A few countries have moved to create inter-
pretable and fair assessments and examinations.
For example, Romania has established a strong
National Assessment and Examination Service that
has designed and now implements a new assess-
ment and examination system, including the
national learning assessment for grade 4 and the
country’s school leaving examinations (capacitate
and baccalaureate). The service has also framed
and oversees continuous teacher training in
assessment of students for diagnostic purposes
and examinations. 

How Do Governments Get 
From Here to There? 

In realigning education, governments can best
intervene at certain points in the process. These
points are defined in table 1.2 and follow the
objectives for change discussed above. There are
certain prerequisites for achieving the changes
outlined in the table. 

Build political support. This change agenda
requires political commitment across a decade (or
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Box 1.3

ESTABLISHING TRAINING SYSTEMS: 
THE CASES OF SLOVENIA, HUNGARY, AND ROMANIA

In 1991 the government of Slovenia created the Slovene Adult Education Center and adult education legislation
to replace the system of “workers’ universities” and the outmoded training in state enterprises, which was and
collapsing. To some extent, the center is modeled after the United Kingdom’s National Institute for Adult and
Continuing Education (NIACE) and is not intended as a primary delivery agent. The center assists in preparing a
foundation for adult education, maintains an information system, organizes training for adult education staff,
and handles research, development, and international linkages. The government funds 60 percent of the center’s
outlays; the rest comes from grants and contracts.
Hungary, to facilitate its entry into the European Union, is now drafting new legislation to broaden and
strengthen lifelong learning. It began reforming secondary and adult education and training in the 1980s. 
The system of highly specialized secondary-level training was recognized as inappropriate for a modernizing
economy, but youths still needed access to this type of training at the postsecondary level, as did adult work-
ers, and the unemployed required skill upgrading. The result has been a network of regional human resource
development centers, operating as semiautonomous institutions managed by multiple bodies. The centers pro-
vide employment counseling, basic education, vocational training, small business assistance for out-of-school
youth and adults, and a broad range of customized contract training for enterprises. The centers are financed
by government grants, contracts for retraining the unemployed, contracts with enterprises, and individual
tuition. 
In Romania, where continuing education is recognized as a key element of the country’s human resource 
development strategy, the higher Education Finance Council is emphasizing continuing or lifelong learning
opportunities for higher education graduates. This initiative addresses the issue of, for example, an excess of
well trained engineers unaccustomed to functioning in the more dynamic and uncertain environment of a glob-
al market economy. The council invites competitive proposals from higher education institutions for funding 
to develop continuous learning programs for university graduates. These grants are expected to encourage 
more flexible scheduling, course duration, and mode of delivery (on-site versus distance learning). A National
Training Council is also being established, in part to raise the productivity of incumbent workers. This council
has a broader mandate for adult training than the continuous education programs of the Higher Education
Finance Council, in that it will support programs for workers at all levels of educational attainment. 
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longer) from all of the players who affect its 
success. Thus, a consensus about the objectives
of change must first be built among the different
political parties to protect the agenda from
changes in governments and ministers. Other
groups critical to the success of the change agen-
da are bureaucrats in the education system, local
governments, leaders of ethnic groups, teachers,
and parents. Typically, for example, most bureau-
cracies around the world value the current 
configuration of education, whatever that hap-
pens to be, and resist policies that would alter it.
Involving these groups in designing the specifics

of the change agenda not only builds commitment
but also helps them understand the problems that
the agenda is trying to solve. 

Constructing a strategic partnership with teachers
is one key to sustained change. The teaching 
profession can be a powerful source of innovation
and change—and of overt and covert resistance
to change. If a change agenda fails at the level 
of the classroom, it fails overall. Several factors
in the region are tilting teachers in the direction
of resistance. 

EUROPE AND CENTRAL ASIAN REGION

Essential Changes Points of Intervention

Table 1.2   Realigning Education to Fit New Economic and Civic Imperatives

Align content with 
new goals

Change how content 
is taught

Assure that all students
acquire the foundation
and higher order cogni-
tive thinking skills

Restructure education
as continuous across
the lifetime

Alter incentives to
achieve new objectives

• Change curriculum
• Align textbooks, learning materials, computer-based instructional 

programs, teacher guides with new curriculum

• Restructure preservice and in-service training for teachers to alter the
organization of teaching and learning in the classroom

• Use diagnostic assessments of student learning
• Hold players in the system accountable for the learning achievements 

of all students
• Integrate academic content into vocational/technical training
• Expand opportunities for students to move among educational "tracks"

• Ensure that students have the foundation skills that enable 
continuous learning

• Facilitate provision of and consumer information about retraining 
opportunities for adults

• Establish strategic partnership with teachers
• Establish knowledge and skill standards for teachers
• Use these standards to determine entry into teaching and 

retention/promotion of experienced teachers 
• Set learning standards for each grade and subject for students
• Administer value-added national assessments of learning
• Send "report cards" to families about the performance of their 

children’s schools
• Set up consequences for poorly performing schools and recognition 

for schools performing well
• Align examinations for promoting students to subsequent grades and 

levels with curricular changes and new learning standards 

Source: Author’s compilation.



26 THE WORLD BANK

• Political and economic changes in the 1990s
rendered some teaching skills obsolete and added
others almost overnight. Examples include the
need to retrain Russian teachers in Central Europe
and the need to teach applied as well as theoreti-
cal knowledge in subjects such as mathematics
and the sciences. Although there is pressure to
change teaching skills and knowledge, preservice
training institutions have not responded to these
new demands. Governments in many countries
either are not funding or are barely funding 
in-service training. For example, the Albanian
education budget has no in-service training line.
Caught between new performance standards and
few means of learning how to meet them, teachers
often respond to their anxiety by resisting change.

• In most countries, teachers are civil service
employees. Their employment, promotion, and
salaries are regulated centrally. Salaries are an
issue in many countries, especially in the Former
Soviet Union (FSU); (see annex table A17. In
some other countries teachers are not being paid
at all. For example, by 1998 Moldova had accumu-
lated arrears in the salary and benefits budget
line that amounted to 81 percent of the actual
expenditure for salaries and benefits in 1998. 

• Teachers’ unions are either left over from 
the pretransition period or are newly emergent,
fragmented, and too small to speak effectively 
on behalf of the profession. In the absence of
ways of coordinating members of their own pro-
fession on issues such as recruitment, standards,
or training, and, in some cases, in the face 
of real economic pressures, teachers tend to 
focus on issues such as compensation and 
employment protection. 

To involve teachers collectively, as a professional
group, in reforming the sector, governments will
have to reestablish mutual trust and terms of
cooperation. This reform can be accomplished by 

framing a strategic partnership with teachers that
covers a range of issues. These might include:

• Decentralization of hiring to local or 
school levels

• Introduction of new contracts that define
teachers’ workloads, including contact hours,
tutorial activities, special student needs, cur-
riculum development, and in-service training
responsibilities

• Reform of preservice teacher training, separa-
tion of subject-specific university programs
from professional teaching modules, and
adjustment of the latter to new standards
and needs

• Financing for continuous in-service training
• Keying of promotions and salary increases to

teachers’ performance and their participation
in innovations in curriculum and
teaching/learning methods

• Establishment of forums for dialogues
between government, local authorities,
school leaders, parent and student organiza-
tions, and teacher associations.

To change the teaching and learning process, start
with the curriculum. Everything else flows from
decisions about the curricular framework. That
framework reflects assumptions and agreements
about content, about how content should be
taught, and about how students learn. The frame-
work should include agreements on the learning
standards, by subject and grade, that all players
in the system are accountable for meeting. Box
1.4 shows how Hungary has met the challenge of
coordinating the curriculum with learning standards.

Align textbooks, learning assessments, and 
examinations for students and teachers with new
content standards. Textbooks and other learning
materials have to be aligned with the curriculum
and learning standards for a given subject and
grade. The first administration of all assessments
and examinations that incorporate the new learn-

EUROPE AND CENTRAL ASIAN REGION
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ing standards should be for informational and
diagnostic purposes only. This first experience
shows all the players in the system the gaps
between students’ (and teachers’) current perfor-
mances and the ultimate goals. It clarifies the
task ahead and focuses attention on getting it
done. Even at this dry run stage, players need to
understand the costs of failing to improve and
when these costs will be imposed.

With new standards in place, start the process of
retraining experienced teachers to teach new con-
tent in new ways. Typically, policymakers view
teachers as conduits for instructional policy, not
as actors. Studies of teachers’ experiences with
change agendas tell a consistent and dishearten-
ing story. 

• Teachers’ understanding of the content and
skill changes expected of them is often quite dif-
ferent from that of policymakers, largely because
they receive only brief and superficial training
and guidance. Thus, teachers tend to change their
classroom activities, but without a conceptual
understanding of the reason for these for the
changes. The result is that activities get structured
in ways unintended by the change agenda.

• Like all learners, teachers interpret and carry
out new instructional policies in light of their
own experience, beliefs, and knowledge. In other

words, they see new ideas through old lenses. If
retraining is superficial, teachers merge only par-
tially understood requirements of the change
agenda with their prior beliefs and teaching prac-
tices. The result is idiosyncratic practice that
approximates neither their old practice nor that
envisioned by the change agenda. 

• Teachers are often left to struggle with 
conflicts that higher level managers and policy-
makers should have resolved. Teachers may face 
a lack of alignment among the changes expected
of them and the textbooks and examinations that
should support these changes. Or they find that
policymakers have vastly underestimated the
classroom time required to cover new content and
ways of learning. In these situations they resolve
the conflicts in their own, idiosyncratic, ways.

The message is that one-shot workshops, which
define most staff development, do not work in
changing teachers’ classroom behavior. What does
work is staff development that allows a continuous
interaction between classroom practice and
opportunities to reflect on that practice against
clear standards and models. One method is to
combine local networks of teachers that meet
regularly for purposes of in-service learning, 
high quality distance learning materials that
encourage benchmarking and reflection, and 
well trained facilitators.

EUROPE AND CENTRAL ASIAN REGION

Box 1.4

NATIONAL CURRICULUM STANDARDS IN A DECENTRALIZED EDUCATION SYSTEM:
THE CASE OF HUNGARY

Hungary’s national curricular framework leaves programming decisions (numbers of courses, class schedules,
and hours of instruction) entirely to local authorities. The national curriculum integrates content and learning
standards by defining content in terms of the skills and knowledge that students are expected to master by
certain grades. Curricular performance standards give equal weight to the interests of the individual and to
those of the wider community. The core curriculum is designed to use less than two-thirds of total school time,
leaving one-third available for local preference. National examinations that must be passed for students to
progress through the system reduce the possibilities of extreme curricula at local levels.
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CHAPTER TWO

COMBAT POVERTY BY INCREASING 
EDUCATIONAL FAIRNESS

Summary

As ECA economies increasingly approximate 
market economies, human capital will increasingly
affect the prospects of individuals. Education helps
create human capital. Fairness of educational oppor-
tunity is therefore important in combating poverty.

Since the transition, inequities in learning opportu-
nities have increased in ECA. One indicator is 
a decline in enrollment rates, especially at the
preschool and upper secondary levels. Preschool
education can affect children’s readiness to learn.
Failure to complete upper secondary education
handicaps the individual in a market economy.
Enrollment losses at the upper secondary level
reflect losses from vocational and technical 
programs as the perceived relevance to a market
economy declines. 

Increasing costs to families are probably affecting
enrollments among the poor as a new tendency 
to shift education costs to families coincides with
growing income gaps between families created by
the transition to market economies. So far, there 
is only fragmentary evidence that increased private
costs for education are driving down the participa-
tion of children from poor families. However, 
studies in other regions of the world document a
clear relationship between families’ demand for
education and their incomes. 

The downstream and intergenerational costs of
seriously unequal learning opportunities may over-
take the region before policymakers recognize the
need to develop a solution. Preventive and equili-
brating strategies include, inter alia, a range of
education financing policies (discussed in chapter
3); low-cost alternatives to fee-based preschools;

restructuring of secondary education; relaxation of
the barriers to moving between tracks, levels, and
programs; objective examinations for university
entrance; opportunities for adult retraining; and
policies that target educational access and quality
in rural areas.

This chapter focuses on differences in educational
opportunities that affect learning and those adult
outcomes that are related to learning, such as
wages, employment probabilities, and poverty.
The issue is equitable opportunities to learn, such
as access to an upper secondary school or to
textbooks, not equal learning. Factors that create
differences in learning opportunities include
unequal financing, residential location (rural 
versus urban), parental education, family poverty,
and minority status. Although the objective is not
equal learning, measures of outcomes shed light
on the issue of opportunity. They show when 
differences in inputs do not matter educationally
and when they may. Unequal outcomes can have
many causes. Differences in the opportunities to
learn are one cause, but only one.

Why This Development Goal?

This chapter focuses on differences in learning
opportunities among individuals within countries,
not on differences in educational levels between
countries. Education affects poverty through wages.
In distorted labor markets with skewed 
mechanisms for distributing incomes, the fruits
of greater worker productivity may not accrue to
workers. However, all else equal, education builds
human capital, which increases worker productivity.
Greater worker productivity increases output 
(economic growth) and individual incomes. 

EUROPE AND CENTRAL ASIAN REGION
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Unfair learning opportunities now 
matter in ECA because human capital
now matters

In ECA levels of human capital increasingly matter
for economic growth and individuals’ life opportu-
nities and their probabilities of being poor.15

As ECA economies start to approximate market
economies, labor markets will increasingly allocate
employment opportunities and wages according 
to variations in human capital. An individual’s
level of human capital will be vital in affecting 
the following:

• Expected years in employment. In 1996 in
OECD countries men aged 25–64 years  who had
completed tertiary education could expect 5.6
more years of employment during their working
lifetimes than men who had not completed sec-
ondary education. The differences in expected
years of employment by education for three ECA
countries were more pronounced: Czech Republic,
10.8; Hungary, 13.1; and Poland, 8.8 (OECD,
Education at a Glance, 1998). For the only two
ECA countries with reliable estimates (Czech
Republic and Hungary), unemployment probabili-
ties steadily decline as prose literacy scores
increase (OECD 2000).

• Earnings. In 1995 women aged 30–44 in
OECD countries who had completed university
earned an average of 61 percent more than upper
secondary graduates; for men of these ages, the
difference was 57 percent. Women with upper
secondary education earned an average of 32 per-
cent more than those who had not completed
upper secondary school; their male counterparts
earned an average of 19 percent more (OECD
1998b). For all three literacy scales, the percent-
age, at each literacy level, of the population aged
25–65 that is in the top 60 percent of earners

steadily increases as the literacy level increases
(OECD 2000). 

• The probabilities of being trained by employers.
In OECD countries the better educated are more
apt to be trained by employers, and employers
reward more training with higher wages (Mincer
1993, pp. 239–62; OECD 1998b). As literacy
scores increase, an increasing percentage of the
population aged 16–65 reports having participated
in adult education and training in the preceding
year (OECD 2000).

We already see relationships linking educational
attainment, employment status, wage levels, and
poverty in the region. For the period 1993–95
household poverty in Belarus, the Czech Republic,
Estonia, Hungary, Poland, Romania, and the
Slovak Republic was closely related to the educa-
tion of the household head. Households whose
heads had completed only basic education were
20 to 60 percent more likely to be poor than the
average household. Vocational education yielded
an average probability of being poor; academic
secondary education reduced that probability by
about half; and, except in Belarus and the Slovak
Republic, a university education virtually guaran-
teed that a household would not be poor
(Milanovic 1998, figure 5.1, pp. 68–69).

In Georgia both the incidence and the depth of
poverty were greater for the less educated (World
Bank 1999e). In Bulgaria educational attainment
powerfully predicted the probabilities of being
unemployed: a worker with basic education faced
odds of being unemployed 4 times higher than a
worker with a university degree and 1.9 times
higher than a worker with secondary general 
education. Among the employed, educational
attainment explained 8.2 percent of total vari-
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15 In preparing its World Development Report 2000/01 on the theme of poverty and development, the World Bank published a
series of reports, “Consultations with the Poor,” that summarized the views of 60,000 poor men and women from 60 coun-
tries. Five ECA countries (Bosnia, Bulgaria, Kyrgyz Republic, Russia, and Uzbekistan) were included in the study. Notably,
across the ECA region the poor perceive schools and education as essential institutions (Consultations with the Poor 1999a).
In Uzbekistan receiving a good education ranked first or second among the criteria of well-being (Consultations with the
Poor 1999d, p. 10). In Bosnia education was considered a "means for the society to overcome the present crisis"
(Consultations with the Poor 1999b, p. 26).
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ance in earnings (World Bank 1999a). In Estonia
better educated workers got higher pay increases,
were less apt to be laid off, and, if laid off, found
new jobs faster (World Bank 1996b). In
Macedonia almost 80 percent of the poor lived in
households headed by individuals with basic edu-
cation or less. Analyses showed that, of all the
factors considered, education had the largest pos-
itive impact on Macedonian household welfare
(World Bank 1999f). 

Enrollment rates are going in the
wrong direction in the region

Enrollment rates are the best available measure 
of learning opportunities in ECA, complementary
measures such as attendance and students’ learn-
ing performances being scarce.16

Before the transition, learning opportunities in ECA
were inequitable. However, unfairness seems to
have been largely restricted to the noncompulsory
levels.17 Wage compression (little variation in
wages) under communism meant that unequal
access to education was not, as in the rest of the
world, strongly associated with variations in fami-
ly income. Preschool enrollments varied across
countries, being especially low in Yugoslavia,
Turkey, and most Central Asian countries (see
annex table A5). Children in the rural areas of the
Soviet Union were less likely to be enrolled in
school, including preschool, than children in
urban areas (UNICEF 1998, p. 43). Children from
minority groups were less apt than children of
majority populations to complete more than basic
education (UNICEF 1998). Before the transition,

father’s occupation in Hungary and Poland
showed almost the same pattern as for Western
countries in terms of the proportion of children
who obtained upper secondary or tertiary creden-
tials. The three Baltic states and Belarus showed
similar patterns (UNICEF 1998). 

Since the transition, enrollments have been 
declining. A larger proportion of student cohorts
is building less human capital and a smaller 
proportion is building more.18 (See table 2.1.)
Calculations show that the number of years of
full-time education (excluding preschool) that an
average 6 year old child in ECA can expect to
achieve over his or her lifetime has declined. In
1988 the average full-time school expectancy for
OECD countries was 15.4 years (OECD, Education
at a Glance, various years). In 1989 the average
fulltime school expectancy was 11.21 years; by
1997 it had declined to 10.57 years. In contrast,
the average fulltime school expectancy tor 
OECD countries in 1998 was 15.4 years (OECD,
various years).

Pretertiary enrollment rates have been declining
in some countries for preschool and generally for
basic and upper secondary education. Figure 2.1
shows the trends for preschool for the subregions.
Annex table A5 shows that from 1989 to 1997
preschool enrollments increased in a few countries,
such as Estonia, Slovenia, and Turkey. However,
they dropped in more countries, sometimes to 25
percent of their 1989 levels. Those in this category
are Albania, the Caucasian and Central Asian
countries, Lithuania, Moldova, Romania, Russia,
the Slovak Republic, and Ukraine. 
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16 There is little systematic evidence on actual school attendance. However, the Azerbaijan Survey of Living Conditions estimat-
ed an extended absence rate of 10 percent for those aged 6–16 years, as opposed to the official estimate of 0.6 percent. The
rate for nonpoor families was lower than the rates for very poor and poor families (World Bank 1997a). The Armenia poverty
assessment found that for rural households with children in school, only 52 percent of poor households and 68 percent of
nonpoor households said that their children attended school very regularly. The poor condition of schools and lack of heat,
water, and electricity were the most commonly given reasons for irregular attendance (World Bank 1996a).

17 Before the transition, ECA countries adopted policies of recruiting members of the manual working classes into institutions
of higher education through a system of quotas and other preferential treatment. Analyses of the educational attainment of
different classes in 10 industrialized nations, including Poland and Hungary, show that children of the nonskilled working
classes are disadvantaged educationally in all 10 countries but to a lesser extent in the two socialist nations (Ishida, Muller,
and Ridge 1995, pp. 145–93).

18 Gross enrollment rates for the ECA region must be treated cautiously. The age-specific population numbers are somewhat sus-
pect, the last credible censuses having been conducted in 1989. (Most countries will conduct new ones within the next two
years.) In the intervening decade civil registration of births and deaths has declined sharply, and mobility across borders has
increased. The enrollment numbers are questionable for those countries, or regions within countries, engaged in conflict. 
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Preschool is not compulsory, so parental demand
drives enrollments at these levels more than at
the compulsory level. Lower employment rates
and government financing policy have both
reduced family demand. With more adults at
home, families need preschool less. In cases of
severe fiscal constraints, governments have
focused their resources on compulsory education,
shifting more costs of preschool to families. The
demand of poor families, whose children most

need preschool services to prepare them for basic
education, is particularly sensitive to increased
costs. Preschool supply has also declined as state
owned enterprises have divested preschools to
municipalities that cannot  afford to run them
(figure 2.1).

“Basic” education is called basic for a reason: 
it is the base on which further learning builds.
Thus, it is of concern that, as figure 2.2 and
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Year

Level of Education 1989 1997

Preschool 51.4 41.0
Basic 94.4 90.6
Upper Secondary 71.4 61.3

Academic 26.2 27.4
Vocational/Technical 45.2 33.8

Tertiary 13.1 17.8

Source: Based on annex tables A5–A11.

Table 2.1   Enrollments Trends in ECA by Level of Education, 1989–97
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Figure 2.1   Enrollment Rates in Preschool, by Subregion, 1989–97

Source:  Based on annex table A5.
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annex table A6 show, enrollments in basic educa-
tion drifted downward between 1989 and 1997 in
a number of countries. In several cases, including
Azerbaijan and Slovenia, the rates are stable or
have even improved. In others the slippage is
minor—for example in 1997, Estonia’s rate was
97 percent of its 1989 rate; Latvia’s, 95 percent.
But Armenia, the Central Asian countries, Croatia,
FR Yugoslavia, and Georgia show significant
declines, some of them alarming. Armenia and
Turkmenistan both had an 83 percent enrollment
rate by 1997; the basic enrollment rate for FR
Yugoslavia was 76 percent of its 1989 rate. 

The lower and generally declining total enrollment
rates at the upper secondary level signal emerging
and important educational inequalities. In 1989
enrollment rates in upper secondary education
(general or academic, technical, and vocational)
were below the rates for basic education—
substantially so for most countries.19 By 1997
upper secondary enrollment rates, summed across

the three tracks, had declined except in Croatia,
Estonia, Hungary, Poland, the Slovak Republic,
Slovenia and FR Yugoslavia. (See figure 2.3 and
annex tables A7–A9.) In a number of countries
the rates fell precipitously, by 15 to 30 percentage
points. For example, Albania’s rate fell from 79 to
40 percent; Armenia’s, from 68 to 42 percent;
Azerbaijan’s, from 61 to 43 percent; Kazakhstan’s,
from 76 to 56 percent; the Kyrgyz Republic’s,
from 61 to 47 percent; and Romania’s, from 91 to
67  percent. These declines account for much of
the reduction in the years of full-time education,
excluding preschool, that an average 6 year old
ECA child can expect to complete over his or 
her lifetime.

Countries that had steep declines in upper sec-
ondary enrollments showed declines in all three
tracks. Those countries that did not experience
steep declines tended to increase their general
education enrollments, their overall enrollment
declines at the upper secondary level being
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19 This book discusses vocational programs as an entity, although, in practice, different countries handle their programs in dif-
ferent ways, sometimes running them as two separate tracks. Technical programs tend to be somewhat more sophisticated
than vocational programs.
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attributable to reduced vocational/technical
enrollments. For the region as a whole, figure 2.4
shows that by 1997 the vocational/technical
share of total upper secondary enrollments had
declined to a share that only slightly exceeded
the academic (general) share.

The turmoil at the upper secondary level could
have been predicted. In all countries the majority
of upper secondary enrollments were in the 
technical and vocational tracks, where, as annex
tables A8 and A9 show, secondary enrollment
declines are concentrated. Enrollment losses in
these tracks reflect both demand and supply 
factors. These tracks were closely aligned with the
planned economies of the region and are there-
fore poorly aligned with transforming economies.
Students have understandably found them less
attractive. They have entered the general education
track at the upper secondary level or, since sec-
ondary education is not compulsory, simply left
school after completing basic education. 

Supply has also diminished. State owned enter-
prises, which ran many of these programs, either
went out of business or closed their training 
programs. The Albanian government shut many
secondary vocational schools because it lacked
the resources to restore schools that had been
vandalized during the civic unrest of 1991 and
saw them as offering programs of low value. 

The region seems to be adjusting to the increasing
irrelevance of vocational/technical programs to
emerging labor markets. However, the IALS (OECD
2000) clearly shows that failure to complete
upper secondary education, whether academically
or occupationally oriented, will increasingly place
the individual at a disadvantage in ECA labor mar-
kets. The question is whether ECA countries will
reverse the observed enrollment declines in upper
secondary education by increasing the market
value and attractiveness of upper secondary programs. 
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With a few exceptions, tertiary enrollment rates
have either increased or remained stable across
the region since the transition (see annex table
A11). These statistics may indicate that individu-
als in ECA are responding to emerging evidence of
better wage returns to more education. 

Enrollment rates are related to the
level of family income

Poverty assessments show that youths from poorer
and less well educated families are more apt to
leave school before or on completing basic educa-
tion. Their lower levels of human capital can be
expected to perpetuate their families’ marginal
economic status intergenerationally. Intergenerational
poverty cycles arise through the strong relation-
ships between parental education, household
poverty, and children’s educational achievements.
Children of poorly educated parents complete

fewer years of education and, holding constant
the years of education completed, build weaker
literacy skills. Because of the relationships
between levels of human capital and probabilities
of being poor, parents’ educational legacies to
their children translate into poverty legacies that,
unless the cycle is interrupted, can persist
through several generations. 

Examples from four ECA countries show the rela-
tionship between family poverty and children’s
investments in education and the extent to which
governments act to compensate for it.

• Romania. Family income and urban versus
rural residence both predict enrollment rates. For
the poorest decile, enrollment rates in basic edu-
cation, upper secondary education, and tertiary
education were 80, 47, and 5 percent, respectively.
The corresponding figures for the wealthiest
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Figure 2.4   Trends in Academic and Vocational/Technical Shares of Upper
Secondary Enrollments in ECA, 1989–97 (percentage of total)

Note: The averages for the region do not include Bosnia-Herzegovina, Macedonia, Slovenia, or Uzbekistan, due to the lack of data for com-
plete time series. For the countries where the data for 1989 and 1997 were not available, the data series for 1990/91and 1995/96
were used. 

Source: Annex table A10.
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decile were 93, 85, and 27 percent. Government
spending for education strongly favors the poor at
the basic level; it is distribution neutral at the
upper secondary level and only weakly favors the
nonpoor at the tertiary level (World Bank 1997c).

• Macedonia. All income quintiles had approxi-
mately the same net enrollment rates in basic
education—around 80 percent. At the secondary
level children from families in the poorest income
quintile had net enrollment rates of 29 percent;
those of the wealthiest quintile, 63 percent. 
At the university level the rates were 2 and 20
percent, respectively. Private spending is regressive
in that poorer households spend more on educa-
tion relative to their incomes than wealthier
households. Public spending favors the poor at
the preschool level, is distribution neutral at the
basic level, and strongly favors the nonpoor at
the upper secondary and tertiary levels (World
Bank 1999f).

• Bulgaria. In 1995 enrollment in basic educa-
tion did not vary much by expenditure quintile;
even in secondary education, the variations were
not great. However, by 1997 the net enrollment
rates for basic education, while stable for the top
four quintiles, had dropped by about 20 percent-
age points for the lowest quintile. Net enrollment
rates at the upper secondary level for the lowest
quintile also declined by over 10 percentage
points, to a 40 percent enrollment rate. Although
overall public spending is distribution neutral, it
is propoor at the preschool and basic education
levels and favors the nonpoor at secondary and
especially at tertiary levels (World Bank 1999a). 

• Albania. Although public spending favors the
poor at the basic level of education, it strongly
favors the nonpoor at the upper secondary and
tertiary levels (World Bank 2000a). 

The poverty assessments just discussed show a
strong negative relationship between family
poverty and demand for noncompulsory education.

Although lack of textbooks and of instruction in
the mother tongue probably reduces the enroll-
ments of children from minority groups, in general
the most powerful factor limiting enrollments is
probably family poverty. International studies
show that quantity of education demanded is 
sensitive both to family income and to the incre-
mental costs of education that families must bear
(Gertler and Glewwe 1989; King 1995). Thus it is
surmised that increasing private costs for education
in the region increase the negative relationship
between family poverty and enrollments. 

Family costs for education. The data on families’
costs of education are fragmentary and elusive
because costs are levied both officially and infor-
mally. For example, families make “voluntary”
payments for teachers who have not been paid, 
or they contribute fuel to heat schools. In some
cases they pay for “private lessons” from their
child’s teacher to ensure that the child gets a
good grade. Although some governments officially
charge for textbooks, others purport to provide
them free. However, textbooks often turn out to
be scarce, forcing parents to buy them on the 
private market or have their children do without.
Students are now more likely to have to pay for
transport to school that was previously free.
Tables 2.2 and 2.3 give some information on 
private costs for education. 

Table 2.2 shows that in the Kyrgyz Republic the
poor spend a higher percentage of their per capita
household expenditures on education than the
nonpoor. Kyrgyz informants in both rural and
urban areas reported that training manuals are
costly and in short supply and that parents con-
stantly have to contribute money to meet the
needs of the school, such as heating, buses,
teacher salaries, books, and supplies. They noted
that the ability to pay for educational services is
now an important difference between the rich and
the poor. With limited household resources, “boys
are being chosen, instead of girls, to attend
school” (Consultations with the Poor 1999c, p. 7).

EUROPE AND CENTRAL ASIAN REGION
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Table 2.3 shows that in FYR Macedonia the poor
pay a third more, as a percentage of per capita
consumption, than the nonpoor for basic educa-
tion and twice as much as the nonpoor for upper
secondary and tertiary education. 

Parents often have to pay bribes to get their chil-
dren into university, either in a lump sum or in
the form of high hourly rates paid to those who
write entrance examinations to “tutor” their child
for the examinations (Balzer 1998; Consultations
with the Poor 1999c, p. 19).20 In Moldova bribes
vary in amount, depending on whether a degree
in a particular field of study is expected to yield
a high income. Thus, a place in a humanities
department costs $2,000–$5,000, but one in a

department of economics, law, or medicine costs
between $5,000 and $7,000 (World Bank 1999g).21

Box 2.1 describes these same processes for Russia
and Georgia.

It seems safe to conclude that education is costing
families more today than before the transition,
although costs vary by country and, in fiscally
decentralized systems, by subnational governmen-
tal unit. Not surprisingly, those countries under
the greatest fiscal pressures seem to be shifting
costs to families more than those that are less
fiscally constrained. Unfortunately, it is just these
countries that tend to have higher levels of 
family poverty. 
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Extremely
Expenditure Categories Poor Poor Nonpoor

Tuition 21 53 375
Books, uniforms, fees, tutors 193 228 356
School repairs, classroom supplies,

Teachers, field trips 36 43 64
Meals, transport, other 43 82 350

Total annual education expenditures 293 406 1145
Total as % of per capita consumption 16.9 14.1 13.1

Source: Vandycke (2000).

Table 2.2   Private Expenditures on Education, by Poverty Group, 
Kyrgyz Republic, 1997 (in som and percentage)

Primary education Secondary education Tertiary education

Expenditure categories Poor Nonpoor Poor Nonpoor Poor Nonpoor

Admission fee 0 0 0 96 0 4916
Coaching 0 1435 0 1082 0 672
Transport 22 248 1870 3176 3446 4347
Books/supplies 1871 2923 1760 3186 2676 3714
Other expenditures 60 668 53 428 249 133

Total expenditures 
on education 1953 5274 3683 7968 6371 13782

Total as % of per 
capita consumption 6.62 4.22 12.49 6.38 21.60 11.04

Source: Vandycke (2000).

Table 2.3   Private Expenditures on Education for the Poor and Nonpoor, by Level
of Education, in FYR Macedonia, 1996 (denars)

20 The  poverty assessment for Azerbaijan reports that students at university there also pay their teachers for good grades, a
top mark in an examination costing between US$100 and US$125 (World Bank 1997b).

21 All dollar amounts are current U.S. dollars.
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Family poverty. ECA has substantial poverty overall,
and income inequality is growing as a predictable
and inevitable consequence of the shift to market
economies, where demand, not central wage set-
ting, determines prices for labor. In 1993–95
poverty rates varied by country from 2 percent in
Central Europe to 66 percent in the Central Asian
republics. For ECA as a whole, the poverty head-
count was estimated at 45 percent and the total
number of poor was 168 million (Milanovic 1998,
figure 5.1, pp. 68–69.) 

Greater income inequality translates into more
unequal abilities to pay the costs of education. In
1987–88 ECA countries had low levels of income
inequality. On a common measure of income
inequality (the Gini coefficient, which ranges
from 0 to 1, with 1 being the maximum), all fell
between 0.19 and 0.28.22 The average was 0.24,
which was roughly equivalent to the average for

those OECD countries where income inequalities
are low. By 1996–98, however, ECA countries var-
ied much more in their Gini coefficients, ranging
from 0.25 in the Czech Republic to 0.61 in
Armenia. At that time, the average Gini coeffi-
cient for ECA was 0.38, above the average for
OECD countries in 1994–95 of 0.33. Countries
such as Armenia, the Kyrgyz Republic, Russia, and
Tajikistan now have Gini coefficients comparable
to those observed for the most highly unequal
Latin American economies. In 1998 in Russia,
incomes of the top income decile were 9 times
those of the bottom decile; for the Kyrgyz
Republic and Tajikistan, the comparable ratio was
10; for Armenia, 35 (World Bank 2000b). 
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Box 2.1

GAINING ACCESS TO ELITE SECONDARY SCHOOLS AND TO UNIVERSITY: 
RUSSIA AND GEORGIA

In Russia elite secondary schools (lyceums and gymnasiums) have been emerging in the urban centers. Entry
into university from these elite schools is much more certain than from regular secondary schools. Although
the new schools are publicly funded, family wealth affects access. Parents often gain access for their children
to elite secondary schools by donating expensive items of equipment. They pay university teachers for teaching
college preparatory courses tailored precisely to the entrance requirements of their universities—examinations
that are often set by these same teachers (World Bank 1999h).

In Georgia education expenditures are the most unequally distributed item in the structure of family consump-
tion. On average, a poor family sending a child to school spends annually about 2 percent of its cash budget
on education. For the nonpoor the share is about 5 percent of total cash expenditures. About 10 percent of all
private spending on education is for private lessons, but only nonpoor families purchase these lessons. Given
the low quality of secondary education in Georgia, poor youths, lacking textbooks and access to private
lessons, are effectively barred from higher education. The charge of 10 lari per month for secondary education,
an amount that is half of the average consumption per capita of poor families, further discourages enrollment.
In fact, the data show that only 20 percent of individuals aged 16–17 (secondary school ages) from poor fami-
lies are enrolled in school, compared with 78 percent from nonpoor families. Of all students enrolled in higher
education, only 6 percent come from poor families (World Bank 1999d)

22 The Gini coefficient measures the degree of inequality of the distribution of earnings. It is equal to zero in the case of total
earnings equality and to 1 in the case of total inequality.
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Lower enrollment rates for rural 
populations and for marginal minority
groups seem related to poverty

Rural enrollment rates. Enrollment rates are 
generally lower in rural than in urban areas, but
the reasons for the differences are not clear.
Since rural populations are usually poorer than
urban ones, the gap may be largely attributable
to differences in family income and parental edu-
cation that affect family demand for education.
However, data from a few countries in the region
indicate that the quality of educational services
differs between rural and urban areas. Since per-
ceived educational quality affects family demand
for education, countries may be creating lower
demand by not attending to problems of quality
in rural areas.

For example, in 1998, 45 percent of Romania’s
population lived in rural areas. A 1997 labor force
participation survey showed that 27.6 percent of
the working population in rural areas, compared
with only 2.6 percent of the working population
in urban areas, had only primary education or 
no formal education at all. Of students enrolled 
in primary education in rural areas, 3.5 were
repeaters; in urban areas the figure was 2.1 
percent. Rural schools are in worse physical con-
dition than urban schools, and most rural schools
lack basic teaching materials. A national assess-
ment of the educational achievements of grade 4
students in June 1998 showed that the strongest
influence on students’ performance was the loca-
tion of the school (rural versus urban). Variance
analyses found that other factors, such as regular
versus multigrade teaching, or qualified versus
nonqualified teachers, had less influence on 
the results. 

In Albania, where more than 50 percent of the
population still lives in rural areas, analyses show
that the most pervasive inequities in the system
have to do with differences between urban and

rural locations (De Waal 1999; Dudwick and
Shahriari 2000; Palomba and Vodopivec 2000).
The textbook distribution system is less effective
in rural than in urban areas, and villages often
depend on ad hoc strategies to get textbooks
from urban centers to the village. Rural schools
have fewer teaching materials and less equipment
than urban schools. Rural schools are in worse
physical condition than urban schools, students
sometimes sitting under umbrellas on rainy days
because of leaks in roofs. In the worst cases the
schools are open to the weather, having lost walls
and parts of their roofs. In urban areas 85 percent
of preschools, 75 percent of basic-level schools,
and 95 percent of upper secondary schools have
bathrooms. The comparable percentages for rural
schools are 17, 41, and 76 percent. 

Rural areas have a much smaller percentage of
teachers with higher education qualifications 
than urban areas, especially at the level of basic
education (44 versus 70 percent). School inspectors
confirm that many teachers in rural and remote
village schools lack both subject matter knowl-
edge and pedagogic skills. Villages with no access
to a road attract qualified teachers only with
great difficulty—teachers may have to walk 1.5–2
miles in hard terrain to reach the school. Urban
settings offer more tutoring opportunities
because the families tend to be wealthier. These
opportunities make teachers reluctant to take
teaching posts in rural areas, or, if they commute
from urban to rural areas to teach, they leave
their schools sometimes even before the end of
the school day in order to return to the city 
to tutor. 

Minority enrollment rates. Data on the enrollment
rates of minority children are  scattered. They 
are most systematically available for the Roma
population. In ECA the Roma are concentrated 
in just a few countries—Bulgaria, Hungary, FYR
Macedonia, the Slovak Republic, and FR
Yugoslavia; they constitute between 8 and 10
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percent of the populations of each of the first
four listed (Ringold 2000).

Roma enrollment rates differ at the country level,
between urban and rural areas, and across differ-
ent types of Roma communities (for example,
according to level of assimilation). However, the
share of Roma who do not attend school is larger
than among the majority population, as is the
proportion of Roma who do not continue in
school beyond the compulsory basic education
cycle. In Bulgaria, for example, figures for the
1997 household survey showed that enrollment
rates for children in the bottom expenditure quin-
tile of the population are significantly lower than
for those in the top quintile. Roma children were
heavily overrepresented in the bottom quintile.

Even in countries with significant shares of other
ethnic minorities, the Roma are more likely than
other groups to be at the bottom of the income
distribution. However, low Roma enrollment rates
reflect multiple causes that represent the cumula-
tive effects of centuries of discrimination. Poverty
is only one cause.

Strategic Paths for Governments

ECA policymakers generally do not see—and have
not yet had the chance to see—the downstream
and intergenerational costs of seriously unequal
learning opportunities. Thus, the problem may
overtake the region before anybody recognizes
the need to take action. Markets do not solve
fairness problems. These problems are the natural
responsibility of the public sector and have to be
integrated into public education debate and policy. 

Measure, monitor, and analyze

Are unequal opportunities for learning a problem?
Where? Why? What do analyses of the data imply
about appropriate policies? Few countries in the
region can answer these questions because they

lack the relevant data. Measures of key outcomes
of education, such as learning outcomes, pinpoint
whether unequal learning opportunities might be
at issue. Little variance in key outcomes means
that any inequalities in learning opportunities do
not materially matter. Where there is substantial
variance, however, it is necessary to find the pre-
dictors of this variability. This means being able
to relate outcomes to the following:

• Inputs that might plausibly affect outcomes,
such as variations in per capita expenditure,
availability of textbooks, or qualifications 
of teachers 

• Private costs of education 
• Family factors that schools do not control 

but that affect children’s participation and
performance in school, such as family pover-
ty, mother’s education, and minority status.

Analyzing these data allows sector policymakers
to assess the relationships between variations in
inputs, family characteristics such as poverty,
costs of education to families, and participation
rates in education and training. These analyses
provide the basis for policy. International studies
show no necessary relationship between per child
expenditures and learning outcomes. However, the
fiscal crises in some ECA countries have so
reduced per student expenditures as to compromise
the provision of those inputs to the educational
process that, studies have shown, increase learning
results. Textbooks are one example. 

Design and implement preventive 
and equilibrating strategies

Country-specific analyses of the extent, effects,
and causes of unequal learning opportunities
should be the basis for a country’s design of an
educational fairness policy. 

Education finance is a major lever for ensuring fair-
ness. Financing strategies for protecting fairness
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are discussed separately in chapter 3. In addition
to using financing to mitigate inequitable 
educational opportunities, the following seven
interventions should be considered. 

• Restructure upper secondary education. 
• Relax the barriers to moving between sec-

ondary tracks, between secondary and tertiary
education, and between tertiary programs. 

• Create cheap alternatives to fee-based
preschools.

• Consider multisectoral strategies for improving
educational access and quality in particular
locations, such as rural areas, or for subpopu-
lations, such as minority groups.

• Desegregate training opportunities by gender
to eliminate or reduce wage differences
between men and women attributable to 
gender-based occupational segregation. 

• Facilitate opportunities for adult retraining
so individuals can adjust to changes in 
labor demand.

• Create objective examinations for university
entrance to reduce the relationship between
families’ abilities to pay bribes to university
faculty and university entry.

Restructure upper secondary education. Reversing
the enrollment declines at the upper secondary
level requires, among other measures, creating
more attractive secondary vocational/technical
programs. These programs have to be restructured
to adapt to changes in labor market demand.
Since more and more employers can be expected
to want workers with solid foundation and prob-
lem-solving skills, vocational/technical programs
have to integrate the "head and hand" to continue
building students’ foundation skills while develop-
ing their occupationally relevant skills. 

Relax the barriers to moving between tracks, levels,
and programs. As discussed in chapter 1, ECA
education systems tend toward early and narrow
specialization. This policy deserves to be revisited.

It is inconsistent with what one OECD country
after another has come to understand as the 
education preferable for a modern economy: broad
based preparation with specialization reserved for
higher levels of education. It also sorts students
on bases related to family poverty and parental
education, thus potentially reinforcing rather than
mitigating inequitable learning opportunities. 

Sorting is inevitable as students move to the 
later stages of education. The key is to make it
easier for them to transfer between tracks, to
gain access to tertiary education, and to move
between tertiary programs. Policymakers can take
a range of steps to increase transitions across
educational boundaries, in addition to the fiscal
ones, such as scholarships and student loan 
programs (see chapter 3), that are particularly
important for those from poor families. 

“Easier” does not have to mean, and should not
mean, lowering standards. Nonfiscal steps include:

• Ensuring that students who arrive at 
transition points already have the foundation
skills and problem-solving skills that let 
them accommodate the demands of alterna-
tive tracks 

• Allowing cross-registration—in other words,
allowing students in one track to take courses
in another

• Encouraging “second chance” programs that
let individuals master the knowledge and
skills needed to enter a new field of study.
These programs often take the form of night
courses and distance education courses avail-
able in open universities or two-year colleges.

The success of these efforts can be monitored by
measuring transition rates between  levels and
among tracks.
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Create cheap alternatives to fee-based preschools.
Early childhood programs that focus on child
development, not baby sitting, are an important
compensatory strategy for getting poor children
ready for school. Primary schools can reduce the
performance gap between poor and nonpoor chil-
dren, but they are working against the lost learning
opportunities of the preschool years. The United
Nations Children’s Fund publication Education for
All? has an excellent discussion of the facilitative
role that governments can play and have played
in mobilizing local communities to create quality,
inexpensive early childhood development pro-
grams (UNICEF 1998, pp. 67–71). These programs
have the side benefit of enabling poor mothers
who cannot afford the tuition of regular preschools
to work.

Whether scarce public funds should be used to
increase preschool services for the poor is a dif-
ferent question. In terms of preparing for school,
which ages most benefit from these services—the
infant and very young child, or the slightly older
child? Do children who attended developmental
preschool programs perform better in primary
education than those that did not? Are any 
measured differences between “treatment” and
“control” groups sufficient to warrant the 
public expenditure?

Consider multisectoral strategies for improving edu-
cational access and quality in particular locations,
such as rural areas, or for subpopulations, such as
the Roma. In some cases unequal learning oppor-
tunities can be fixed with money—for example,
by subsidizing poor parents so that they can buy
required textbooks for their children. In other
cases the causes of unequal opportunities are
multivariate, cutting across sectors and affecting
nonpoor as well as poor families. In Albania
reducing the serious differences in educational
access and quality between urban and rural areas
probably requires a multisectoral rural policy—for
instance, the lack of roads means that villages

cannot attract and retain qualified teachers, but
decisions on roads are not under the jurisdiction
of the Ministry of Education and Sciences. In
Romania the Ministry of National Education has
launched a special program dedicated to rural
education. Action plans are being based on analy-
ses of the nature of the problem, whether access,
retention, or transition. 

The causes of any given problem are not always
clear. For example, low transition rates from pri-
mary to lower secondary education in rural areas
(65 percent) may indicate not a demand problem
but a supply problem—the lack of a local lower
secondary school or the lack of transport to a
nearby school. Since rural areas are heterogeneous,
average data showing rural-urban disparities 
may hide diverse conditions. Any program target-
ing rural areas will therefore have to be 
community-specific. 

The strategy for minority groups, such as the
Roma, whose options and choices reflect the
cumulative effects of sustained discrimination has
to be multisectoral and tailored to the conditions
of individual Roma communities (Ringold, 2000).

Desegregate training opportunities by gender.
Although wage differentials by gender are now
smaller than in the OECD countries, they can be
expected to grow as wage scales decompress.
Gender differences in wages operate through 
different wages for the same work and different
wages for different work segregated into “men’s”
as distinct from “women’s” jobs. Clearly, gender-
based occupational preferences will limit women’s
(men’s) demand for training in traditionally male
(female) occupations. However, ensuring that
women and men have access to training in occu-
pations nontraditional for their gender will help
reduce wage differences between men and women
that are associated with gender-based differences
in access to different occupations.
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Facilitate opportunities for adult retraining to let
individuals meet changing demands for labor. 
Many individuals in the current ECA labor forces
still have years of potentially productive work
ahead of them before they can expect to retire.
An individual who left school in 1989 at the end
of basic education, for example, is now only
about 25 years of age. Skill demand is already
changing, and these changes can be expected to
accelerate. Minimizing structural unemployment
fueled by mismatches between skill supply and
demand requires retraining opportunities.
Government can facilitate the supply of and 
individuals’ access to market-responsive retraining
programs. Although the issue is beyond the 
scope of this book, there is substantial interna-
tional experience to guide governments’ 
retraining policies.23 

Create objective university entrance examinations.
The purpose is to reduce the relationship between
families’ abilities to pay bribes to secondary 
or university faculties and university entry.24

Payment of bribes to faculties predated the 
transition, but this practice, in the form either 
of tutorials to prepare students for examinations
that the tutor himself/herself might be writing 
or of outright “gifts”, has worsened. 

It is a pernicious practice. It excludes intellectually
gifted youth from poor families from the university
level. It undercuts what should be the basis for
admission: merit. When merit is compromised,
three things happen. First, the meaning of a 
university degree will ultimately be devalued
because employers will not be able to trust what
it is supposed to signal. Second, the country,
which relies on its universities to create the 
highly skilled individuals needed for its economic
development, will get a less competent resource
than expected. And third, the practice undermines 
citizens’ beliefs in the fairness of government.

Many countries have created objective and fair
examinations for entry into university. Box 2.2
gives an example for Slovenia.
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23 For useful examples, see Fay (1996); Meager and Evans (1998); Fretwell and Wilson (1999). 
24 This proposed policy change does not redress differences among families in their financial capacities to buy their children

access to lyceums, gymnasiums, and tutoring at the secondary level to prepare them to take the entrance examinations. 

Box 2.2

MODERNIZING THE EXAMINATION SYSTEM IN SLOVENIA

In 1991 Slovenia assessed a student’s suitability for higher education in ways typical for the region. Each uni-
versity faculty wrote its own tests and administered them at its own convenience. Tests were largely oral and
unstandardized. A candidate did not know whether the test was comparable in difficulty to other tests within
the same university, to tests for a different university, or to tests administered by the same faculty the year
before. Test content was not advertised, so secondary schools with the closest informal ties with university fac-
ulties were at a distinct advantage. Personal administration of tests in widely separated locations encouraged
corruption. In sum, the tests were discriminatory against the poor; they were devoid of psychometric standards;
and because they favored a privileged elite, the admission process threatened the national sense of fairness.

Slovenia now has a new standardized examination, the matura, designed by subject-specific professional 
committees called national matura commissions. It reflects the different professional points of view of scholars,
psychometricians, and parent and teacher groups. The National Testing Center administers the test and is
responsible for grading and test security. Prior to the first administration of the matura, Slovenian officials vis-
ited testing centers in the Netherlands, the United Kingdom, and North America to study how modern testing
agencies function.
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CHAPTER THREE

FINANCE FOR SUSTAINABILITY, 
QUALITY, AND FAIRNESS

Summary

Education systems in many ECA countries have
been experiencing serious fiscal constraints that
will almost certainly persist for the foreseeable
future. Governments have tended to delay genuine
adjustment with temporizing measures that
increase the eventual costs of adjustment, under-
mine educational outcomes and fairness, and only
mask fiscal shortfalls. Moreover, countries fail 
to position themselves fiscally to expand upper 
secondary and tertiary enrollments in response 
to the skill demands of market economies. This
failure can have long-term implications for their 
economic growth.

Virtually all ECA countries generate revenue for
education at the central level, and many of them
then distribute it to localities using various sharing
arrangements. Central revenue generation is trans-
parent and efficient and can also be consistent
with local control of education spending. Any 
supplementation with local revenues should be
carefully done to avoid undermining educational
opportunities for poor families or the quality of
education in schools that are unable to mobilize
local support. Centrally generated funds should be
distributed to units of local government that are
large enough to manage a school system rather
than a single school and yet small enough to be
politically responsive to the local populace. The
best way to ensure fairness in the distribution 
of resources among these jurisdictions is probably
“money follows student”, using a capitation-
based formula.

Spending units need to improve the use of avail-
able resources by rebalancing the product line,

meaning especially basic versus tertiary and general
versus vocational education. They need to optimize
the educational input mix, especially personnel 
versus didactic materials, energy, and maintenance.
Each decision entails complex issues and risks that
require careful consideration and management.

The major financing goals for the region’s educa-
tion systems should be fiscal sustainability and
use of public finance to ensure educational quality
and fairness. This links the theme of this chapter
closely to several others in this document.
Decisions about the sources, distribution mecha-
nisms, and uses of financing affect educational
quality (chapter 1), fairness (chapter 2), and 
governance and accountability (chapter 5).
Although an efficient system may not be fiscally
sustainable, reducing the inefficiencies in the
region’s education systems (chapter 4) will clearly
help achieve fiscal sustainability.

Why This Development Goal?

This objective emerges out of two related realities.
One is that the education sectors of many ECA
countries are afflicted with serious fiscal con-
straints. The other is that these countries are
reacting to fiscal constraints in ways that threaten
educational quality and fairness. Education minis-
ters in the transition countries tend to consider
“insufficient funds” their most serious problem
and are treating fiscal constraints as temporary
crises that can be handled by “muddling through”.

But austere budget constraints are not temporary.
Ministries of education will face serious fiscal
constraints relative to spending pressures for the
foreseeable future. They cannot continue to muddle
through. By failing to reconcile their education
sectors with fiscal realities, they are jeopardizing
educational outcomes and fairness in the medium
and long term. 
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Many countries have reduced the
resources available to education 
just as the prices of educational 
inputs have increased 

The present imbalance has three immediate
sources: macroeconomic declines in many countries
have caused the resources available for education
to drop; the true costs of energy and other inputs
have surfaced; and pervasive inefficiencies in 
the sector have not been confronted. The latter
problem is discussed in detail in chapter 4.

Macroeconomic decline has reduced the public
funds available for education. Following the 
disintegration of the Soviet Union, macroeconomic
conditions deteriorated dramatically in all ECA
countries. Most countries in Eastern Europe have
subsequently recovered, but as table 2 in the
Introduction showed, many countries of the FSU
continue to face macroeconomic decline or stag-
nation. Countries experiencing secular declines 
in GDP have tended to react by reducing public
spending on education even more rapidly, causing
not only an absolute decline but also a decline 
in the ratio of public education spending to GDP.
Countries whose GDP has grown have tended to
increase public spending on education even
faster, increasing the ratio of education spending
to GDP. These points are shown in figure 3.1.

True prices and costs have surfaced. The removal
of subsidies and price distortions is compounding
the effects of the decline in the resources avail-
able for education. 

• Energy. When energy prices in the region
began to reflect world energy scarcities in the
early 1990s, the energy bill for ECA education
sectors increased by as much as 2,000 percent in
the areas with the most severe climates. 

• Infrastructure. Maintaining infrastructure 
has been deferred, resulting in its cumulative

deterioration. Today this represents a hidden cost
that has to become explicit.

• Didactic materials. In the past textbooks 
and written didactic materials were published 
by government printing houses and subsidized 
in ways difficult to assign to education budgets.
Now, prices reflect costs to a greater extent. The
effect is similar to the effect of “honest” energy
prices, though smaller in magnitude. This effect
may be greater now than later. A number of coun-
tries are trying to replace their entire stock of
textbooks for pedagogic and political reasons, 
and the accelerated purchasing schedule bunches
textbook costs in the short term.

• Teachers. Teacher salaries are a nascent
source of pressure on education finances. Teacher
salaries are generally below the average wage 
in countries of the region (see annex table A17).
However, price-sensitive markets for labor are
emerging. As the service sectors begin to com-
pete for well educated workers, they are likely to
bid up teacher wage rates, thus reversing the
downward relative wage trend that has prevailed
for several years and increasing the pressure on
education budgets.

In addition to these actual and potential increases
in the costs of inputs, policymakers now or in the
future will be under pressure to increase upper
secondary and tertiary enrollments in response 
to the skill demands of market economies. Even
though the demographic trough that all but
Albania, Turkey, and the Central Asian countries
are experiencing will reduce the size of cohorts
going through the system, upper secondary and
tertiary educational services are generally more
expensive to provide. Depending on country partic-
ulars, the net result may be increased total costs. 

EUROPE AND CENTRAL ASIAN REGION
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Figure 3.1   Public Spending on Education by Country Reflects GDP, 1990–97
(average annual percentage change)

Note: The dates given after each country indicate the years of the data series for that country. 
Sources: Authors’ compilation based on GDP data; World Bank, World Development Indicators (various years); annex table A15.
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How have education sectors reacted to
budget pressures?

ECA countries have generally not yet adjusted
effectively to reduced funding (in some cases) or
to increased prices (in all cases). They have not
positioned themselves fiscally to handle what may
be increased costs attributable to higher enroll-
ment rates at the upper secondary and tertiary
levels. Instead, as chapter 4 elaborates, they
have tended to take temporary measures. Such
measures include continuing to defer building
maintenance (thereby decapitalizing the sector
even more rapidly), cutting the purchase of 
didactic materials, not heating schools, allowing
teacher wage rates to fall relative to other wages,
and, in some cases, running up arrears in energy
bills and teacher wages.25 In a few cases countries
have decentralized revenue generation to get 
fiscal problems off the central books, not because
this measure necessarily makes good sense for
governance, equity, or quality.

These measures increase the eventual cost of
adjustment, hurt educational outcomes, and only
mask fiscal shortfalls. Since the financing of inputs
to the sector is often de facto shifted from the
public sector to private families that vary in their
ability to pay, these measures undermine fairness. 

How Can Countries Adjust? 

The next sections discuss several promising possi-
bilities for sustainable and fair adjustment that
maintains educational quality. This discussion is
organized into revenue generation, mechanisms
for resource distribution to spending units, and
allocation of resources among the elements of the
education “product line” and among the inputs
used to produce them. 

Revenue generation: Continue to gener-
ate most education revenues centrally

It is sometimes thought that most ECA education
systems use decentralized revenue generation.
This misperception arises from a confusion
between the generation of revenues and their
control. In fact, all but three countries (Bosnia-
Herzegovina, Georgia, and Russia) now rely 
predominantly on centrally generated revenues 
to finance education.26 Revenue generation for
education is only truly decentralized if subnational
levels of government define the tax bases and
determine the rates of the taxes that raise funds
for the education sector. Almost all ECA countries
finance basic education primarily from national,
general revenues, meaning that tax rates, bases,
and administration are controlled by the central
government. Although all ECA countries rely to 
a certain extent on locally generated revenues 
to finance education, such resources generally
account for small fractions of total spending 
on education.

Within the broad pattern of central revenue 
generation, there is considerable diversity in
spending responsibilities. Ministries of education
sometimes use national funds to pay for educa-
tional inputs directly—for example, for teacher
and other salaries, as in Latvia, FYR Macedonia,
Moldova, and Romania. More often, however, the
“vertical fiscal imbalance” created by national
responsibility for revenue generation but local
responsibility for spending is resolved by 
channeling nationally generated resources to 
local governments. 

Funds may be channeled to the education sector
through block grants to local governments—in
other words, via grants that are not earmarked
exclusively for education. Examples of countries
with such arrangements are Albania, Azerbaijan,
Georgia, Hungary, Poland, Moldova, Romania,
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25 For example, by 1998 Moldova had accumulated fiscal arrears in the education sector that were more than 50 percent of
total actual expenditures for the sector in that year.

26 Russia’s oblasts (regions) are as large as most ECA countries. In Russia decentralization from national to subnational levels of
government should be thought of in terms of decentralization from oblast to suboblast levels of government. 
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Russia, Tajikistan, and Ukraine. Sometimes, as in
Armenia and Bulgaria, countries use grants ear-
marked exclusively for education. The Kyrgyz
Republic finances some education expenditures
via taxes that are shared between the national
and local governments. In Latvia education is
financed in part by taxes that are “owned” by
localities but collected by the national govern-
ment and returned to the localities where they
notionally originated. In Bosnia-Herzegovina,
education is financed almost exclusively in this
way, via assignment to cantons of taxes adminis-
tered by the Bosnian federal government. In 
many countries redistribution among localities 
is implicit—the size of grants or other transfers
does not depend exclusively on where the 
revenue originated. 

Although most ECA countries now raise revenues
for the sector centrally, many countries are con-
sidering devolving responsibility for revenue 
generation to local governments. There are a num-
ber of reasons for continuing the present pattern. 

First, central governments can raise larger
amounts of money than local governments can—
local governments do not yet have much to tax.
National taxes such as value-added taxes (VATs),
personal and business income taxes, and trade
taxes have the potential to generate large amounts
of revenue. The obvious candidate for a subnational
education tax is a property tax. However, in many
ECA countries government ownership of property
that would otherwise be taxable continues to be
important. In others property rights remain unclear,
property markets are thin, and property values 
are unstable or difficult to ascertain. Duplicating
national taxes or dividing a fraction of a national
tax among subnational governments confuses
accountabilities, and neither measure departs 
significantly from national revenue generation 
for education. 

Second, the central government can administer
taxes with lower administrative costs and higher

compliance than local governments can. Local
taxes entail administrative costs that are a multi-
ple of the administrative costs associated with
national taxes. For example, a local sales tax
would strain the administrative capacities of 
subnational units in most countries. Since educa-
tion would need only a small VAT, the costs of
administrating such a tax locally are uneconomic. 

Third, national taxes are neutral with respect 
to geographic location. Local taxation invites
destructive tax competition among jurisdictions—
for example via rate cuts or tax holidays. 

Fourth, it is easier politically to distribute national
revenues to localities in ways that help equalize
educational opportunities among jurisdictions
than to implement a zero-sum equalization fund
or some other equalizing mechanism. Such
devices necessitate confiscating resources in one
jurisdiction in order to apply them to another. 
A common feature of ECA countries is the wide
differences in tax bases (personal and business
income, turnover, property) among localities;
there is a “horizontal fiscal imbalance”. The ratio
of high to low per capita income is typically five
to one or greater. If subnational governments 
pay for the education only of children in their
jurisdictions, geographic differences in income
translate into unequal educational opportunities.27

Poor regions have poor education systems that
produce poor educational outcomes that result in
low incomes that reinforce regional poverty. 

Data on Russia illustrate the point. The relation-
ship between variations in gross regional product
(GRP) and education spending per school age child
in 79 oblasts (regions) and autonomous republics
for which both figures are available is shown in
figure 3.2. There are substantial differences in
these variables and a clear correlation between
them. The richest regions are able to afford the
highest education spending, and vice versa. 

EUROPE AND CENTRAL ASIAN REGION

27 Just as incomes vary widely among jurisdictions, so do costs. However, it seems likely that although some costs may be
lower in low-income regions, others undoubtedly are not. It is likely that education costs vary between regions much less
than do incomes. 
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In a system of centralized revenue generation for
education, the whole country pays for the educa-
tion of all of the country’s children, with citizens
contributing more or less according to their ability
to pay. Particularly under a system of “money 
follows student” (discussed below), there is at
least the possibility of an equitable distribution of
educational opportunity throughout the country. 

As noted earlier, decisions about how revenue 
for education is generated and who controls its
spending are separate. Centralized revenue gener-
ation does not imply centralized control over
resource use, as revealed by an examination of
practices in countries where revenue generation
and governance are not always tied. Prior to the
transition, the education sector in ECA generally
had centralized revenue generation and governance.
Money for education came from general state 

revenues, and central ministries—especially 
ministries of education, but also ministries such
as agriculture and industry for vocational
schools—controlled all aspects of the “education
production function”. Today some ECA countries,
such as Azerbaijan and Tajikistan, are decreasing
dependence on centralized revenue generation 
but retaining control at the center. Some Western
countries, such as England, have decentralized
control without decentralizing revenue generation.
The United States, by contrast, decentralizes both
revenue generation and governance. The point is
that fiscal decentralization is not essential for
decentralizing elements of education governance. 

A factor that influences whether central revenue
generation is consistent or inconsistent with
decentralized control is earmarking. Earmarking
means that centrally generated funds that are
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channeled to local authorities must be used for
specified purposes. An earmarked education transfer
(whose size might be determined by a capitation
formula, as discussed below) could be used only
for education, for example. Earmarking reduces
the flexibility of local authorities to tailor their
spending patterns to fit local circumstances, so it
shifts control from localities to the center. It is
difficult to confine earmarking to just one sector
such as education; the arguments in support of
earmarking for education can also be applied to
health, water and sewer services, and locally
managed social assistance, for example. Obviously,
if most of the funds available to local governments
are centrally generated, and if most centrally gen-
erated funds are earmarked, then local authorities
have almost no discretion as to spending pat-
terns, and central authorities have almost total
control. These considerations apply to any region.

In ECA there are two additional regional consider-
ations. First, health care is increasingly financed
via health insurance systems that in effect earmark
funds that are centrally generated by a wage tax.
Health insurance means that education is a much
larger fraction of local government spending in
ECA than in many other parts of the world. The
point is that earmarking education expenditures
in ECA has the potential to reduce local flexibility
more than it would if health care expenditures
had not already been earmarked.

Second, in most ECA countries, whether centrally
generated funds for education are earmarked or
not, local governments spend more on education
than the amount of the education transfers that
they receive from the center. In such circumstances,
earmarking presumably would not change spend-
ing patterns.

Accordingly, earmarking education funds is likely to
be either confining or inconsequential. Therefore,
earmarking education spending in ECA countries
under normal circumstances is not desirable.

There may be a case, however, for temporarily
earmarking education transfers in extraordinary
circumstances. In a few countries—for example,
Georgia and Moldova—the normal cash flow of
public funds may break down from time to time,
so that central funds intended for localities never
reach their destination, or they may be “hijacked”
for crisis management in other sectors. This might
result in arrears in teacher wages, no didactic
materials for schools and students, no heat for
school buildings, and even the suspension of
classes for lack of funds. Under such extreme 
circumstances, it may be useful to consider 
temporarily earmarking funds for education. If
resources are terribly scarce and the normal cash
flow of public funds is breaking down, however,
one must ask whether earmarking would be any
more respected than other budgetary practices
and procedures.

Revenue generation: Cautiously 
supplement central revenues

Almost all ECA countries supplement centrally
generated revenues for education with local taxes
and formal user charges, and some also use infor-
mal user charges and entrepreneurial activities to
raise money. 

Possibilities for generating funds for education
with local taxes are limited. As pointed out above,
local tax bases are extremely weak in the region,
and as a consequence, this source of funds is not
terribly important. It is difficult to make precise
comparisons among countries because they report
their local revenue and spending data on different
bases, just as OECD countries do. A report from
the OECD in 1999 concludes, inter alia, that
“…the state and local tax share of subcentral
governments is a measure of only limited value
when assessing the tax autonomy of lower layers
of government”, and “…subcentral levels of 
government may have limited or even no influ-
ence over taxes which—for reporting purposes—
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are assigned to their jurisdiction.” Accordingly,
measuring the precise contribution of local taxes
to education revenue in ECA countries is beyond
the scope of this book. 

There are two dangers in overreliance on local
taxes to generate revenue for the education 
sector. First, as mentioned earlier, differences in
the fiscal capacities of local jurisdictions may
translate into major regional differences in educa-
tional opportunities. Second, consolidation of
schools is an extremely important issue through-
out most of ECA. People are extremely resistant to
allowing the school in their jurisdiction to close,
and they will be even more resistant if they 
perceive that “their” taxes are going to support
“someone else’s” school in a neighboring town 
or village.

At the same time, some local taxes in the revenue
mix may increase the sense of local responsibility
and thereby strengthen local governance. Also, 
it would be futile, and perhaps undesirable, to
restrict the amount of “own revenues” that rich
localities can spend on education, just to pull
them down to spending levels in the poorest areas. 

All ECA countries also use various cost-recovery
mechanisms to supplement tax revenues for the
sector. These include user charges and entrepre-
neurship at the level of the school. For example,
box 3.1 shows the variety of cost-recovery 
mechanisms that Hungary is using. 

In some cases these cost recovery measures 
have merit. They can increase the total resources 
available to the sector and help cushion abrupt
changes in any one funding source. They can
increase quality and efficiency (for example, by
expanding the role of the private sector) and a
sense of ownership (by increasing the burden 
on the direct beneficiaries). However, all these
strategies carry risks, a shared one being that
total spending on education will not increase if
the national education budget is cut to offset
funds fully or partially raised through supplemen-
tary sources.

Exercise caution with user charges. User charges
are payments by recipients for identifiable 
elements of educational services. Tuition for
preschool students, charges for textbooks or 
laboratory materials, and tuition and dormitory
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Box 3.1

DIVERSIFIED REVENUE GENERATION IN HUNGARY

In 1993 an OECD survey of Hungary found that 9 percent of total education expenditures came from nonbud-
getary sources. By 1997, 80 percent of the costs of textbooks was covered by parents (up from 60 percent in
1994). From 1997 on, taxpayers may direct 1 percent of their income tax to certain listed organizations that
work for the common good. This option has brought in significant extra income for some schools. 
The vocational training contribution (wage tax) paid by employers covers some 22–25 percent of the total
expenses of school-based vocational training. The company contribution may be paid to the Vocational Training
Fund (administered by the Ministry of Education); it may be given directly to a vocational training institution
chosen by the company; or the company itself may provide training out of its contribution either for the
school population or for its own employees. 

Most schools carry on certain economic or other activities to gain extra income. They rent their classrooms for
language classes or even hold the courses themselves. In some cases vocational schools earn significant extra
income by selling in-service or retraining programs for the adult labor force. 
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fees for university students are examples. A 
variant is public funding for education salaries,
with user charges to cover nonsalary inputs.
Particularly in very low-income countries or
regions, schools and jurisdictions are relying
increasingly on user charges to supplement public
education spending.

Families of students already help support schools
through their taxes. The rationale for user charges
is that individual students receive a large part of
the benefit from education and that therefore
they (their families) should bear part of the cost
directly. A family with no children does benefit
from the education system, but not nearly as
much as a family with children. User charges may
also give parents a sense of ownership in their
schools that they might not otherwise have. User
charges can potentially improve the quality of
education beyond what would be possible with
government financing alone. 

Yet there are two dangers to over reliance on user
charges. First, international studies show that
user charges discourage children and youths from
poor families from attending school. For example,
when countries have eliminated fees for primary
school, enrollments have increased, often dramat-
ically. Means-tested education vouchers for the
poor are one way to deal with this problem at
pretertiary levels; scholarships and student loan
schemes can work at the tertiary level. Second,
the schools best positioned to raise money
through user charges may be in richer jurisdic-
tions where educational opportunities are already
the best. Reliance on user charges, like reliance
on local taxes, may increase regional disparities. 

The case for user charges for education is strongest
for universities, where individual students realize
the greatest share of the benefits of education.
Several ECA countries have already introduced or
are considering introducing tuition and fees to
shift a share of costs from the taxpayer to stu-

dents and their parents. Box 3.2 gives examples
for Azerbaijan, Hungary, Poland, and Russia.

Politically, it is probably prudent to increase user
charges for universities gradually, with the sched-
ule of increases announced well in advance. 
For example, students could be asked to bear 2
percent of the cost of their education in 2001,
with the share increasing 2 percent per year for
all students to 20 percent in 2010. Alternatively,
each successive matriculating class could be
asked to bear a higher proportion of costs. For
example, students born in 1982 could be asked 
to bear 2 percent of the costs of their education,
students born in 1983 could be asked to bear 4
percent, and so on, up to 20 percent for students
born in 1991. The advantages are that no students
already in university would face the new regime
and that the burden would not be increased after
a student matriculated. The disadvantage is that
different students in university at the same time
would face different user charges.

An important complication is that many ECA
countries have constitutional provisions that
guarantee free education at all levels beyond
preschool. If higher education enrollments are 
to increase, countries have to change or find
ways to circumvent such provisions. As a former
minister of finance from an ECA country observed,
“These countries have constitutions that they
cannot afford.” The clash between a constitutional
guarantee of free education and today’s fiscal
realities can result in bizarre behavior, as shown
by the case of Poland (see box 3.2).

User charges for higher education should be 
complemented by student loan schemes and
means-tested scholarships. However, creating an
effective student loan and scholarship program
requires overcoming several formidable obstacles.
First, applying a means test to identify students
who are eligible for state subsidies is difficult.
Countries that operate subsidized student loan
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schemes and scholarship programs rely on reports
of income and wealth to the tax authorities to
estimate ability to pay for schooling and capacity
to repay loans. However, tax compliance in ECA
countries tends to be low, and self-reporting
tends to be inaccurate. 

Second, since consumer credit is underdeveloped
in most ECA countries, there is little tradition of
voluntary repayment of credit and little onus
attached to default. Third, enforcement of loan
repayment is usually facilitated by the borrower’s

sense that the lender has a legitimate claim on
the borrower. This sense of obligation derives
from a recognition that the loan has supported
the purchase of something of value and that the
terms of the purchase were fair. The history of
highly subsidized higher education in the region
undermines this sense of obligation. 

Implementing a student loan scheme also requires
solving the problems inherent in lending large
sums of money on a long-term basis without 
collateral. Students generally do not have an
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Box 3.2

USER CHARGES IN HIGHER EDUCATION

Azerbaijan. In Azerbaijan formal student fees have been introduced in public higher education institutions.
Public institutions now accept a proportion of their students on a fee-paying basis. As a rule, government sub-
sidized places are allocated to those who perform well on university entrance examinations. In 1998, of 17,000
students entering the 18 state universities, 9,400 were budget-sponsored students and 8,200 were fee-paying
students. User fees collected by higher education institutions are not included in the budget and are used at
the discretion of the collecting institution. 

Hungary. The 1995 higher education reform in Hungary focused on making more efficient use of public resources
in higher education and shifting the burden of some costs from taxpayers to students and parents. In 1995 a
tuition policy was introduced in public institutions of higher education. However, about one-fifth of the stu-
dents receive partial or full waivers based on academic merit or financial need, and total tuition revenue in
fact covers only a small fraction of total costs (Johnstone, Arora, and Experton 1998, p. 9). 

Poland. The constitution calls for “free” higher education “without any payment”. In order to circumvent the
spirit of this provision, higher education institutions choose not to apply this rule to “extramural” students.
The quality of education offered to extramural students is not on a par with the programs offered to regular
day students, especially with respect to the frequency of direct contact and tutoring with qualified instructors.
It would also appear that fee-paying students are subsidizing day students. 

In the past, “extramural” students attended only weekend and evening programs. Now “extramural” students
are being permitted to attend regular day classes along with day students who do not pay tuition charges. 
In effect, universities are trying to increase revenues by turning night into day.

Russia. Higher education institutions in Russia are prevented by the constitution from implementing a “formal”
policy of charging for tuition. However, in apparent contradiction of the constitution, a government decree in
1994 made tuition charges legal for all persons, not only “juristic persons” (i.e., enterprises and organizations).
In 1995 fee-paying students accounted for about 10 percent of total admissions (Johnstone, Arora, and
Experton 1998, p. 9).
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established credit history that might be used to
assess their character. In addition, double-digit
inflation in most ECA countries makes nominal
interest rates on fixed rate loans very high. These
rates impose large risks on borrowers if inflation-
ary expectations are not realized. Innovative
lending products that index the unpaid principal
amount of the loan to a price index or that adjust
interest rates frequently might be considered.
Application procedures that identify a network of
family members might be employed to simplify
the tracing of defaulters. A variant combining
features of a scholarship program and a loan
scheme is an income-contingent repayment
scheme (possibly associated administratively with
the social security system) and a program of 
forbearance for persons who are unemployed, 
disabled, or faced with exceptional financial
crises. This kind of hybrid might be used to avoid
formal default and to increase the probability 
of eventual repayment.

Avoid or legitimize “informal” user charges.
Informal user charges are payments that are 
neither explicit nor public. They can take several
different forms. Parents may have to pay teachers
for extra tutoring to compensate for low teacher
salaries. Legitimate costs of education, such as
the costs of heating school buildings, may be
pushed onto parents or the community because
tax revenues are inadequate. 

“Informal” user charges are problematic. Because
they are “hidden”, the access of poor families to
education may be reduced because the need to
subsidize families that cannot afford these pay-
ments is not confronted. Hidden payments invite
corruption. Finally, money raised outside govern-
ment channels is not always handled in a 
businesslike way. In Russia, for example, head
teachers do not even have bank accounts for their
schools. Hungary has arrived at a solution that
may be relevant for other countries in the region.
Most schools in Hungary have formed their own

foundations, which parents or economic 
organizations are welcome to support financially.
Education foundations in Hungary provide a 
businesslike, legitimate mechanism for schools 
to manage nongovernment money. 

Informal education payments are sufficiently
important in ECA countries that they should be
studied systematically, just as informal health
payments are now receiving analytic attention. 
To the extent that the incidence of informal pay-
ments for education is unfair, limits the education
opportunities of the poor, or increases regional
disparities, corrective measures may be needed.
Ideally, informal payments should be legitimized
by law or regulations and special provisions 
introduced for poor regions or poor students.

Entrepreneurship should contribute to educational
outcomes. Confronted with rising costs and 
inadequate budgets, head teachers in some
schools have resorted to renting school space to
enterprises, using vocational training equipment
to produce goods for sale, or charging businesses
for using school computers. Universities have an
even greater range of opportunities: 

• The provision of short or specialized teaching
services, such as extension or continuing
courses for working adult students 

• The sale of education- and research-related
products, such as books, inventions, and farm
products 

• The sale of consultant services and applied
contract research 

• The privatization of various noneducation-
related services such as dormitories, cafete-
rias, and health care

• The use of assets, such as land and facilities.

“Entrepreneurship” entails benefits and risks. It
increases the resources available to the school—if
the education budget is not cut to offset entre-
preneurial profits. It does not harm educational
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quality if it is pursued without distracting school
authorities from the business of education, reduc-
ing the availability of facilities to students, or
detracting from the quality of their education in
some other way. However, if these conditions 
are not met, entrepreneurship can be inferior to
budgetary financing. The key point is that such
entrepreneurial activities should be within the
framework of the institutional mission and should
support educational outcomes.

Resource distribution: 
“Money follows student”

If most funds for education are generated centrally,
countries face two basic choices. First, what
should the spending unit be—in other words,
how far down should the money go? Should
money be allocated to the individual student, the
individual school, townships, provincial regions,
or what?

In general, the money should go to a jurisdiction
that is small enough to be politically accountable
to the local population and yet large enough to
create possibilities for shifting resources among
schools. It is impossible to set precise limits;
every country is different. However, a spending
unit with a population of, say, 1 million may be
“too big”, while a jurisdiction with a population
of 20,000 is almost certainly “too small”. Units 
of perhaps 100,000 seem small enough to be
politically responsive but large enough to allow
flexibility. Allocating the money all the way down
to individual schools (corresponding to a jurisdic-
tion with a population of only a few thousand
people) erases the flexibility to shift resources
among schools and creates resistance to school
consolidation. Assigning competence for different
levels of schools to different levels of government,
as Poland does, also reduces flexibility. If one
level of government receives funding for basic
education and another for upper secondary educa-
tion, for example, the system’s managers cannot

easily smooth out demographic waves by, 
say, retraining teachers and shifting them
between levels.

Note that the recommendation here is different
than it would be in a region where there is a
need to expand the number of schools. Capitation
all the way down to the school level might make
it easier for a group of parents and teachers to
organize a new school by ensuring that funding
would follow students to the new school. In ECA
the problem is school consolidation, and capita-
tion at the level of individual schools would
almost certainly slow this painful but inevitable
and probably necessary process. 

Second, what mechanism should be used to 
determine how the money is distributed among
spending units? Three obvious choices are to 
perpetuate historical patterns, use centrally deter-
mined norms, or allocate via a capitation system.
Traditionally, funding in ECA countries was 
allocated on the basis of norms for inputs.
Jurisdictions with the most school buildings and
teachers generally received the most money. It 
is almost universally accepted now that “money
follows student” (demand-side financing) is the
preferred alternative. “Money follows student”
simply means that funding for education is a
function primarily of the numbers of students.
Such systems are sometimes said to be based on
capitation, or unit cost, or average cost.

The funding formula per student can be adjusted
for factors that result in differences in costs, such
as population density (rural schools are usually
more expensive per capita because fixed costs are
distributed across smaller numbers of students) 
or differences in the educational challenges that
student bodies present. The formula must be 
simple and transparent, preferably with only a few
(less than six) adjustment factors. Typically these
factors are summarized in funding algorithms for
each level of schooling. 

EUROPE AND CENTRAL ASIAN REGION



THE WORLD BANK 55

Demand-side financing has particular application
in higher education. In most ECA countries higher
education funds are allocated on the basis of
inputs used—for example, on the basis of the
number of faculty, as in Poland, or on the basis 
of courses offered, as in the Czech and Slovak
Republics. In a capitation or demand-side financ-
ing scheme, public funds are allocated as “block”
or “lump sum” grants according to a formula
based mainly on the number of students. The for-
mula can also be designed to reward educational
quality or the efficiency with which the institution
uses inputs. Institutions then have the flexibility
to reallocate resources as they see fit. Such
approaches have the potential to improve efficiency
in the use of public resources, since institutional
managers have the freedom to make decisions
that reduce costs and increase quality. Box 3.3
describes how Romania is introducing demand-
side financing in higher education.

Capitation financing raises the following three
questions: Should “money follows student” apply
to private and parochial schools as well as to
government schools? How much school choice
should be permitted? What are the advantages
and disadvantages of paper vouchers?

Should “money follows student” apply to private
and parochial schools as well as to government
schools? Every ECA country permits nongovern-
ment schools to coexist with public schools. In
practical terms most nongovernment schools in
the region are not-for-profit and are sometimes
church-related, although commercial schools for
subjects such as languages, computer sciences,
and accounting also exist. Although the non-
government schools’ legal basis for existence 
is shaky in a few countries, there is universal
agreement that they schools should be allowed. 

Questions about the public fiscal relationship to
these schools then have to be answered. Most
ECA countries provide no public funds for non-

government schools, on the rationale that public
schools are available to all and that they play a
valuable socializing and nation-building role in
addition to their purely educational function. If
parents wish to use nongovernment schools, they
are welcome to do so at their own expense.

In a few ECA countries nongovernment schools
receive subsidies from the government, usually in
proportion to the number of students they serve.
In Poland, for example, nongovernment schools
may receive a reimbursement of up to half the
average cost of educating their students in a 
government school. The rationale is that non-
government schools lighten the public fiscal 
burden and that this net saving for government
should be rewarded and encouraged. Even with a
subsidy of 50 percent of the average cost of the
public schools (as in Poland), students who trans-
fer from a government to a nongovernment school
potentially reduce public spending on education.
(Whether that potential can be realized depends
on whether it is possible to close the excess
capacity that the transfers create.)

Of all of the countries in the region, only Hungary
offers a subsidy to some nongovernment schools
equivalent to 100 percent of the cost of govern-
ment schools. (See box 3.4.) Obviously, 100 
percent subsidies to nongovernment schools do
not reduce public expenditures on education. The
strongest economic argument for full subsidization
of nongovernment schools is that this is likely to
make high quality education in nongovernment
schools more available to students from poor fam-
ilies that cannot afford to pay full or even partial
tuition. Other arguments for a 100 percent subsidy
tend to be political rather than financial. Some
stakeholders may believe that church schools 
promote family values better than government
schools, for example. In some countries antiunion
forces may argue for full subsidization of non-
government schools (which tend not to be 
unionized) as a way of undermining the strength
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Box 3.3

DEMAND-SIDE FINANCING IN ROMANIAN PUBLIC HIGHER EDUCATION

Prior to 1990, financing for Romanian higher education was a supply-side system based on central manpower
planning that determined enrollments. Funds were allocated on the basis of the number of teaching positions,
square feet of building space, and other planning norms. In practice, considerable bureaucratic bargaining that
was not transparent also affected financing. After 1990 enrollments in public universities exploded, reflecting
the pent-up demand for higher education that the limits on enrollments under the communist regime had 
created. However, some of the traditional fields, such as heavy industrial engineering, that faced declining
demand continued to be funded on the old basis, whereas funding of new fields such as economics, social 
sciences, and humanities did not keep pace with rapidly increasing enrollments. 

To improve resource allocation in public higher education, Romania introduced a funding principle of “resources
follow the students”. The core recurrent funding of the basic teaching mission of the university is based on 
a formula that reflects the unit cost per student in various fields of study. The National Higher Education
Financing Council (NHEFC), established in 1995, conducted studies of unit costs to provide the empirical basis
for the funding formula. Thus, the budget allocation to individual universities depends on the demand for 
different fields of study as expressed by the preferences of students, the unit costs of education in that field 
of study, and the overall budget envelope. 

Beyond the core recurrent financing, the new system includes complementary financing allocated on a competi-
tive basis among universities for research and capital improvement proposals. Research projects go through a
peer-reviewed competition organized by the National University Research Council; capital improvement projects
go through a peer-reviewed process organized by the Capital Grants Committee of the NHEFC. Romanian univer-
sities have also been granted more financial as well as academic autonomy, along with accountability guidelines
for how funds are to be used. Within broad accounting categories (block grant funding), universities are not as
constrained as in the past by the detailed line item accounting of the centrally controlled system (Dinca 1998)

Box 3.4

DEMAND-SIDE EDUCATION FINANCE IN HUNGARY

Hungary’s central budget provides local governments and operators of nongovernment schools with education
grants based mainly on the number of students. In practice, local governments spend about twice as much on
education as is provided by the state education grants. The rest comes from state grants for other purposes,
local taxes, the share of general income taxes transferred to local governments, and other local revenues. Some
30 percent of the yearly budget of local governments is devoted to education.

Registered operators of nongovernment schools are automatically given the same normative state grants from
the central budget as local governments. In addition, operators of church schools receive the amount that the
local governments spent on their schools above the normative state grant in the previous year. 

Besides the normative support, an obligatory 7 percent of all public education expenditure goes for on the
development of public education programs and technology, the development of teachers’ in-service training,
and other activities defined by law.



THE WORLD BANK 57

EUROPE AND CENTRAL ASIAN REGION

of the education unions. Others may wish to
weaken local governments by eroding one of their
most important programs.

Governments can realize some of the equity bene-
fit of subsidizing nongovernment schools without
sacrificing all of the public financial benefit from
having a share of students in nongovernment
schools. Nongovernment school vouchers for 
students from poor families, with the subsidy 
element a function of income, achieve these joint
objectives. For example, there could be a 50 per-
cent subsidy for the general student body, with
students from poor families being subsidized at
75 or 100 percent, depending on income.

Whether or not nongovernment schools receive
public funding, central authorities have an oblig-
ation to regulate them to protect the national
interest in educational quality and social cohesion.
As discussed in chapters 1 and 5, this regulation
can take the form of accreditation, licensing,
learning standards, learning assessments of 
students, and a core national curriculum.

How much school choice should be permitted?
In theory, school choice should provide students
with the opportunity to “vote with their feet” 
by leaving weak schools and enrolling in strong
ones, and more school choice is generally desirable.
However, the importance of school choice should
not be exaggerated. The average share of the
population that lives in rural areas in ECA is 41
percent. For rural students, school choice has no
practical significance because there is usually
only one school within manageable range. School
choice has the greatest value to students who
live in urban areas with multiple schools that are
geographically accessible. Even so, its value to
consumers is restricted. As chapter 5 points out,
where population density or availability of trans-
port allows students to attend any of several
schools, it is not the students who choose the
best schools; it is the best schools that choose

the students. This generates a vicious circle: 
the best schools attract the best students, who
achieve the best test scores, which results in the
best school ratings, which attract the best stu-
dents. Even in urban areas, for all but superior
students school choice may have little significance.

What are the advantages and disadvantages of
paper vouchers? De facto, in a school system
where money follows students, there is a choice
of whether to use a voucher system. The advan-
tages of moving beyond capitation financing 
to physical paper vouchers seem political. The
disadvantages seem financial.

• Paper vouchers that may be “spent” at either
public or private schools are a way of pushing
public spending for private and parochial schools
up to 100 percent.

• Paper vouchers in the hands of individual
students remove discretion from local govern-
ments about how much to spend on education
and on individual schools.

• Paper vouchers add to administrative costs
and lessen the amounts available for true educa-
tional purposes.

Because of the costs of administration, ECA 
countries would be well advised to pursue the
voucher principle (school choice combined with
“money follows student”) without using paper
vouchers. This option does not require a compli-
cated, computerized “virtual voucher” system. 
The voucher principle is preserved through a tech-
nique as simple as basing each year’s budget on
the previous year’s enrollment. The public debate
about paper vouchers should include an honest
disclosure of the costs of administration, so that
if the public does choose paper vouchers, it is an
informed choice.
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Allocation of resources: Reconfigure
the product line and optimize the
input mix

Given available funding, how should it be used?
Four kinds of choices must be made: who should
be the beneficiaries; what should be the product
mix; what should be the input mix; and how can
efficiency of input use be ensured?. Choices
should optimize the sector’s fiscal sustainability,
quality, and fairness.

This chapter focuses primarily, but not exclusively,
on the second and third of these four choices:
the levels and types of education produced and
the inputs used to produce themæin other words,
reconfiguring the product line and optimizing the
input mix. Chapters 2 and 4, respectively, focus
on equitable educational opportunities among
beneficiaries and on efficiency. 

Reconfigure the product line. In many cases the
costs of providing the educational services for
which spending units are responsible exceed their
resource envelopes. In these cases countries or
localities must redefine the scope of public edu-
cational services. Many have been implicitly
redefining them by closing schools or converting
to fee-based provision. However, these ad hoc
adjustments are usually being made in ways that
damage the nation’s human capital stock or sub-
groups of citizens, such as the poor. Resizing the
public responsibility has rarely been explicitly,
transparently, or strategically conducted. 

Each country has to decide for itself what levels
and types of education it most wants to protect
and for whom. Decisions about reconfiguring 
public responsibilities for education inevitably
involve decisions about the distribution of 
educational opportunities among groups. The
implications of these choices for fairly distributed
opportunities have to be confronted along with
decisions about the scope of publicly financed
services.

BASIC EDUCATION. International experience 
provides some guidelines for setting priorities.
Most international education experts agree that
universal compulsory basic education (grades 1
through 8 or 9) should have first claim on public
education resources, simply because a sound 
education in these grades lays the base for subse-
quent learning. Publicly supported mandatory
education is a fiscally achievable standard in all
ECA countries. Increasing the efficiency of the
input mix (see chapter 4) may secure adequate
financing for basic education, even in fiscally
stressed countries. However, in countries experi-
encing extreme fiscal pressures, meeting this
standard may require additional actions in the
form of two types of reallocation. One is realloca-
tion to education from defense, money-losing
state owned enterprises, and other state-financed
activities. The other is reallocation within educa-
tion—for example, from higher education to 
basic education. 

When financing for basic education has been
secured, governments can expand public services
in other directions.

PRESCHOOLS. Accumulating neurological evidence
shows that children are primed to learn during
the first years of life (e.g., Shore 1997). It is
clear that children who receive developmentally
appropriate stimulation before they are six years
old can be educated at lower cost and to higher
levels than children who do not. The issue for
education systems is whether preschools are a
cost-effective way to provide that stimulation.

Restoring the former childcare system probably
would not be as cost-effective in improving edu-
cational outcomes as devoting the same resources
to basic education instead. In pretransition days,
enterprises provided preschool services to their
employees, but the main purpose was childcare
that could free parents to work, rather than the
cognitive development of the children. Following
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the collapse of communism, enterprises began
facing hard budget constraints that compelled
them to cut spending that did not contribute
directly to profitability. Preschools were early
casualties. In most cases attempts have been
made to transfer the financial responsibility for
preschools from enterprises to municipalities.
However, municipalities have often lacked the
means to finance preschools, and they have had
either to close them or to introduce user charges
to finance them. As a result, only children from
families that can afford to pay are able to attend
preschool in most ECA countries. It is important
to bear in mind, though, that what has been lost
to lower-income families is childcare, not a calcu-
lated learning experience.

If it could be demonstrated that a high quality
preschool experience can make a lasting difference
in a child’s educational attainment, an evidence-
based case for state support for quality preschools,
with a priority similar to that for basic education,
could be made. So far, though, the evidence is
ambiguous. What little evidence there is suggests
that quality preschools do give children an advan-
tage in the early years of basic education but
that this advantage tapers off after several years.

Until better evidence is available, it is not possi-
ble to conclude that preschools for the general
population should be given higher priority than
basic education. In the short term the emphasis
should be on increasing access to preschool for
poor families by means of demand-side financing
techniques such as capitation financing, supple-
mented as necessary by local funding.

The impact of preschool and other early childhood
developmental experiences on life-long learning is
an important area for further research. 

VOCATIONAL EDUCATION. Specialized secondary
vocational education is costly in fiscal and human
capital terms. In most ECA countries students
choose between academic and vocational educa-

tion streams early—typically, after eighth grade.
The percentage enrolled in vocational/technical
upper secondary education varied in 1997 from 
16 percent in Albania to 85 percent in the Czech
Republic. Although, as figure 2.4 shows, the
vocational/technical share of upper secondary
enrollments has declined since the transition, in
most ECA countries more than half of the students
are enrolled in vocational/technical, not general,
upper secondary education. (See annex table A10.) 

This has two consequences. First, early specializa-
tion, especially in narrowly defined vocational
tracks, is inconsistent with survival in the dynamic
market economies of the future (see chapter 1).
These markets are characterized by uncertainty
and rapid technological and product change that
require workers able to learn and adapt. Workers
need a command of the foundation skills—good
literacy and quantitative skills that can be flexibly
deployed—and the higher order cognitive and
metacognitive skills. They do not need to acquire
in public schools detailed vocational skills that
are rapidly rendered obsolete by the rapid change
characteristic of modern workplaces. 

Second, specialized secondary vocational educa-
tion tends to cost two to four times as much per
student as general education. However, as noted
in chapter 1, broad based vocational/technical
training that strengthens foundation and higher
order skills in the context of real things that real
people do in the real world can replace expensive,
specialized secondary vocational training. This
strategy of integrating secondary academic and
vocational training results in about the same unit
costs for academic and vocational training. For
countries that have not yet reformed their upper
secondary vocational/technical systems, replacing
specialized with broad based vocational/technical
training will, in the long run, yield savings that
can be used to finance increased upper secondary
enrollments in countries where enrollment growth
outstrips demographic decline.
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HIGHER EDUCATION. ECA countries are trying 
to expand university enrollments rapidly, a goal
consistent with the human capital demands of 
the market economies that are emerging in the
region. However, if governments are successful 
in rapidly expanding enrollments, and if public
spending per student remains constant, higher
education will absorb an increasing share of
public spending on education, endangering public
spending on other levels of education that should
have higher priority.

Instead of allowing public higher education
spending to crowd out other levels, ECA countries
can bring down the cost per student and increase
the portion of the cost that is borne by the 
student. Bringing down the cost per student is a
matter of efficiency, as discussed in chapter 4.
Increasing the cost share borne by the student is
discussed in the earlier section on diversifying
the sources of education finance.

The challenge is to expand the quality and quan-
tity of this part of the education “product line”
without allowing higher education to crowd out
other public spending on education.

Optimize the input mix. Coping with tightly con-
strained resources requires that education managers
consider very carefully the input mix and the
quality of inputs that go into the education 
production function. In a number of countries
essential educational inputs such as textbooks,
school maintenance, teachers’ in-service training,
and supplies and teaching aids are being squeezed
between the education budget and utility costs.
As price-sensitive labor markets develop, these
nonteaching inputs will be squeezed out by  an
increasing wage bill for teaching forces that are
often inefficiently used. 

REALLOCATE RESOURCES FROM ENERGY TO
OTHER EDUCATIONAL INPUTS. Especially in colder
countries, the prime target for freeing up savings
is energy. Now priced at market levels, it is 
consuming between 30 and 50 percent of total
education expenditures, as opposed to less than 5
percent prior to the transition. Freeing up funding
for other uses by conserving energy will take 
sustained cooperation among sectors of govern-
ment—and will take time. As chapter 4 points
out, energy-conserving school designs can gradu-
ally reduce energy use as new schools replace old
ones. However, this process will take years.
Insulating school walls, double-glazing windows,
and installing meters so schools are billed only
for energy used will reduce the energy bill some-
what faster.

RATIONALIZE THE TEACHING WAGE BILL. The
generally low wage levels for teachers in the
region do not currently make the teacher wage
level a prime target for freeing up savings.
However, as price-sensitive markets for labor
emerge, the region’s generally inefficient use of
teachers will become very costly.28 In the shorter
run, if governments use teachers more efficiently,
thus reducing their numbers, they can increase
teacher wages. Obviously, the net effect on the
budget of paying more to fewer teachers depends
on the size of the wage increases and labor force
reductions. However, calculations show that 
reasonable labor force reductions and increases in
wages should result in a lower wage bill, leaving
some room for increasing spending on nonteaching
educational inputs. 

As noted in the Introduction, school age cohorts
are declining in size, but there is nothing auto-
matic about realizing the potential savings from
this demographic decline. If governments do not
downsize the teaching force in accord with small-
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28 Not all countries use teachers inefficiently. For example, in Albania in 1998 wage expenditures constituted 83 percent of the
total recurrent budget, 8 percentage points more than the average for OECD countries. This left 17 percent of the recurrent
budget to cover all other costs of running the system, such as utilities, textbooks, teaching materials, school maintenance,
scholarships, welfare services, and in-service teacher training. The high percentage going to staff salaries in Albania may
seem to reflect an inefficient use of teachers but in fact signals a highly constrained recurrent cost budget (2.8 percent of
GDP). Relatively high student/teacher ratios and a very low percentage of nonteaching staff place the total staff in the sys-
tem, as a percentage of the total employed population, well below the OECD average. 
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er school age cohorts, teachers will be even less
efficiently used. If governments act to capture
this “demographic dividend”, they can use the
savings to increase teacher wage rates and pay
for nonteaching educational inputs. 

As with energy conservation, rigidities in the 
system make it difficult to adjust the educational
input mix by decreasing the number of teachers.
In some schools, for example, classes may already
be as large as the size of the classrooms permits,
so the only way to increase class size would be to
undertake major reconstruction projects. Some
schools may have only one teacher for a particular
subject such as biology or a foreign language, in
which case it is difficult to adjust downward
when the number of students declines.

Yet there are many cases in which some adjust-
ment is, in fact, possible. If classrooms are not
filled to capacity, it may be possible to combine
them. For example, four classes of 15 students
could be combined into three classes of 20 stu-
dents. It may be possible for teachers in special
subjects to divide their time between schools. 
For example, a language teacher might spend
mornings at one school and afternoons at another.
In very small schools it may be desirable to com-
bine grades, so that one teacher in effect covers
two or more grades. In some cases it may be 
possible to consolidate schools. These are all 
difficult solutions, but without such solutions, it
is impossible to see how teachers can be given
pay raises and the tools to do their jobs.

ALLOCATE RESOURCES TO INFRASTRUCTURE,
ESPECIALLY IN THE FSU. The underfunding—
often nonfunding—of school maintenance has
created an education infrastructure crisis in ECA,
especially in the former republics of the Soviet
Union.29 Schools are deteriorating. A major school
construction drive started in these countries 
in the early 1960s and lasted about 20 years.
Schools were constructed quickly in order to meet

quantitative targets (number of classrooms,
square meters of schools) without regard for qual-
ity or durability. Fifteen to 25 years later, this
initially shoddy construction has combined with
many years of deferred maintenance to result in
an infrastructure with rotting window and door
frames, deteriorating roofs, and inadequate insu-
lation. Some of these schools are in such poor
structural condition that they present a physical
danger to the children and teachers who use them. 

It is impossible to estimate the total value of the
repairs required in the region, although estimates
for Albania ($270 million) and Latvia ($850 mil-
lion) suggest the magnitude of the problem. Data
from these and a few other countries suggest that
correcting the infrastructure problems resulting
from deferred maintenance would absorb at least
double or triple the annual education budget.

Continuing to neglect school maintenance
amounts to borrowing from the future at exorbi-
tant interest rates because it will cost much more
to rehabilitate schools in the future than it would
to repair them in the present. Paying down the
rehabilitation bill can be financed with a special
bond issue or by borrowing from an international
lender such as the World Bank in the context of a
broader reform program. Although governments
may be reluctant to borrow for this purpose, the
reality is that a liability already exists. Every day
that a roof leaks results in additional interest
charges in the form of rotting timbers and other
water damage. Unarrested deterioration is as
much a deduction from the national wealth as
interest payments—in fact, a greater deduction 
in cases where the implicit interest rate on the
deferred maintenance is higher than the real cost
of explicit borrowing. 

Almost all countries need a strategy for financing
deferred maintenance and routinizing capital 
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29 Education infrastructure in the Czech Republic, Hungary, and the Slovak Republic does not follow the Soviet pattern. School
buildings, although old, are usually solidly built. In fact, they are almost too solidly built in that it is almost impossible to
reconfigure themæfor example, to change classroom size.
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investments. Such a strategy might contain this
sequence of actions:

1. Define needs by measuring the physical 
condition of education buildings and the
ways in which they are used. 

2. Give first priority to closing or rehabilitating
schools that pose safety hazards for children
and second priority to buildings that,
because of deferred maintenance, are rapidly
deteriorating.

3. Develop the basis for making capital invest-
ments and maintenance a routine part of
education finance.

First, define the infrastructure problem. Measuring
it is the first step toward managing it. ECA coun-
tries with centralized education systems should
consider an architectural inventory of education
buildings, preferably in the context of creating a
school mapping database. A school mapping data-
base with architectural data on the physical 
status of each school and of the ways in which
the building is being used lets policymakers judge
the wisdom of using funds to repair a school.
Census data in the database may indicate that it
is wiser to close a school than to repair it, or, in
anticipation of closure in a few years, to invest
only in safety repairs, not in fundamental rehabil-
itation. Latvia and Romania have undertaken
architectural surveys of schools, and Albania, in
the context of developing a school mapping data-
base, is starting to add engineering information
on schools to its database.30

The architectural inventory approach can be criti-
cized because it centralizes control and because
it requires examination of all school buildings
when only a small fraction can actually be
repaired. An alternative is to provide procedures
and standards for localities to use in defining
their own problems and to invite proposals that
would be funded on a competitive basis. Localities
with serious problems could commission an analy-

sis of one or all of their schools, but localities
with schools in minimally acceptable condition
would not need to undertake this expense. 

Second, whatever approach is used to define
needs, the problem of setting rehabilitation prior-
ities remains. Ordinarily, first priority should go to
safety and second priority to stopping rapid dete-
rioration. (See box 3.5.) The fiscal responsibility
for repairs may rest with levels of government that
lack the financial resources to pay for them. In
this case central governments should consider
establishing a national school repair fund to which
local school authorities can apply for emergency
assistance. In the absence of a tax increase, such
a fund will have to be financed through reductions
in spending on other inputs or through borrowing. 

Third, plan ahead. It is important to reach a
steady state where expenditures for education
buildings, maintenance, and equipment are 
routinely integrated into decisions about educa-
tion finance. The decision framework for capital 
financing should:

• Make explicit the tradeoffs among all educa-
tional inputs—for example, if a new building
is to be constructed, what other inputs must
be reduced?

• Clarify the recurrent cost implications of 
capital investments in a budget framework
that links the two.

• Make explicit the tradeoffs across time—for
example, what cannot be afforded later if a
new building is constructed now? Expenditure
choices should neither starve the present nor
beggar the future. 

At local levels, capital expenditures are “lumpy”
over time. A smooth flow of resources for capital
expenditures can be created by setting up a 
centrally funded capital allowance based mainly
on the numbers of students. This smooth flow can
be transformed into lumpy expenditures through
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30 The Romanian survey covers structural soundness, student capacity, and total size, but it is not a true architectural survey
because it does not cover current use.
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borrowing. If private capital markets are not well
developed, as is the case in most of the region, 
a revolving fund that extends loans for education
infrastructure is a mechanism for converting a
smooth revenue stream into the lumps required
for capital outlays. The revenue stream is pledged
against future repayment of loans from the revolving
fund. If private capital markets are well devel-
oped, it is possible to hypothecate the revenue
stream as collateral for a commercial bank loan. 

Many design questions would have to be answered
for a “steady-state” system to work in practical
terms. First, would an adjustment be required to
reflect different initial endowments of education
infrastructure among schools and localities? One
way to do this would be to base an interest-free
grace period and maturity structure on the initial
capital stock as revealed by an architectural
inventory of education buildings. Second, should
the interest rate on loans from the revolving fund
be below market interest rates in order to offset
an inherent bias toward overspending on salaries
and underspending on other essential education
inputs? Third, should a capital budget be 
earmarked exclusively for school buildings, main-
tenance, and equipment? This strategy offsets 
the political pressure that teachers might other-
wise bring to bear on local authorities to use 
the capital component for teacher salaries, but 

it conflicts with any effort to decentralize 
allocation decisions.

An alternative system that provides most of the
same incentives is one in which private owners
such as banks, insurance companies, and pension
funds lease or rent buildings to the government
(and the private sector) for educational purposes.
In this case lease payments or rents become just
another recurrent cost. 
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Box 3.5

SCHOOL SAFETY CONCERNS IN ALBANIA

The physical state of schools in Albania is among the worst in the region. Poor initial construction, lack of
proper maintenance even before the transition, and two episodes of popular unrest in the 1990s, when schools
and other public buildings were looted and vandalized, have left a physical stock that violates minimum safety
and health standards and the minimum conditions for teaching and learning. Many schools lack heat, have no
glass in the windows, and are open to the elements. When schools have been rehabilitated, it has sometimes
been found that only the roof was holding up the walls or that the walls were so badly rotted that the whole
school had to be pulled down, to be replaced by a new one.
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CHAPTER FOUR

SPEND RESOURCES MORE EFFICIENTLY

Summary

In general, ECA education systems consume more
resources than are required to reach their goals.
Depending on the country, the education sector may
consume at least double the resources employed per
basic and secondary student in the West. 

Much of today’s inefficiency is a legacy of pretran-
sition economies, when planners, not market
forces, determined wages, subsidies, and prices.
These inherited inefficiencies interact with new
realities. The sector has to pay much higher prices
for some inputs, especially energy, and it has less
public financing available for the sector.
Demographic trends will exacerbate today’s ineffi-
ciencies because ECA education systems are sized
for larger student cohorts than will be going
through them in the near and medium term. The
sector has responded with measures that can seri-
ously affect learning outcomes. Teachers’ wages
have been deferred or allowed to fall, textbooks
and school maintenance are underfinanced, and
costs are shifted informally to parents. 

ECA governments must develop interpretable mea-
sures of outcomes, such as student learning, to
monitor the efficiency of their education systems.
Meanwhile, governments can improve efficiencies
by targeting action in four resource areas: facilities
can be consolidated and rationalized; a large, low-
wage teaching force can be replaced with fewer,
better qualified, higher paid teachers; energy 
conserving measures can be introduced; and goods
and nonteaching services can be contracted out on
a competitive basis. Governments should also re-
examine four policies for their efficiency implica-
tions: curriculum, minority language instruction,
early specialization, and education of special 
needs children.

Since it usually costs money to save money, gov-
ernments must analyze the tradeoffs between the
initial costs of securing savings and the expected
savings. They will have to develop sophisticated
political strategies that will ensure affected stake-
holders accept specific efficiency reforms.

Even countries in the region with expanding
economies have to manage scarce public
resources efficiently. Efficiency in the education
sector is defined as getting better student out-
comes (such as more learning) for the same
resources, the same outcomes with fewer
resources, or better outcomes with a different
input mix that costs less or the same.

Why This Development Goal?

In general, ECA education systems use more
resources than they need to achieve their 
objectives. Countries of the FSU, such as Latvia,
Moldova, Russia, and Ukraine, have particularly
egregious efficiency problems.

These inefficiencies stem from the incentives 
of the pretransition period, when planners, not
market forces, determined wages, subsidies, and
prices. There were no mechanisms for determining
the total costs of anything and therefore no
incentives to contain costs. Budgeting norms for
different levels of education, in many instances
adopted in the 1930s, were never tested for cost-
effectiveness.

Space norms resulted in wasted space—for 
example, large lobbies and highly specialized 
laboratories and workshops that were, and
remain, underutilized. 

Staffing norms encouraged inefficiencies. For
example, resources were allocated by classroom.
Each “class” got a teacher and teaching aides.
These budgeting rules encouraged schools to min-
imize class size in order to maximize the number
of teachers and teaching aides. The regional 
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tradition of using, after grade 4, subject-specific
teachers who had not been cross-trained in 
cognate, or “adjacent”, fields interacted with
smaller schools to create diseconomies of scale.
Most teachers were certified to teach a single,
narrowly defined subject. For example, a physics
teacher would not have been cross-trained to
teach chemistry. As a result, except in the largest
schools, teachers might not teach more than two
or three hours per day. 

Methods of capital budgeting did not allow, let
alone force, tradeoffs between investment and
operational costs. The results were designs that
minimized construction costs by increasing 
operating costs, especially for heating, lighting,
and routine maintenance. Chapter 3 pointed out
that the majority of school buildings now in 
operation throughout the region were constructed
between 1960 and 1980 to energy-inefficient
building standards, using prefabricated concrete
panels, single-pane windows, and poorly sealed
windows and doors. 

Where does this history leave 
ECA today?

Depending on the country, ECA education systems
may consume at least double the resources
employed per basic and secondary student in the
West. Schools that were not built to conserve
energy consume, on average, between two and
three times as much energy as modern school
buildings in OECD countries. For example, the
average Danish school consumes about 100 kilo-
watt-hours per square meter per year, in contrast
to Latvia’s typical 285 kilowatt-hours per square
meter per year. Space per student is one-third to
two times higher than in the West. For example,
in Georgia average total space per pupil is 9
square meters, as opposed to an average of 6
square meters for a number of OECD countries.

The numbers of teachers are two to three times as
great, as a result of small class sizes, light teach-
ing loads, and the practice of having teachers
trained to instruct in only a single subject after
the primary grades. For example, in Georgia for
grades 1 to 11 the average student/teacher ratio
is about 10:1 for the country as a whole and only
3:1 for small secondary schools (Perkins 1998). 
In Russia federal regulations limit class sizes to
no more than 25 students, but it is not uncommon
for rural classes to have only 3 to 5 students.
Teachers in Russia are contracted for 18 instruc-
tional hours per week. Their annual load of 666
instructional hours is light compared with that of
teachers in OECD countries; for example, in the
Netherlands the load is 1,000 hours per year, and
in France it is 923 hours (World Bank 1999h;
OECD, Education at a Glance, various years). Data
from Ukraine show the effects of single-subject
teaching in grades 5–11. In 1993 the
student/teacher ratio in the primary grades (1–4)
was 20:1, but grades 5–11, which used special-
ized teaching, had an average ratio of 11:1. 

Although data on nonteaching staff are not gen-
erally available, those data that do exist hint at
further inefficiencies in the FSU countries.31 For
example, in 1993 Ukraine had a ratio of 1.37 non-
teaching staff to every teacher at the preschool
level and a ratio of 0.71 for grades 1–11. In 1999
Moldova had a ratio for all levels of education of
1.35 nonteaching staff to one teacher, in contrast
to the 1992 average ratio for OECD countries of
0.58 nonteaching staff for every teacher at all
levels (OECD, Education at a Glance, various
years). A quarter of Moldova’s nonteaching staff
was at the preschool level, in a ratio of 3.6 chil-
dren to one nonteaching staff. For grades 1–12
the ratio dropped to 0.83 nonteaching staff to
one teacher.32
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31 In contrast to the FSU countries, the Czech Republic and Hungary in 1992 had lower ratios of nonteaching staff to teaching
staff than the average for the OECD countries (OECD various years). Although much depends on how nonteaching staff are
used, lower ratios are generally preferable because they imply that the sector is reserving higher proportions of its positions
for the core function of teaching.

32 Personal communication, Claude Tibi, 2000.
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Inefficiencies permeate all 
levels of the system 

All levels of education are inefficient, but in dif-
ferent ways. Student/teacher ratios in secondary
vocational programs are reasonable, particularly
given the safety issues inherent in vocational
training and the fact that the staffing numbers
include technical support staff who set up and
maintain equipment. For example, in Hungary in
the early 1990s the ratio was 17:1 for secondary
vocational programs. 

However, unless reformed, secondary vocational
programs have inefficiencies. They were often 
set up to handle both training and production.
Production requires the expensive equipment used
in long production runs and facilities larger than
needed for training alone. Programs may rigidly
differentiate theory instructors, who must have
university teacher training and sometimes teach
very few hours, from practical instructors, who are
technicians and work much longer hours. Common

practice in the West is to use one instructor who
can integrate theory and practice, thus improving
the elasticity of staffing assignments. 

Unreformed programs tend to have several hun-
dred specialties with associated equipment and
staffing demands. Common practice in the OECD
countries and in countries such as Hungary and
Romania that have been reforming their secondary
vocational systems is to make instruction more
general by reducing programs to a much smaller
number of broad curricular areas and by shifting
more specialized training to postsecondary pro-
grams. These broad based programs require much
less capital investment.

Postsecondary vocational training that has not
been modernized has different inefficiencies. In
the pretransition period enterprises and secondary
schools provided this training. As state enterprises
close or become privatized, the former system is
disintegrating. Secondary schools have governance,
administrative, and delivery arrangements that
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Figure 4.1   Total Fertility Rates Have Declined, 1989–97

Note: The total fertility rate is the sum of age-specific birthrates over all ages of the child-bearing period. It represents the theoretical number
of births to a woman during the child-bearing years, using the given year’s birthrate as a constant. 

Source: Authors’ compilation based on averages in annex table A3.
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Box 4.1

INEFFICIENCIES IN HIGHER EDUCATION: HUNGARY

The root causes of the inefficiencies in Hungarian higher education were complex. The system of higher educa-
tion had been seriously fragmented after the communist takeover in 1947. By the beginning of the 1990s, 90
higher education institutions had been established. Only three enrolled more than 2,500 students; half enrolled
fewer than 500. The creation of a large number of very small institutions resulted in diseconomies of scale in
institutional administration and the provision of student services. It also forced expensive duplication of courses
in the basic disciplines, particularly mathematics, foreign languages, and the basic sciences. Higher education
had also shifted its emphasis from instruction in the humanities, law, and theology to the laboratory and
applied sciences. This shift increased demand for laboratories, workshop space, and small group instruction, all
of which drove costs up sharply 

The high cost of higher education in the mid-1990s was also attributable to practices of elitist education that
had been adopted much earlier. Teaching relied heavily on tutorials and seminars rather than lectures. The high
cost of college and university instruction stemmed primarily from the employment of exceptionally large numbers
of teachers. In 1994 the systemwide average ratio of students to instructional staff in Hungary was 6.9, in
contrast to between 12.9 and 29.3 in the OECD countries. The excessive use of staff was traceable to light
teaching loads, small classes, and high requirements for in-class instruction. The average professor taught only
6.9 hours a week, while an OECD counterpart taught between 8 and 12 hours. Hungarian students spent an
average of about 27 hours a week in class; their counterparts in the West spent only 12 to 16 hours. The
intensity of direct instruction in Hungary was balanced by relatively light expectations for independent study
and library work. The typical Hungarian student spent less than a quarter of the time working independently 
as did his or her Western counterpart. The result was that the average cost per year of higher education was
$5,189 per student—about 1.4 times per capita GDP. By contrast, in Western Europe a year of higher education
cost 0.3 to 0.6 times per capita GDP.

reflect public school norms for teacher salaries,
time and method of delivery of instruction, and
type of pedagogy. These practices are often inap-
propriate for adult students in that they fail to
take account of the individual’s prior training and
work experience. The public school regulatory
environment limits the flexibility and responsive-
ness of these schools. The schools are not 
organized to customize training for employers on
short notice, and, even if they were, they cannot
levy full cost recovery because they may have 
no legal way to amortize equipment costs. When
they are contracted to train the unemployed, 
payments are sometimes based on the numbers
contracted, not on the final numbers trained. This
arrangement means that these programs do not

have incentives to increase the completion rates
of their students by offering occupational coun-
seling, using modular curricula that take account
of prior experience or using open entry and exit
programming. (See box 4.1 for an examples of
inefficiencies in higher education in Hungary.)

Demographic trends will increase
today’s inefficiencies

As figure 4.1 shows, total fertility rates for all
ECA countries declined between 1989 and 1997,
although fertility rates for Albania, the Central
Asian republics, and Turkey still exceed the
replacement rate of 2.1 children. In most other
ECA countries, fertility rates have dropped to well
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below replacement. As annex table A4 shows, 
the size of the region’s preschool age group (ages
3–6) is projected to decline by about a seventh
between 1995 and 2020. The age group in basic
education (ages 7–14) is expected to decline by
25 percent in this period.

Thus, at least in the short to medium-term, ECA
education systems are sized for more children
than will be going through them. These demo-
graphics may reflect only transient factors that
could be reversed, such as transition-related
declines in GDP. The current declines may also
reflect changes in the timing of births, resulting
in a delayed, not a permanent, decline in births.
For example, an approximately 40 percent decline
in the fertility rate of Latvian women aged 20–25
accounts for that country’s overall decline in
birthrates, but these women, like women in the
West, may simply be deferring child-bearing until
their 30s. 

The sector has not adjusted to 
new economic realities by reducing
inefficiencies

Chapter 3 pointed out that today’s education 
sector has to pay much higher prices for some
inputs, especially energy; it has less public
financing; and its input levels are still generally
excessive. Utilities are now being priced at market
levels, and the share of the education budget
being devoted to energy inputs has risen from
less than 5 percent at the beginning of the 1990s
to 25, 35, or 40 percent of the total education
budget, depending on the severity of the climate.

One might expect the pressure of utility costs on
education budgets to be accommodated by an
increase in student/teacher ratios. In fact, these
ratios have declined over the decade in most ECA
countries. In 1989 the average ratio was 16.2:1;
by 1997, it was 14.4:1. (See annex table A16.)
The dynamics underlying these declines differ, but

the bottom line is the same: more teachers in
proportion to students. In some cases the number
of students has declined but the number of 
teachers has increased—for example, in the Czech
Republic, Poland, Romania, and the Slovak
Republic. In other cases the numbers of both 
students and teachers have declined, but student
numbers have declined disproportionately to
teacher numbers—for example, in Bulgaria and 
FR Yugoslavia. In still other cases the numbers of
both students and teachers have increased, but
the number of teachers has increased dispropor-
tionately—for example, in Armenia, Belarus, 
and Russia. 

Russia is one of the three ECA countries that uses
true decentralized financing in education. One
might expect this practice to stimulate efforts to
increase efficiency. As box 4.2 shows, in some
cases it has. However, fiscal decentralization in
the region often does not allow true budgetary
autonomy at local levels. Too frequently, local
authorities still have to use the old central norms
in constructing their budgets. Thus, they cannot
even change the input mix to take advantage of
local conditions and changed relative prices
(Klugman 1997a, p. 37).

The sector is adjusting to new 
economic realities in ways that will
ultimately damage educational 
quality and fairness

Educators’ wages have been allowed to fall. The
sector has generally adjusted to budget constraints
in two ways. One is to allow the real wages of
staff in the sector to decline (see annex table
A17). In Armenia teacher salaries in 1990 were
65 percent of the average wage in the country; 
by 1997, they had dropped to 44 percent of the
average wage. In the Kyrgyz Republic teachers
were paid 75 percent of the average wage for the
country in 1990, but by 1997 their wages had
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dropped to 61 percent of the average. Wages for
teachers in Tajikistan dropped from 88 percent of
the average wage in 1990 to 49 percent in 1996.
Analyses of labor markets and poverty in Bulgaria
found that being in a social service job, including
education, rather than in a manufacturing job
doubled the risk of low wages (Rutkowski 1995).
Lengthy delays in the payment of salaries, coupled
with very high rates of inflation, have further
eroded the value of salaries and wages. 

When unemployment levels decline and teachers’
wage expectations adjust to new market rates for
educated labor, the sector’s primary means of
absorbing the fiscal consequences of inefficiencies
will no longer be available. Governments also run
the risk of igniting processes of “adverse selection”
in which wages are too low to retain teachers of
quality, thus leaving the field to poor performers.
The analyses of the teaching force needed to
assess whether these processes have started in
the region have not been done but should be
done. International studies show that once these
processes start, they are very hard to reverse.
Since teachers tend to stay in the occupation
until retirement, low quality teachers also

adversely affect the learning achievements of sev-
eral generations of students. 

The sector is seriously underfinancing nonwage
inputs, with consequences for the maintenance of
infrastructure, the provision of textbooks, and 
private costs to parents. The second adjustment
by the sector is that it has scaled back budgets
to the vanishing point for inputs other than
labor. In some cases it is shifting the costs to
families. Several ECA countries have almost elimi-
nated budgets for building maintenance, textbooks,
other teaching materials, in-service training, or
heat. Either these inputs are not being provided,
or parents are paying the costs. 

Chapter 3 showed that by deferring maintenance,
the region is accumulating a very large bill for
rehabilitation. The estimated bills for Albania and
Latvia have already been cited. In Georgia more
than 75 percent of all school buildings are now in
urgent need of rehabilitation or reconstruction—
up from less than half in 1992. The costs of nec-
essary rehabilitation are now estimated at about
$250 million (Perkins 1998).33
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Box 4.2

RUSSIA’S SAMARA OBLAST REDUCES PER STUDENT COSTS

The senior education administration staff of Russia’s Samara oblast concluded that the root causes of unfavor-
able staffing ratios and high per student costs were (1) the formulas by which the oblast was allocating budget
to schools; (2) the fungibility of oblast subventions to raions (districts), which left raions free to divert to
other sectors allocations intended for education; and (3) the small size of many schools, especially those in
very rural and remote parts of the region. The traditional system of education finance was "supporting the
process but not the results" of education, the level of financing going to an individual school being more a
reflection of history than of rational choices based on evaluations of economic tradeoffs. The region decided to
experiment with a capitation system, where money follows students, the per student allocation being modified
by a small number of factors known to affect per student costs, such as rural location. Although raions and
school directors were given more flexibility in how they spent their subventions, these funds were earmarked
for education and could not be spent in other sectors. After careful costing, the region started a long-term
program of consolidating schools into clusters in order to benefit from the economies of scale of larger classes
(World Bank 1999h).

33 Analyses for other countries show that routine maintenance of schools is cost-effective over time. One study estimated that
routine maintenance saves 13 percent per school over a 21-year period.
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The textbook story is similarly troubling, especial-
ly for the FSU countries.

• Latvia’s budget for textbooks now covers the
costs of one-third of one textbook per student. 

• In Georgia parents are responsible for the full
costs of textbooks. As a result, 90 percent of the
required textbooks are available for children up to
grade 3, 50 percent are available for children up
to grade 8, and only 15 percent are available up
to grade 12. 

• In Azerbaijan the government pays for text-
books for grades 1 to 4, and parents pay for text-
books in the later grades. Only 30 to 35 percent
of the required textbooks end up being provided. 

• The Belarus government funds all textbooks,
but budget constraints result in only about half
of the required textbooks being provided. 

• The Moldovan government has started a text-
book rental scheme. However, the unwillingness of
the government to place rental fees in hard cur-
rency accounts that will protect them against
future devaluations of the local currency jeopar-
dizes future textbook provision. Poverty levels
preclude pricing textbooks at levels that will com-
pensate for the devalued local currency, and the
government cannot afford to cover the shortfall.

• In Russia the percentage of textbooks provided
by oblast budgets varies from 6 percent
(Chelyabinsk) to 65 percent (Irkutsk). 

• In Tajikistan the government pays for text-
books, but this financing arrangement results in
only 5 to 15 percent of the required textbooks
being provided. (Information provided by
International Book Development, Ltd., 1998).

Small or nil budgets for teaching materials and
in-service training of teachers have made it diffi-
cult to introduce new curricula and teaching
methodologies. These constraints have particularly

affected countries that are attempting to readopt
the national language of instruction and to rein-
troduce teaching of the history and culture of the
nation into the school curriculum.

Strategic Paths for Governments

Cross-national studies show that student learning
outcomes and per capita gross national product
(GNP) are not closely related. This implies that
governments at comparable income levels can and
do make policy choices that differ in their effects
on learning outcomes (Mingat and Tan 1998). In
making these choices, governments should con-
sider both sides of the equation (inputs relative
to outcomes), since the efficiency of an education
system is measured by resource use relative to
the outcomes achieved.

Focus on the relationships between 
the resources consumed and the 
outcomes secured

In general, the ECA region still focuses on inputs,
not on outcomes and not on the relationships
between inputs and outcomes. The region does
measure some outcomes, such as enrollment and
completion rates, but the bottom line of an edu-
cation system is what students know and know
how to do. Most ECA countries lack interpretable
measures of student learning. This means that
most ECA countries have no basis for monitoring
the system’s efficiency, as measured by resources
used relative to learning achieved. 

Even in the absence of measures of student learn-
ing, international experience shows that a number
of efficiencies can be achieved in ECA systems
without hurting (and in some cases probably
improving) learning outcomes. In their efforts to
increase educational efficiency, governments
should focus on four types of resources: facilities,
teachers, utilities, and goods and nonteaching
services. They should revisit four policies in terms
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of their broad effects on efficiency: curriculum,
minority language instruction, early specializa-
tion, and policies on special needs children. 

There are numerous opportunities for reducing
costs, and two points need to be kept in mind: 

• Except for energy use, the potential savings
from single interventions are generally modest.
Better efficiency is achieved by taking a
number of interrelated actions that cumulate
into substantial savings. These interventions
cannot be used to “buy” countries out of
macroeconomic crises, even though the edu-
cation sector consumes a significant share of
the public budget. 

• Many efficiency measures cost money before
they can save money. Some, such as adopting
energy-efficient standards for new construc-
tion, will save money only over many years.
Most will take time to implement. 

Given these realities, improving efficiency requires
good databases about inputs—for instance,
school mapping databases should be used to
make school closure decisions. Cost-effectiveness
or cost-benefit analyses are needed for all deci-
sions. These analyses may reveal unexpected 
cost-benefit (cost-effectiveness) tradeoffs. For
example, the numerous small rural schools typical
of many ECA countries are inefficient. However, in
view of the costs of the road infrastructure and
transport required to consolidate students in
fewer schools with better economies of scale, it
may be cheaper to maintain a large number of
small schools for the present. Over the longer run
economic considerations that affect individuals’
residential choices will solve the problem by
depopulating these small villages. 

Cost-benefit (cost-effectiveness) analyses must
reflect the fact that inputs into the delivery of
education can be “lumpy”. You cannot close 1.5
classrooms; you can only close 1 or 2 classrooms.

In other words, averages can be misleading. If
the average class size is 16, the apparent effi-
ciency solution may be to increase the average to
25 students. However, in reality the average class
size in urban areas may be 35 and in rural areas
10. The objective has been more than achieved in
urban areas and will fail to be achieved in rural
areas unless schools are consolidated. 

Focus on four resource targets

Facilities. Three strategies for managing the phys-
ical stock are proposed: 

• Consolidate existing schools. 
• Identify least-cost alternatives for managing

changes in the size and geographic distribu-
tion of the school age cohort.

• Improve the efficiency of building standards
for new schools. 

The first two strategies require the existence of
school mapping databases. These show the geo-
graphic distribution of schools in the country,
with each school described by its construction
type, the number and dimensions of classrooms
and other spaces, the number of students by
grade, the numbers and types of nonteaching
staff, the numbers and types of teachers, and so
on. They show distances between schools, the
state of roads, and census trends by age for each
catchment area.

The efficiency of the existing infrastructure can
be increased by closing small schools  and consol-
idating students in larger schools. For example, 
in Russia’s Novgorod oblast about 70 percent of
schools and 50 percent of teachers are located in
rural areas, whereas only 25 percent of students
live in rural areas (World Bank 1999h). Closures
save on utilities, maintenance, teachers, and non-
teaching staff, including administrators. Where
possible, managers should close the least energy-
efficient schools, those in the worst physical

EUROPE AND CENTRAL ASIAN REGION



72 THE WORLD BANK

state, and the smallest and therefore least efficient
schools. Decisions to operate minority language
schools, distances between population settlements,
the availability of public transport, the state of
the roads during winter, and options for disposing
of unneeded schools all affect opportunities to
use this strategy.

Efficiencies can also be increased by using each
building for a particular level of  education—
primary, middle secondary, or upper secondary.
Many schools now cover grades 1 to 11, but this
arrangement does not make the most efficient use
of specialized facilities, such as laboratories, or of
subject-specific teachers. Obviously, this strategy
is most feasible in large towns and cities with
multiple schools.

Maintaining the efficiency of the infrastructure
across changes in the size and geographic distrib-
ution of the school age cohort requires that ways
be found to resize infrastructure at minimal cost.
Right now, given declining birthrates, governments
need to assess the fiscal benefits of selling
schools relative to the costs of “mothballing”
them if they cannot be redeployed. If the number
of school age children increases, policymakers can
increase class sizes up to a point, introduce double
shifts, rent facilities, or, if the increase in students
is expected to be short-term, buy mobile class-
rooms that are inexpensive, can be constructed
on-site in a week, and last 5 to 10 years. All
these strategies are cheaper than investing in
new permanent infrastructure, although at some
point it becomes more efficient to build a 
new school.

Policymakers have to adjust not just to periodic
shifts in birthrates but also to varying degrees of
internal and external migration. For example, in
Albania birthrates are declining, citizens are emi-
grating legally and illegally to other countries at
unknown rates, and villagers are moving out of
the mountains into periurban areas. Population

shifts of this magnitude require frequent estimates
of the population by location and age structure
and projections of internal migration patterns if
governments are to keep the education infrastruc-
ture approximately aligned with population 
numbers and their geographic distribution.

In terms of future construction, the strategy is to
change space norms and construction standards
to conform to international standards for space
utilization, energy efficiency, and minimized
maintenance costs. Experiments and costing
under local conditions can clarify cost-benefit
(cost-effectiveness) tradeoffs for a given standard.
For example, the Moldovan ministry responsible
for school buildings found that double-glazing
the windows in a classroom increased room tem-
perature by 8 degrees Celsius, relative to the
same room with single-glazed windows.

Teachers. Inefficient student/teacher ratios do not
translate into large shares of the public education
budget because the job of a teacher has become
redefined as part-time with poor pay. These con-
ditions are not conducive to a professional ethos
or to attracting and retaining high quality teach-
ers.34 Governments need to consider gradually sub-
stituting a much smaller, better paid, full-time
teaching force for a larger, poorly paid, part-time
teaching force. This change may not save money,
but it should improve efficiency by improving stu-
dent outcomes via the higher quality of those
attracted into teaching. 

There are a number of strategies for reducing the
number of teachers:

• Use multigrade teaching in small schools.
• Postpone specialized curricula to postsec-

ondary education.
• Increase class sizes by consolidating schools

or classes.
• Increase teaching loads in exchange for 

better pay.
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34 To survive on low pay, teachers have incentives to take actions that can damage the integrity of the system. They are
encouraged to seek opportunities to give private lessons to augment income, even to the same students that they teach dur-
ing the publicly financed part of the day. They also tend to become dependent on "gifts" from parents and thus indebted to
the better-off families able to afford these gifts.
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• Cross-train teachers in related subjects.
• Use high quality distance learning to augment

or substitute for subject-specific teaching,
especially in rural areas.35

• Relate government subsidies of teacher train-
ing colleges to the projected supply of and
demand for teachers over a 10-year period.
This action ensures that money available for
preservice training buys what the nation
needs. By not subsidizing the training of
many more teachers than the system needs,
it also reduces political pressures on the 
government to hire excess supply.

Restructuring the teaching force as a smaller, full-
time, better paid force requires a sophisticated
political strategy, information, and analyses—for
example, on projections of expected retirements
from the teaching force, estimates of the costs of
layoff and early retirement packages, and models
that calculate the recurrent costs of a smaller,
better paid force.

Utilities. The earlier discussion about facilities
identified energy-efficient construction standards
and space norms as a way to conserve energy in
new construction. Several strategies can improve
energy use in existing buildings:

• Better insulation of schools (walls and roofs)
• Double-glazed windows 
• Properly sealed doors and windows 
• Meters (for billing individual schools for 

their energy use)
• Revised school year (school closed during 

the coldest months and open during the
warmer months)

• A reduced school week (from six to five
days), with total annual instructional hours
maintained either by increasing the number
of instructional hours per day or by extending
the school year into early summer

Again, decisions to retrofit a school need to be
based on cost-benefit (cost-effectiveness) analy-
ses that take into account the expected life of the
school and its current physical state. They need to
be closely coordinated with plans to close schools.

Construction, goods, and nonteaching services.
Construction includes new construction and major
repairs. Goods include textbooks, workbooks,
teacher guides, teaching aids such as maps and
laboratory equipment, vehicles, computers, and so
forth. Nonteaching services include maintenance
services for buildings and equipment, medical
staff, cooks, cleaners, teacher trainers, 
and guards.

The one efficiency rule for all these goods and
services is that the government should contract
them out on a truly competitive basis whenever
feasible. For example, urban preschools, instead
of having nurses and cooks on staff, can contract
for medical and food services. (Rural areas proba-
bly do not have the alternative sources of supply
required for competitive contracting.)
Privatization of the textbook industry should be
encouraged. However, if the domestic publishing
and printing industry is poorly developed, con-
tracting out may merely replace a public with a
private monopoly, producing few (if any) efficiency
savings. In that case a staged strategy, using
international competitive bidding, can be intro-
duced to stimulate the development of a truly
competitive domestic textbook industry. 

To secure efficiencies, the contracting process 
has to be transparent and competitive, and the
government has to monitor and enforce the con-
tracts. The intent to contract for  services must
be widely advertised; requests for proposals 
must specify exactly what the contractor will be
expected to provide and when and spell out the
penalties for late or poor performance; the evalu-
ation criteria for selecting the winner must be

EUROPE AND CENTRAL ASIAN REGION
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clearly specified in advance; and the evaluation
committee must not include individuals with a
vested interest in the outcome of the competition. 

Governments must monitor the performance of
the contractor. Terminating the contract is usually
not the optimal penalty for poor performance
because, unless the services or products being
purchased are not needed soon, the government
pays a price in lost time in service or product
provision. Better options may include reducing
payments to the contractor in proportion to the
lateness of the delivery of the service or product.
For example, if a publisher gets the textbooks to
the schools two months late, payments due the
contractor are cut by a percentage specified in
the contract. Another option for unsatisfactory
performance of a service, such as maintaining
school grounds, is to truncate the contract. For
example, a two-year contract might be reduced to
one year. In serious cases of poor performance
the contractor can be declared ineligible for con-
tract renewal or for bidding on other contracts
with the government.

Revisit four policies

Certain policies affect the efficiency of the system
fairly broadly, in that they increase the need for
facilities, staff, and textbooks. The educational
wisdom of some of these policies is not 
always clear. 

Curriculum. Compared with other regions, the 
curriculum at each grade in the ECA region tends
to include a large number of subjects, some
addressed for only one or two hours a week.
Chapter 1 points out that this policy fragments
the instructional focus of the classroom and

encourages a superficial acquisition of skills and
knowledge.36 Each of the many subjects also
requires a subject-specialized teacher and a text-
book. Governments should consider reducing the
number of subjects now covered in each grade,
thereby enhancing the depth of students’ learning
and saving on subject-specialized teachers 
and textbooks. 

Minority language instruction. Governments 
support minority language instruction for sound
policy reasons. One is to demonstrate respect for
ethnic differences as a way of keeping the social
peace; nothing is more damaging to a country’s
economic development, its education system, or
its people than ethnic warfare. Another reason 
is educational. Studies show that starting the
schooling of the child in his or her mother tongue
can enhance the child’s educational progress 

However, as noted in chapter 1, there are down-
sides to this policy. Unless the minority language
policy can be designed to move minority children
from their mother tongue to fluency in the
national language, minority language students
can face reduced labor market access and mobili-
ty. The policy can, although it does not have to,
maintain social division. 

This policy also broadly affects educational effi-
ciency. Depending on how the provision of minor-
ity language instruction is organized, it can
increase the number of less efficient, small
schools.37 It requires all textbooks to be published
in each of the minority languages, reducing the
length of print runs and raising unit costs.38 It
complicates the deployment of teachers because
the teacher’s and the school’s language of instruc-
tion have to be matched.
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36 Fragmented curricula seem to lower student performance. For example, the analyses of science and mathematics curricula for
over 40 countries suggested that one reason for the weak performance of American students in the Third International
Mathematics and Science Study was the curricula in these subjects, which were "a mile wide and an inch deep". American
eighth grade science curricula typically covered 50–60 topics, in contrast to Japanese and German science curricula for these
grades, which covered less than 10. 

37 Minority language instruction can be offered in more efficient ways. For example, Romania and Hungary try to integrate
minority language instruction into schools where the general curriculum is taught in the majority language. Only some sub-
jects are taught in the minority language, such as language classes in the minority language students’ classes.

38 For example, the Romanian Ministry of National Education funds some textbooks in all minority languages, for a total of 11
languages, including the majority language, Romanian. 
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Although minority instruction is an important
(and volatile) political issue, civic groups and
governments should confront the labor market
and efficiency implications of supporting multiple
minority languages of instruction. In the debates
about this issue, a consensus may emerge that
social cohesion can be enhanced in ways that 
are less costly to individuals, the society, and 
the taxpayer.

Specialization of programs. As was discussed in
chapters 1 and 2 minimizing specialization until
the postsecondary level lets individuals strengthen
the foundation skills required for adapting to
unpredictable skill demands. Moving in this direc-
tion also increases efficiency, in that the facility
and equipment costs associated with highly 
specialized vocational training at the secondary
level diminish. In fact, a policy of broad based
vocational training at the secondary level results
in about the same unit costs for both academic
and vocational training.

Special needs children. These children include
orphans, children who have been removed from
abusive or dysfunctional families, and physically
and mentally handicapped children. In all countries
they cost more to care for and educate. However,
in the ECA region the care of these children is not
always humane or efficient. For example, Romania
uses 70,000 staff for 98,000 special needs children.
An orphanage in Syzran City, Samara oblast,
Russia, had 85 staff and 67 children (World Bank
1999h). Misdiagnoses, especially of minority chil-
dren, also seem common in the region. Aside from
the effect of a misdiagnosis on a child’s life, it
adds considerably to the cost of educating that
child. In addition to re-evaluating the staffing
norms that now prevail in special needs institu-
tions, governments should consider mainstreaming
the most able special needs children. Introducing
this policy requires retraining teachers in those
methods of child-centered teaching that are in
fact preferable for all children. For children who

require boarding, it requires retaining boarding
facilities but using regular schools to provide
educational services.

Politically, efficiency reforms are 
hard to manage

The political economy of securing efficiencies is
difficult in any context. Efficiency reforms usually
involve concentrated losses and diffuse benefits.
When benefits are diffuse, beneficiaries are
unlikely to mobilize for change, and losers are apt
to organize against the change. Those likely to
bear the costs include teachers’ unions, villagers
whose schools are being closed, and education
officials who have to acknowledge failings in the
system. Others are also likely to bear costs:
monopoly providers of goods and nonteaching
services who now have to compete to win con-
tracts, and education officials who run political
risks to secure savings without those savings 
necessarily accruing to the sector.

In many countries around the world inefficiencies
coincide with the need to expand children’s
access to education, making it possible to combine
politically popular reforms and unpopular reforms.
For example, if enrollments increase and the num-
ber of teachers remains the same, student/teacher
ratios increase without anyone having to be fired.
Unfortunately, inefficiencies in ECA education 
systems coincide with demographics that argue
for shrinking the system, at least over the medium
term. The region is also running relatively high
levels of unemployment. 

These factors suggest that compensating losers
will be key to gaining efficiencies. Uncompensated
losers, even if they cannot prevent the introduc-
tion of policies designed to increase efficiencies,
will attempt to circumvent or dissipate them during
implementation. This evasiveness is why efficiency
gains may be briefly realized, only to vanish with
time—eventually, losers find ways to minimize
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their losses. Incentives to pursue or acquiesce in
efficiency measures can include:

• Reasonable layoff or early retirement 
packages for redundant staff 

• In the context of a good labor redeployment
program, retraining of teachers who are
already well educated and can be retrained
for other professional services

• A phasing in of broad competition for the
provision of goods and nonteaching services

• Free and reliable transport for students 
whose village schools have been closed 

• Flexibility for policymakers at different 
levels of government in allocating resources
between different inputs

• Return of savings to the sector 
for reinvestment.

Summary of major alternative strate-
gies: What will they save, what will
they cost, where might they not work?

Table 4.1 summarizes the main strategies discussed
above in terms of the types of savings they can
generate, what it will cost to achieve these sav-
ings, and local conditions that may limit their
usefulness. As the table shows, it often costs
money to save money. For this reason and as
argued earlier, the tradeoffs between initial costs
and expected savings must be analyzed to see if
the strategy ultimately saves money. Poorer ECA
countries face a limit on all costly interventions:
finding the money to implement them.

EUROPE AND CENTRAL ASIAN REGION
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CHAPTER FIVE

REINVENT GOVERNANCE, MANAGEMENT,
AND ACCOUNTABILITY

Summary

Most ECA countries have just started to confront
the demanding requirements of governance, 
management, and accountability in the efficient
delivery of educational services. 

Governance refers to the steering function for the
education system—setting goals and monitoring
the sector’s progress in achieving them. Management
refers to the effective implementation of goals.
Since processes for setting goals are undeveloped
in so many ECA countries, the basic tasks of sector
managers are ill defined, and in general, the sec-
tor’s management falls far short of good public
management standards. Accountability refers to
the mechanisms that stakeholders can use to
assess the sector’s performance and pressure the
state to represent their interests. In ECA, pretransi-
tion accountability systems are no longer valid 

Restructuring the sector’s governance, management,
and accountability has to be the highest priority
for governments. Goals set for the sector should be
limited in number, measurable, and accepted by
stakeholders. Management of the sector can proba-
bly only be significantly improved in the context of
a comprehensive public administration reform. In
the meantime, however, the sector can reallocate
functions among management levels, re-engineer
ministries of education where needed, and measure
the sector’s performance. Governments can
strengthen the sector’s accountability through bet-
ter checks and balances among rules and standard
setting, competition (stakeholders’ “choice”), and
participation (stakeholders’ “voice”). 

The state is intimately involved with education
systems. It provides educational services, finances
and regulates them, and collects and publishes
information on them. The private sector, both
profit-making and nonprofit, also provides services,
and private financing plays a greater or lesser
role in paying for education, depending on the
country and the level of education. However, in
most countries, and certainly in ECA, the state is
the dominant player. 

Since the state takes these actions on behalf of
its citizens and taxpayers, questions immediately
arise as to how well it represents their interests.
Is the education sector doing the right things?39

Is it doing the right things in the right way?
What mechanisms do stakeholders have for moni-
toring the state’s performance and holding it
accountable for its actions? 

The sector’s governance, management, and
accountability arrangements determine the
answers to these questions. Governance refers to
the sector’s steering function—how the goals for
the sector are set and monitored; management
refers to how the implementation of goals is
organized. Accountability refers to the mechanisms
that stakeholders can use to assess the sector’s
performance and to bring the state to honor 
their interests. 

These three dimensions are interrelated. The vigor
of the accountability mechanisms in a country
affects the transparency and inclusiveness of goal
setting. The nature of the goals determines
whether managers of the system have clear signals
or directives—an issue of some importance, since
too many or confusing goals undermine the efficien-
cy of management and the basis for accountability.
The management of the sector determines the
quality of the statistical and policy analysis capaci-
ties needed to increase the realism of reform goals
and to report on progress in achieving them. 

EUROPE AND CENTRAL ASIAN REGION

39 Doing the right things" is known as allocative efficiency, which refers to the way resources are distributed among different
possible uses—for example, between health and education or between primary and higher education. Conceptually, allocative
efficiency is similar to the idea of external efficiency in education.
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Why This Development Goal?

Distortions in the governance, management, and
accountability functions make the achievement of
other objectives problematic. Improving these
functions seems to be a sine qua non for straight-
ening out other problems. 

Given this reality, it is unfortunate that ECA 
education systems tend to fail on these three key
dimensions. Although research on governance,
management, and accountability in the region,
especially for the education sector, is thin, there
is substantial experience with ECA governments to
draw on. With notable exceptions, this experience
reveals the depth of reform that is needed, 
especially in countries of the FSU.

The first of the next three sections evaluates 
patterns of governance—how well countries in
the region are setting and monitoring goals for
the sector. The second section, on management,
assesses how well the sector is being managed
and whether it meets the standards of good 
public administration. The third section explores
the question of whether frameworks exist for
improving the accountability of the state for 
efficient service delivery.

Governance

A country’s political, economic, and social 
environment frames what people need from an
education system. Major changes in context, such
as ECA is experiencing, normally force countries
to rethink and debate the goals for their education
systems. As the implications of globalization for
education began to register, the United States
entered noisy debates about goals. Chile, as it
emerged from the repressive Pinochet regime, did
the same. Tunisia, as it watched the ravages of
Islamic fundamentalism next door in Algeria,
rethought its goals for education to stress an
education that emphasized tolerance. But many

ECA countries have not engaged in these 
processes effectively. 

Goal setting and monitoring—the roles
of governance—are missing in action

Except for the Baltic states and a few countries 
in Eastern Europe such as Hungary, Slovenia, and,
increasingly, Romania, goal setting processes are
unfocused—or at best, nontransparent. Measuring
how well goals are being attained is even rarer.

In the early years of the transition the ECA coun-
tries tried to replace communist ideological 
content in curricula and textbooks. Understandably,
the rethinking of goals was based more on political
reasoning than on sound analysis. Thus, public
debates, to the extent that they occurred in the
region, generated mainly political slogans, impor-
tant as an impetus to education reforms but
insufficient for effective goal setting.

In the second half of the decade the most 
progressive countries moved toward goals that
were clearer, better debated, and more frequently
monitored. In some ECA countries goal setting
debates have occurred for subparts of the system,
especially vocational and technical education. 
The Czech Republic is an example (Hendrichova,
Svecova, and Slavikova 1999). However, in many
other countries of the region the historical tradi-
tion of setting goals as an ideal vision rather
than as a practical tool for setting priorities for
the sector has persisted. What have often
amounted to scattered initiatives are not organized
around a small number of coherent, feasible, and
measurable goals that define the reform direction
for the sector.

Weak, absent, or nontransparent governance
seems related to management and accountability
problems. As discussed later, managerial functions
that support goal setting and measurement are
missing in most education ministries, specifically

EUROPE AND CENTRAL ASIAN REGION
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the policy analysis/planning and financial 
management functions. 

Another problem lies in the sources of pressure 
to rethink goals. Education bureaucracies are
inherently conservative. Although occasionally a
minister of education with substantial vision
leads a re-evaluation of the direction for the 
system, these pressures tend to come from out-
side, not from within, ministries of education.
Often, although rarely in ECA, the pressure arises
from other government players such as parliamen-
tary committees, ministers of finance, councils of
ministers, or prime ministers and their deputies.

Outside government, parents typically do not
exert pressure for change. Parents are conserva-
tive—they want schooling that looks like what
they received. More likely sources of pressure are
employers who need skills that they cannot find
and the dense networks of civic associations that
characterize democracies. However, most ECA
economies have not yet developed to the point
where employers face important skill shortages—,
although when they do, if the experience in the
West is any guide, they will probably become
vocal advocates of change. The associational life
of ECA countries is also still very thin, and the
mechanisms by which citizens can register their
preferences are poorly developed.

Management

The next two sections deal with management from
two points of view. One analyzes the functions
and decisionmaking powers in the sector: their
completeness, their distribution among levels of
government, their clarity, and their consistency.
The second assesses how functions are conducted
relative to standards of good public administration. 

Management functions and powers
have not been rationalized

A number of questions can be asked about func-
tional responsibilities and powers. Are functional
responsibilities and powers allocated to plausible
levels of government? Are important responsibilities
missing? Is authority over decisions ambiguous?
Are responsibilities and the resources needed to
meet them aligned?

Allocation of functional responsibilities and powers
among levels of government. This topic embraces
questions about centralized and decentralized
funding, operational responsibilities, and decision-
making powers. Since chapter 3 discusses the
allocation of funding responsibilities, that issue is
not discussed here except incidentally. 

Countries can distribute responsibilities and powers
among levels of government in various ways and
still secure reasonably efficient service delivery.
The size of the country—its population numbers
and territorial size—and the presence or absence
of  geographically concentrated ethnic groups
affect these distributions. For example, decentral-
izing certain responsibilities may make sense in
large countries such as Poland, Russia, Turkey, or
Ukraine but not in small countries such as
Albania, Estonia, or Slovenia.

A limited number of criteria can be used to judge
the distribution of responsibilities and decision-
making among levels of government in ECA 
countries. Does the distribution:

• Protect national interests in creating human
capital, in keeping variances in human 
capital low (fairness), and in promoting
social cohesion? 

• Secure economies of scale (supply efficiency)?
• Maximize opportunities for competition or

customer choice?40

EUROPE AND CENTRAL ASIAN REGION

40 Choice is one key to holding the state accountable for efficient service delivery: it gives customers, such as families and
employers, options among service providers. Choice presumes competition among what have often been monopoly providers,
and competition is theoretically assumed to improve the efficiency of services. 
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• Maximize opportunities for “voice”—that is,
the participation of users and beneficiaries in
decisions about the system?41

• Align responsibilities and the resources need-
ed to meet them?

Depending on country-specific conditions, achiev-
ing one objective may undermine the achievement
of another. For example, nonexperimental evidence
suggests that local decisionmaking, although it
may increase voice, can also decrease equity and
social cohesion (Prud’homme 1995; Lockheed
1997). Decentralization is expected to increase
civic voice. However, in developing democracies

local elections that are the obvious mechanism
for registering voice on issues of social policy
may in reality be decided on grounds of personal,
tribal, or political party loyalties, not on civic
grounds (Prud’homme 1995). In other words, the
verdict is certainly not in on centralizing versus
decentralizing decisionmaking powers as a way of
increasing voice. 

Table 5.1 suggests one distribution of functional
responsibilities and powers among government
levels that is consistent with the objectives 
just listed. 
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41 Voice is another key to holding the state accountable for efficient service delivery. It is defined as citizens’ or customers’
willingness and ability to exert pressure on service providers to perform. Voice can take various forms, from local elections to
community power over the selection of school headmasters.

Locus of responsibility Decisionmaking responsibilities and powers

Central • Leading improvement of sector by setting fiscally 
responsible priorities based on analyses of the sector’s 
performance, designing and overseeing the implementation
of change programs

• Generating financial resources
• Assuring quality of inputs and outcomes by, for example,

establishing a standards-based national curriculum in the
foundation skills, assessing whether students are meeting
these standards, and creating and enforcing knowledge and
skill standards for teachers.

• Publishing credible information on performance of system
• Protecting interests of poor and minority groups at all levels

of education
• Protecting social cohesion
• In centrally financed systems, using financing formulas 

to create incentives for subnational levels to increase 
efficiency

• Setting health and safety standards for the sector
• Making economy-of-scale decisions to open or close 

national-level institutions, such as universities
Intermediate (provincial level) • Making economy-of-scale decisions for regional level 

institutions (e.g., to open, close, or consolidate 
institutions across small local jurisdictions)

• Making such decisions for other issues most efficiently
resolved across spaces larger than small local jurisdictions
(e.g., allocation of teachers among schools.) 

Local/school level Making factor mix, not product mix, decisions—at the school
level as often as feasible

Source: Author’s compilation

Table 5.1.   Where should Decisionmaking Responsibilities and Powers be Lodged?
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The assignment of decisionmaking responsibilities
is very fluid in the region. However, several prob-
lems associated with the distribution of functions
and decisionmaking powers among levels of gov-
ernment have emerged. In basic and secondary
education a number of countries still centralize
educational decisionmaking; examples are Croatia,
FYR Macedonia, and Uzbekistan.42 Highly central-
ized systems, usually overwhelmed by operational
decisions, are unable to focus on strategic planning
and issues of national policy. They are not easily
held accountable by civil society. For example, in
Croatia, where the Minister of Education appoints
school principals, when ministers change, so do
principals, especially heads of important sec-
ondary schools. Schools are accountable to the
party in power, not to the civil society, except
very indirectly via national elections. 

Although recent legislation is expected to remedy
the problem, the Czech Republic has lacked an
intermediate (regional) management level. The
central level has been overloaded with adminis-
trative tasks and has been unable to focus on
strategic issues. The country has lacked that level
of government best able to manage a restructuring
of vocational/technical education that reflects
subnational economic realities and economies of
scale (Hendrichova, Svecova, and Slavikova 1999).

Missing functions. An analysis of management
arrangements shows that important functions may
be missing. The most obvious are:

• Leading the sector’s improvement
• Setting learning standards and ensuring 

educational quality
• Monitoring performance, especially by 

publishing information on the system’s 
performance and measuring it against perfor-
mance in countries selected as comparators

• Ensuring educational fairness.

These are functions that belong at the central
level, but they are often missing even in central-
ized systems in the region. For example, in
Romania performance monitoring is nominally
lodged at the central level but appears to be no
more than a paper function. Although this is now
being remedied, thus far there is no standardized
reporting, performance grading, data analysis, or
other feedback information. Inspection reports
and academic performance results are confidential
(Ivan and others 1999). 

In countries that have decentralized responsibilities
for basic and secondary education, such as Russia
and Ukraine, the ministries of education have lost
many of their former functions to subnational 
levels. At the same time, they have not assumed
responsibility for functions that manifestly belong
at the center. 

The information responsibility of the central level
is particularly important for accountability—a
society cannot hold its education sector accountable
without credible information on its performance.
All countries in the region have education statistics.
However, the statistics in Albania, Bosnia-
Herzegovina, Georgia, FYR Macedonia, Moldova,
and Turkey are judged to be rudimentary (World
Bank 1999c). Most ECA countries measure inputs
to the sector, not outcomes; they rarely measure
private sector educational activity; and financing
data may aggregate expenditures on educational
services that differ in their costs—for example,
secondary academic versus vocational/technical
education. In other words, statistics in the region
do not support policymaking well. 

The statistics that do exist are often not made
publicly available, especially by the FSU countries.
Ukraine is flagrant in maintaining the secrecy of
data on the sector, and Romania has recently 
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42 Other levels of education can have patterns of centralization and decentralization that differ from those at the basic and
secondary levels. For example, even in countries with centralized decisionmaking for basic and secondary education, deci-
sionmaking for preschools may be decentralized. Decisionmaking for secondary vocational education conforms to that for
secondary education, but decisionmaking for postsecondary vocational training differs markedly from that for secondary
vocational education. The postsecondary vocational level is governed in multiple ways and tends to use one of three general
models or all three models in the same country. Universities tend to have substantial autonomy.
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increased the “confidentiality” of information on
student learning and the managerial performance
of schools. 

Contradictory, unclear, or overlapping allocations of
powers to different or to the same levels of govern-
ment. Is authority over decisions ambiguous? As
discussed later in this chapter, the incentives
prevalent in the region are rules that are hierar-
chically imposed and enforced. The result is often
excessive numbers of rules that are poorly coordi-
nated, contradictory, unclear, and therefore 
idiosyncratically interpreted. In Romania intricate,
parallel, and overlapping responsibilities among
the many boards under the jurisdiction of the
Ministry of National Education result in “endlessly
contradictory information” (Ivan and others 1999). 

Case studies show overlapping responsibilities for
the same function between two or more levels of
government without rules for adjudicating shared
authority. For example, in Russia both the oblast
and central levels organize textbook production
and distribution; the central, oblast, and school
levels develop teaching and assessment methods,
design school programs, and set performance
standards (Klugman 1997a, p. 19). The Hungarian
education system shares responsibilities between
levels of government for a number of functions,
such as teacher appointments, salaries, and 
in-service training. The result has been problems
of ambiguous boundaries and a need for 
coordinated action. 

The same level or unit can also be assigned
responsibilities that constitute a conflict of 
interest. In Romania, for example, school inspec-
torates run hundreds of schools and assess their
own management (Ivan and others 1999). 

Misaligned responsibilities and resources. This
problem shows up in most ECA countries,
although it takes different forms.

Since some accountabilities properly lie at subna-
tional levels, highly centralized systems violate
the principle of aligning decisionmaking powers
and accountabilities. By definition, they do not
give these levels the powers they need to meet
their responsibilities. An important example is
accountability for student learning. Since learning
problems ultimately have to be solved at the level
of the classroom and school, the school is the
natural unit to hold accountable for learning 
outcomes. A centralized system means that the
school has no control over decisions that affect
its ability to deliver on its obligations.

Money, like decisionmaking authority, does not
always follow responsibility. As state owned
enterprises shed preschools and vocational
schools, local levels of government are assuming
responsibility for preschools, but often without
the resources they need to cover costs. With 
similar effect, countries have responded to fiscal
pressures at the center by allocating inadequate
block grants to local governments for basic and
secondary education. Countries of the FSU, 
however, generally have vertical fiscal imbalances,
created by national responsibility for revenue
generation but local responsibility for spending
(Klugman 1997a, figure 2, p. 8; Wetzel and Dunn
1998). Thus, in Kazakhstan in 1994 local educa-
tion expenditure as a share of local revenues
ranged from 23 to 204 percent, 6 of the 21
oblasts having education expenditures that
exceeded their total local revenues (Klugman
1997a, table 4, p. 10). Transfers from the center
to subnational levels and from oblast to raion
(district) levels reduce revenue disparities at local
levels (Klugman 1997b; Stewart 1997; Wetzel and
Dunn 1998), but final revenues at local levels are
low relative to the costs of educational services
that have to be provided. 

Chapter 4 pointed out that budgetary responsibility
may be decentralized, but with budget rules still
set by the center. These include wage rates for

EUROPE AND CENTRAL ASIAN REGION
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Table 5.2   Criteria for Competent Public Management

Function Criteria for evaluating performance of public administration 

Financial management Accurate revenue and expenditure forecasts; one-time 
revenues not used to finance on-going expenditures; 
countercyclical or contingency planning devices used; budget
adopted in a timely way; investment and cash management
systems balance return on investment and risk avoidance;
management of long-term debt; accurate and audited 
financial statements; accurate assessments of the cost of
delivering programs and services; relevant information on
the future financial impacts of government actions

Management of human resources Clear and understandable personnel system; insulation 
from political interests and pressures; workforce planning
and strategic analysis of needs; timely hiring on the basis 
of merit; control of hiring; maintenance of appropriate skill
mix among employees; ability to reward and discipline
employees appropriately; cooperative labor-management
relations.

Management of information technology Systems useful to and used by managers; coordination of
technology from the center; multiyear information technology
planning process in place; well-trained staff and users; 
system cost justified by benefits it yields; system allows
information to be transmitted to citizens and other stake-
holders; right information to right people at right time.

Capital management Strategic analysis of long-term capital needs; use of appro-
priate information and analyses to differentiate good from
bad capital purchases; integration of capital budget with
planning for operating budget; appropriate maintenance.

Managing for results Strategic, results-oriented plan provides basis for developing
performance measures; involvement of stakeholders in 
selection of desired results and in evaluating progress;
appropriate measures of activity outcomes; use of these
measures for policymaking, management, or evaluation of an
agency’s progress toward its goals; clear communication of
results to citizens, elected officials, and other stakeholders.

Integration or alignment Actions align financial, human resource, information, and
capital subsystems around performance goals, including
leaders whose vision is clearly communicated to subordi-
nates, leaders able to motivate employees to achieve the
organization’s goals, information technology systems well
integrated with other management systems, leaders who use
information to evaluate progress toward goals, and budget
priorities aligned with current policy priorities.

Source: Joyce and Ingraham (1997).
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teachers, student/teacher ratios, and minimum lev-
els of expenditure. These central norms undermine
opportunities for local government to improve
technical efficiency or to use its fiscal resources 
to reflect the preferences of local beneficiaries.

Management of the sector falls far
short of standards for good public
administration 

Even where functions and decisionmaking powers
are complete and are sensibly allocated among
levels of government, functions may be performed
well or poorly. How well do ECA countries manage
the sector, as measured by criteria for good 
public administration?

To some extent, this question boils down to a
question about the effectiveness of the country’s
overall public administration. Public sector
administration can be judged on several dimen-
sions (World Bank 1999b), but the focus here 
is on policymaking capacities and operational
efficiency. Factors external to government (e.g.,
politics) affect government’s management perfor-
mance, but governments do control key subsystems.
Table 5.2 shows one analytic framework for
assessing how well organizational functions are
performed (Joyce and Ingraham 1997).

An analysis of individual countries, using the cri-
teria in table 5.2, conveys how far short of good
international practice the public administrations
of most ECA countries fall. Even the Czech
Republic, Estonia, and Hungary, although they
have made considerable progress, still have to
travel some distance to reach international 
standards (Nunberg and Reid 1999). Embedded 
as they are in a country’s prevailing standards 
for public administration, ECA education systems
share the same failings. 

At the same time, the education sector can 
independently improve its public management.

For example, in a number of countries school
principals have been selected not on merit but on
the basis of loyalty to the party in power or have
been elected by teachers. Thus, managers in 
primary and secondary schools, as well as in 
higher education, can benefit from professional
management training.

Accountability

“Accountability” in education refers to the mecha-
nisms that stakeholders can use to assess the
sector’s performance and to bring the state to
honor their interests.43 These interests have to be
balanced to ensure the efficient and responsive
delivery of services. This section analyzes the
three conditions required to achieve this balance. 

1. A framework for the delivery of educational
services with three mechanisms operating in
a checks-and-balances relationship to one
another: rules and standards, competition
(choice), and participation (voice).

2. Disaggregation of education into different
goods and services susceptible to different
incentive regimes

3. Involvement of multiple stakeholders, not
just the state, in the design, delivery, and
monitoring of services.

Condition 1: The incentive framework
has three mechanisms operating in 
a checks-and-balances relationship 
to one another: rules and standards,
competition (choice), and 
participation (voice).

The key to efficient and responsive service delivery
is a checks-and-balances relationship among the
interests of three groups: the public sector (gov-
ernment and professional educators), the private
sector, and the civic society (taxpayers, users,
and beneficiaries). Each of these three actors
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43 There is a large literature—e.g., the new institutional economics literature—on the issue of accountability. Papers that
relate the implications of this burgeoning literature to service delivery problems include Paul (1991, 1994) and Girishankar
(1999). The framework used here relies heavily on work by both Girishankar and Paul, especially the former.
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plays according to different rules. The public 
sector uses rules and standards to establish the
framework for service delivery; the private sector
uses competition and choice; and the civic 
society uses participation or voice. 

• Rules and standards are used to regulate the
goods and services provided. Rules and standards
should be framed in consultation with various
stakeholders. However, the state, in the form of
bureaucrats, technocrats, and quasi-state groups,
such as subject-matter associations of teachers, 
is usually the central player. The aforementioned
groups are better positioned to represent national
interests and professional knowledge. 

• Competition (choice) can be used when 
multiple suppliers are available. Because it gives
purchasers choices among goods and services,
competition improves efficiency by forcing suppli-
ers to reduce costs and improve quality. Although
private sector players are those most likely to be
subject to competition, capitation financing,
vouchers, and other mechanisms can be used to
create competitive markets among public providers. 

• Participation (voice) takes the form of stake-
holder participation in the definition of input and
outcome standards; using information on the per-
formance of the public or private sector to press
for improved performance; and using information
to choose among educational options. The central
players for exercising voice include beneficiaries,
users, taxpayers, and civic groups. Users will vary
according to the level of education in question—
for example, employers are vocal about 
training services.

Theoretical and analytic work shows that the
state cannot be trusted to supply educational
goods and services efficiently or to respond to
the preferences of beneficiaries and users without
the competitive checks of markets or the exercise
of voice by beneficiaries and users. However, 

these same studies also show that efficiency and
responsiveness decline if any one of these players
dominates. Mechanisms for strengthening
accountability carry their own distortions. Thus, 
it is the checks and balances among the three
mechanisms that result in the most efficient and
responsive provision of services. 

Markets are not self-regulating. In the absence 
of rule setting and standard setting by the state,
they cannot be counted on to supply educational
goods and services that respect national interests
or the interests of taxpayers, beneficiaries, or
users. Similarly, beneficiaries and users cannot be
trusted to represent communal interests in the
absence of rule setting and standard setting by
the state. The state and professional groups 
provide an important check on beneficiaries and
users for at least three reasons. 

• In addition to the positive benefits of educa-
tion captured by the individual, such as higher
wages, education has positive benefits for the
collectivity. These include lower crime rates, 
better health practices that limit the spread of
infectious diseases, more vigorous and better
informed voter participation, contributions to
economic growth that are not entirely captured in
higher wages of individuals, and—depending on
occupational structures and labor markets—more
equal incomes and therefore less chance of social
unrest. However, neither children nor parents can
be trusted to invest sufficiently in education to
realize its collective benefits. Children are too
young to make these choices on their own behalf.
Relative to their parents, they are also powerless
to enforce choices that are to their benefit but
not to that of their parents. Parents’ investments
in their children’s education are significantly
determined by  their own levels of education and
their socioeconomic status. Thus, poor parents
with little education are apt to value the benefit
to them of the child’s labor in the fields more
than the delayed benefit of education for the

EUROPE AND CENTRAL ASIAN REGION
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child. To counter these choices, the state enacts
and enforces laws that require families to send
their children to school up to certain ages.

• The socioeconomic status of participants 
drives the exercise and effectiveness of voice. In
the absence of state efforts to protect the inter-
ests of the poor and minorities, wealthier and
more powerful parents will dominate (“capture”)
decisions about the allocation of services at the
expense of poorer families. 

• There are information asymmetries that favor
the state over beneficiaries, users, and taxpayers.
The latter voice preferences based on what they
can observe. For example, if teachers do not show
up for work, parents can observe their absence
and demand ways of ensuring teachers’ commit-
ment to their jobs, such as giving communities 
or parent associations the right to hire and fire
teachers. However, they are poorly positioned to
see or understand important dimensions of educa-
tion. For example, in the absence of credible
assessments of student learning, educational quality
is hard to judge. Parents do not readily under-
stand the implications of a market economy for

the skills and knowledge that their children need.
Professional groups are better positioned to see
these links and to represent them in state regu-
lated learning standards.

Figure 5.1 shows the checks and balances among
interest groups and the mechanisms that they 
use to govern their interactions with the 
education system.

Most ECA governments do not balance the use of
these three mechanisms, and the result is weak
accountability of the state to the civil society for
the efficient delivery of educational services.
Governments tend to rely almost exclusively on
hierarchical rules as incentives in the education
sector, bureaucrats and teachers usually being
reduced to order takers with no scope for initiative.
Governments do not make much use of competition
(choice) and participation (voice) to counterbal-
ance rules and norms. Although governments bid
out the provision of some services and goods,
these are not always true competitions. State 
and private sector actors are too frequently in
collusion with each other.

EUROPE AND CENTRAL ASIAN REGION

Players and mechanisms  

PUBLIC SECTOR (GOVERNMENT AND PROFESSIONAL GROUPS):
Rules and Standards

PRIVATE SECTOR: TAXPAYERS, USERS,
Competition (choice) BENEFICIARIES:

Participation (voice) 

Figure 5.1   Checks and Balances between Interest Groups and Mechanisms
Enhance the Delivery of Educational Services

Source: Adapted from Girishankar (1999).
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Condition 2: Education is disaggregated
into different goods and services sus-
ceptible to different incentive regimes

ECA’s record here is not good. Most ECA govern-
ments treat education as a single bundle of 
services instead of disaggregating the services
into activities according to the optimal arrange-
ments for delivering them. 

The characteristics of goods and services vary 
in ways that imply the optimal mechanisms for
delivering them. The same framework is not opti-
mal for all of the inputs into service delivery. Nor,
incidentally, is the same framework necessarily
optimal for all stages of an activity, whether 
that stage be design, operation, or monitoring
(Girishankar 1999). For example, in a ports 
project, government, in the form of its technical
experts, and voice, in the form of inputs by 
shippers, may be the optimal arrangement for
designing the port. The market, in the form of a
contract to a private firm, may be the optimal
arrangement for operating the port. Government
may be optimal for monitoring and enforcing 
the contract.

The characteristics of goods and services that
affect the choice of the mechanisms for providing
them are expressed in the form of the following
questions and answers.

• Can multiple suppliers compete to provide the
good or service? If so, choice or markets can be
exploited competitively to improve the efficiency
of the goods and services delivered. For example,
in the case of computers, a number of vendors
can provide the same equipment. Families in
small rural communities rarely have choices
among schools provided by the state, but some
competition can be introduced by opening to
competition the management of the school.
Urban families have choice among the city’s 
multiple providers of primary or secondary 

education. Since students often expect to move 
to the location of a university, this gives them
choices and creates competitive pressures on 
tertiary institutions.

• How precisely can the desired characteristics 
of the good or service be specified and measured?
Measurable goods or services favor the use of
markets as a way to improve the efficiency of 
service delivery. For example, it is easy to specify
good custodial services and to use visual inspec-
tion to check on the quality of the service provided.
(“Is the school clean?”) It is much harder to
specify good teaching. In the absence of agreed
teaching standards, visual observation is not
much help in measuring teaching quality—
observers, whether parents or school inspectors,
do not know what to look for or how to judge
what they see.

• Is information about the quality of the 
delivered service equally available to all players—
users, beneficiaries, and suppliers (often government
agents)? Beneficiaries and users may be able to
observe quality better than government agents, in
which case voice is an important component of
the framework.

In the interests of simplification, table 5.3 gives
examples of educational goods and services that
differ only in terms of supplier choice and the
ease with which their quality can be measured.
These can be goods and services that a ministry
of education or a district education office provides
to itself, such as accounting services or informa-
tion systems, or that government provides for 
the public. 

The items in type I are standardized goods or 
services. Providers of these goods and services
can be changed without particular disruption to
the purchaser. Items in type II are services that
can be opened to competition, but the competition
is organized around bidding for the market. Once
the contract is signed or the concession let, choice
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is severely reduced because those who let the
contract incur monetary and time costs if they
change providers. For example, a contract to con-
struct a new school can be awarded on the basis
of competitive bids, but once the contract is
signed, changing contractors in midstream entails
construction delays that may be unacceptable.

Condition 3: Multiple stakeholders, 
not just the state, are involved in 
the design, delivery, and monitoring 
of services 

Again, the record of the education sector in most
ECA countries is not good. ECA governments tend
to define government as the only intermediary 
for delivering educational services, rather than
defining the services as needing multiple interme-
diaries and stakeholders.

The nature of the good or service has implications
for the institutional arrangements that best
ensure efficient service delivery. Table 5.4 shows
that competition (the market) is the mechanism
of choice for type I goods and services. Type II
goods and services also rely on competition.
However, the “sunk costs” associated with type II
contracts—that is, the costs to the contractor 
of switching suppliers—mean that market 
mechanisms cannot be used as readily to enforce
compliance. Public officials have to enforce the
contract by monitoring how well the supplier is
meeting the contract provisions.

Markets and choice. Most countries in the region
use at least limited forms of public competition
to buy standardized goods and services (type I).
However, contracting out (type II goods and 
services) is still in its infancy. Contracting out
does not automatically increase the efficiency of
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Can multiple suppliers provide the good or service?
Quality of good or service Yes No

Easily measured Type I Type II
• School furniture • Custodial services
• Equipment • Food services
• Vehicles • Book publishing
• Supplies • School construction services
• Standard teaching aides • Utilities
• Textbook printing • Accounting and payroll services

Not easily measured Type III Type IV
• University level education • Preschool services in rural areas 
• Postsecondary vocational • Primary education in urban areas

or technical training • Secondary education in urban areas 
• Preschool services in • Curriculum and learning standards

urban areas • Teaching services
• Primary education in • Measures of learning outcomes

urban areas (examinations, assessments)
• Secondary education in • Statistics on educational inputs

urban areas and other outcomes
• Teacher training services

Source: Vandycke (2000).

Table 5.3   Educational Goods and Services Differ in the Multiplicity of Providers
and Ease of Measuring the Quality of the Product or Service
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service provision (Keefer 1998). Several conditions
have to be in place for contracting to benefit
efficiency. For example, procurement practices
have to be transparent if providers are to innovate.
Governments also have to be able to make credible
commitments to compensate providers for 
innovations that improve quality or reduce costs.
Credibility hinges on a secure environment for
contract and property rights—again, a condition
that many ECA countries do not meet well. 

Services of types III and IV depend heavily on
checks and balances between rules and standards
and participation by the users and beneficiaries of
the services. Type III services differ from type IV
services only in that users have choices among
providers. In other words, competition (choice or
markets) can be used together with government
rules and user or beneficiary voice to ensure 
efficient service delivery for type III services. In
theory, urban families have choice, or chances to
“vote with their feet”, by virtue of having more
access to private schooling and chances to exer-
cise choices among public schools. Rural citizens
in ECA have almost no choice of educational 
services unless the school’s management is 
subject to competition or rural dwellers migrate
to urban areas.44 As already noted, on average, 
41 percent of the populations of ECA countries
lives in rural areas (Wetzel and Dunn 1998). 

The laws of many ECA countries support the entry
of private schools into the market, although
countries differ in their obstacles to entry. The
vigor of the private sector market also depends
on the extent of public subsidy to private schools
and the relative wealth of families in the country
(UNICEF 1998, p. 83). A number of countries
allow parents to choose among public schools
regardless of residence (UNICEF 1998, p. 82),
although tracking, which can sometimes start at
age 11, constrains parental choice. Parents may
also need subsidies in order to exercise choice,
such as capitation financing, which can take the
form of vouchers, scholarships, or even subsidized
transport. With some exceptions in certain coun-
tries or provinces, however, ECA as a whole does
not use capitation financing; no ECA country uses
vouchers; and, as noted in chapter 2, scholarships
for the poor are diminishing.

The limited supply of university places relative to
demand turns choice on its head after basic (and
sometimes after primary) education. Universities
and the lower and upper secondary schools that
virtually guarantee entry into university choose
students, not vice versa.

Participation and voice. Voice is very weak in the
region. A variety of mechanisms can support
voice—for example, parent-teacher associations;
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Choice: availability of multiple providers
Quality of desired good or service High Low

Easily measured Type I Type II
Markets: competition Markets and government:
in the market competition for the market 
with contracting with audits of supplier 

performance by government
Not easily measured Type III Type IV

Markets, government, Government and participation
and participation

Source: Adapted from Girishanker (1999)

Table 5.4   Incentive Arrangements for Different Categories of Goods and Services

44 Distance learning provides a type of exit in that it increases learning options for students in rural communities.
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election of local government officials who have
the authority and resources to respond to voice;
complaint procedures; public hearings; legal 
challenges through the courts; elected oversight
boards for each school or each municipality; the
community’s right to fire the head of the school,
publication of the results of each school’s perfor-
mance in local newspapers; citizen surveys of 
corruption in the sector, with the results published
in national and local newspapers and discussed
on television; client service surveys that assess
consumer satisfaction with education.45

Beneficiaries in ECA countries, however, do not
have a rich array of ways for expressing voice 
and little tradition of using those means that do
exist. Several ECA countries impose legal or polit-
ical constraints on mechanisms for expressing
voice, such as constraints on the press. For example,
Bulgarian law stipulates that each school is to
have a school board, but the working of the law
restricts the opportunities for voice. Only a limited
number of schools have boards, and principals
who fail to establish school boards are not subject
to sanctions. Even where school boards exist,
they have advisory powers only, in part because
school policy is almost entirely determined by
decisions made at other levels of government
(World Bank 1998a).

Citizens also need to have formed habits of using
available channels of voice, and these habits are
still weak in the region. For example, a Romanian
working group that analyzed the sector’s gover-
nance and accountability noted: 

The Romanian educational organization
neglects the legitimate interest and demands
of the beneficiaries because it functions in 
a vacuum of external accountability. The 
beneficiaries of education (students, parents,
communities, and industry) do not express

their expectations or dissatisfaction because
they lack the structure and culture of 
participation. (World Bank 1998c)

Decentralization and voice are often equated.
However, they are not the same. Decentralized
governance is more conducive to the exercise of
voice because clients have more access to those
making decisions about the sector. However,
clients need channels, such as local elections, to
make themselves heard. These channels need to
be protected from capture by local subgroups,
usually the elite of a community.46 Unlike water
supply, where the quality of the supply in the
community is uniform, the quality of a community’s
educational services can differ depending on the
beneficiaries. Powerful members of the community
can commandeer resources to create high quality
schools for their children, leaving families with
weak voice to fend for themselves.

Strategic Paths for Governments

Since most ECA education systems have governance,
management, and accountability problems that
undermine the sector’s abilities to solve other
problems, attending to them must be a priority.

Governance: Re-evaluate the goals 
for the sector

What do the leaders and citizens of the country
need from the education system? Is it giving
them what they need? Can this question be
answered at present? If not, how is it going to
get answered?

Well-defined goals are necessary for focusing 
the energies of all players in the system and for
accountability. Goals must be limited in number
(no more than five and preferably fewer) and sta-
ble over a reasonable period of time. When goals
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45 Client service surveys are primarily useful for evaluating visible dimensions of the school. Do teachers show up for work? Is
the school building in reasonable physical condition? Do the children have textbooks? Is the physical equipment in the play-
ground kept in safe condition? Client surveys are not as useful for less visible dimensions such as learning achievement.

46 Especially at the community level, beneficiaries with naturally stronger voice—the better educated and wealthier—are often
also providers or are connected to them in networks. They have disincentives to use voice or exit and are inclined to prevent
others from using these options. See Paul (1991).
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multiply, managers responsible for achieving them
are forced to ignore some or to vacillate between
them, with the result that progress in reaching
goals is ragged. When goals shift rapidly, managers
do not have enough time to achieve any one of
them, and reforms that are prematurely abandoned
simply mean wasted time and effort. Goals should
be targeted on ends, not means, and progress in
achieving them must be measurable and measured. 

Goals must be understood and accepted as 
legitimate by all the parties that are key to their
achievement. Stabilizing goals across governments
and ministers of education requires a broad politi-
cal consensus. And a goal-driven reform requires
that the wide range of players who implement it
understand its objectives. This means conducting
extensive and inclusive debates about goals. It
also means investing in a communications strategy
that clarifies the nature and reasons for agreed
goals. In the absence of a shared understanding
among the major players about the direction for
the sector, they will be unable to coordinate and
effectively target their efforts. 

Management: 
Measure, measure, measure 

Trusted information on the performance of the
sector is the key to realistic goal setting, better
management, and greater accountability. Without
relevant data on the sector, all the players are
flying blind. What does not get measured does
not get fixed.

Start with an audit. Put together a working group
of users, bureaucrats, and education professionals
to assess what is known about the sector at each
level of education. What information on perfor-
mance is publicly available?

Assess and strengthen the capacity of the educa-
tion statistics unit. An international expert in
modern education statistics systems should assess

the capacity of the country’s education statistics
unit. Statistics staff should be (or should
become) familiar with new data collection 
standards, methods, and tools. They should be
protected from political pressures. They should
use computers and software to process, store,
share, and disseminate information efficiently.
Depending on the results of the assessment,
develop a strategy for helping the unit reach
international standards for statistics agencies. 

Evaluate how education policymakers use statistical
information in their decisionmaking. A country’s
education statistics system is only as strong as
the information and analytic demands placed on
it by education policymakers. Demand drives qual-
ity. Using donor aid, a Middle Eastern country
built a respectable education statistics system,
but since education policymakers did not use data
in their policymaking, the system gradually fell
into disrepair. As one observer noted, “They built
a statue without a head.”

Design and implement a system of performance
indicators. Selection of performance indicators
should be based on broad consultations with
stakeholders and policymakers to identify the
information that they want for judging performance.
The OECD countries have substantial experience in
identifying such indicators (OECD, Education at a
Glance various years). OECD policymakers and
stakeholders can attest to the policy relevance of
different candidate indicators.

ECA countries should exploit the substantial 
technical experience of participants in the OECD’s
Indicators of Education Systems (INES) project to
help them with the technical work of validating
measures, collecting and analyzing data, and 
publishing results. ECA countries need to bench-
mark the performances of their education sectors
against those of other countries. The OECD frame-
work for some core performance variables would
allow comparisons with other nations, including
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some ECA countries. The Czech Republic, Hungary,
Poland, and, for a few variables, Russia are
already participating in the INES project. 

Special international assessments provide other
chances to benchmark the performances of 
education systems (see chapter 1). Several ECA
governments have already participated in some of
these assessments: the Czech Republic, Hungary,
Poland, and Slovenia participated in the IALS, as
did East Germany before reunification, (see chapter
1); a larger number of ECA countries have partici-
pated in the Third International Mathematics and
Science Study (TIMSS). The OECD has also con-
ducted reviews of national policies for education
in several ECA countries, including as Poland,
Russia, and Slovenia. 

Management: Reallocate functions
among levels of government and 
reinvent the ministry of education

Again, start with an audit. Since the distribution
of functions among governmental levels is very
country-specific, rationalizing this distribution
first requires an audit of decisionmaking by level
of government and by level of education. Working
groups for the audit should include those empow-
ered to change current arrangements and those
now affected by them. Several ECA countries,
such as Albania, Bulgaria, the Czech Republic,
Hungary, Poland, and Romania, have either com-
pleted or are now completing such audits.

For each educational level, the audit has to start
with an analysis of who makes each of the major
decisions. Using this database, working groups
should examine the data for evidence on 
the following:

• Missing functions 
• Contradictory or unclear allocations of powers

to different levels of government 

• Overlapping responsibilities for the same
function between two or more levels of 
government without rules of the game to
govern shared authority 

• Misalignment of responsibilities and the
resources required to meet them

• Allocation of functions to an inappropriate
level of government.

Build a consensus around reallocating, eliminating,
or adding functions. The analysis of the sector’s
governance arrangements will reveal both 
egregious and minor distortions. The strategy for
reallocating, adding, or eliminating decisionmaking
powers has to reflect a careful, country-specific
assessment of the winners and losers from a 
management reform. Some players benefit from
distortions; some lose. Attending to the political
economy of reforming sectoral management will
increase the chances of its success. Look for a
window of opportunity. Politically, changes may
be best made in the context of broad discussions
within the government and the parliament about
centralization versus decentralization and public
sector management reforms. 

If necessary and possible, start at the top by rein-
venting the functions of the ministry of education.
Many ministries in the region have become empty
shells. They no longer do what they used to do;
they do not now do what they should be doing;
and, by virtue of not having redefined their roles,
they are unable to lead change in the sector. 

Management: Support efforts to
improve the administration of the 
public sector 

Since the public administration of the education
sector is so entwined with that of the whole
country, the sector is somewhat limited in its
abilities to significantly improve its own practices
independently. However, the sector can participate
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in broader efforts to modernize the nation’s public
administration. For example, Albania’s Ministry of
Education and Sciences is a pilot ministry in that
country’s civil service reform. Box 5.1 describes a
civil service reform in Georgia’s education sector. 

Accountability: Strengthen checks 
and balances between rule setting 
and standard setting, competition, 
and participation to improve efficiency
and accountability

This section suggests ways to improve stakehold-
ers’ opportunities for choice (competition) and
voice (participation).

Increase use of competition. Contracting increas-
es the efficiency of service delivery, but only
under the following conditions (Keefer 1998):

• Procurement procedures for contracting 
for goods and services are not corrupt.
Government officials who use corrupt pro-
curement procedures will not press for high
quality and low cost provision of services and
are unlikely to share with the government
any cost savings that do emerge.

• Officials do not use the procurement of goods
and services to gain the support of public
sector workers. Those who do are likely to
oppose any reform that jeopardizes the status
of these workers.

• The government knows the costs of public
provision. If the government does not know
what it costs to provide the good or service
within the public sector, it cannot adequately
assess bids from private providers to deter-
mine whether contracting would save money.
This ignorance is particularly costly when 
private competition is limited.47

• Legal standards and judicial processes for
resolving commercial disputes are in place.

• There are enough private firms providing a
service or good to sustain competition.

• The government is able to monitor contracts,
especially the quality of service provision.
Competition and a focus on less complex 
services can substitute for significant 
performance auditing capacity.

As noted earlier, many of these conditions are not
in place in ECA countries. For example, the budget
officers of education ministries or municipalities
are not trained to estimate the costs of public
provision. These realities argue for piloting con-
tracting with very simple services and for a focus
on getting required conditions in place.

Encourage school choice by capitation financing.
Conditions needed for successful choice systems
include the following: 

• Meeting individuals‘ different preferences
should not violate national interests in 
building human capital and social cohesion.
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Box 5.1

DECOMPRESSING CIVIL SERVICE WAGES IN GEORGIA

In 1997–98 Georgia began classifying teachers into four categories on grounds of their measured professional
competence. The four categories are linked to differences in salary; those in the highest category make twice
the monthly salary of those in the lowest. These new salary scales and the extension of the salary range that
they represent were part of a public administration reform to decompress the salaries of public sector employ-
ees and to reward employees on the basis of their performance (World Bank 1998b).

47 Because it has the capacity to evaluate costs, the U.S. Air Force was able to conclude that contracting out engine repair to
a major aircraft manufacturer would not save $4.7 billion, as the private vendor contended, but would cost the Air Force
$1.3 billion. (See U.S. General Accounting Office 1997.)
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• Families should be motivated to shop aggres-
sively for schools that meet their preferences.

• Families should be well informed about 
the quality of education offered by 
different schools.

• There should be many suppliers of the service
competing or able to gain easy access to 
the market.

• The service should be purchased frequently
enough that users (or networks to which they
belong) can learn by experience (Allen and
others 1989).

As with contracting, few of the conditions for
effective choice are in place in most ECA coun-
tries. Central ministries do not necessarily have
the regulatory and standard-setting structures to
protect national interests—for example, social
cohesion. Families lack objective information on
the quality of individual schools that they can 
use to inform their choices. Again, these realities
argue for focusing first on getting important 
conditions in place. 

Expand voice in the management of the sector. As
observed earlier, rural families have few resources
apart from voice for disciplining service providers.
However, it has been found that citizens with
lower incomes and less education are less apt to
use voice, and rural citizens are apt to be poorer
and less well educated than urban citizens. In
these cases external agents, such as nongovern-
mental organizations (NGOs), can be used to
mobilize the local public to demand and monitor
better service delivery (Paul 1991). 

A number of strategies can increase the avenues
for voice. These include conducting social 
assessments that capture the perspectives of 
beneficiaries and users. Other avenues are parent-
teacher councils with decisionmaking powers,
employer-trainer councils with decisionmaking
powers, report cards on the performance of each
school, and client surveys to assess citizens‘ per-

ceptions of educational services and of corruption
in the sector. Countries such as Albania, Georgia,
Latvia, and Ukraine, for example, have conducted
citizen surveys to identify corruption in various
sectors, including education, thus beginning to
establish a public demand for accountability and
transparency in the education sector. 
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CHAPTER SIX

THE ROLE OF THE WORLD BANK

Summary

The role of the Bank’s ECA education sector is 
to help ECA governments solve the problems with
their education systems that were elaborated in
chapters 1 to 5. A country’s will to change is a key
determinant of lending success. Whatever the need,
the Bank should not lend to countries resistant to
change in the education sector. For such countries,
the ECA education sector will limit its activities to
nonlending services that can help these countries
benchmark their education systems against those
of other countries. Countries low on need will be
tapped to act as benchmark countries. 

Lending to the education sector in ECA will be
based on six principles.

• The Bank will help clients achieve the five
development objectives of this paper.

• No level of education is out of bounds for
lending as long as lending at a given level pro-
motes rationalization of the whole system. 

• Lending will start where clients are and build
from there. 

• The Bank will not lend for humanitarian emer-
gencies but will lend in postconflict and post-
disaster situations.

• The Bank will only lend for infrastructure in
the context of supporting policy change. 

• Lending will reflect the Bank’s comparative
advantage, relative to its partners. 

Lending to the ECA education sector has higher
than average risks because of volatile fiscal, legal,
and policy conditions and the Bank’s limited 
experience with ECA education systems. 

The Bank’s business strategy in ECA education is
about changing concepts, rules of the game, incen-

tives, and capacities. To accomplish these ends, 
the Bank’s education sector is working with other
teams and sectors in the Bank to realize payoffs
from coordinated activities, such as establishing
medium-term expenditure frameworks. 

The role of the World Bank in the ECA education
sector is to use its services to help ECA govern-
ments mitigate the problems in the region 
elaborated in chapters 1 to 5. 

How Will the Bank’s Education 
Sector Set Priorities for Lending and
Nonlending Services?

The Bank’s business opportunities in the education
sector emerge out of the interaction of each
country’s need for change and its propensity to
change. Countries differ more in their will to
change than in their need to change. They differ
markedly in their recognition of the issues dis-
cussed in this strategy paper and their will to
deal with them. 

Analyses of Bank investments across time and
sectors show that a country’s will to change is
one of the two key determinants of lending suc-
cess, the other being institutional capacity. Thus,
whatever the need, the Bank has no business 
in countries that are resistant to change in the
education sector. The fact that often the need is
greatest where the will is least is painful but does
not change the reality of the preconditions for
lending success. This reality implies the priorities
for intervention shown in table 6.1. The general
rule is to analyze comprehensively but 
lend selectively.

The sector’s lending and nonlending services will
be concentrated in type I and type III countries.
As pointed out below, any categorization of coun-
tries by cells in table 6.1 has to be understood as
dynamic. Countries move among the categories
over time and depending on the education issue. 
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A country is not one type for all dimensions of
the sector. Experience with assessing a country’s
will to change shows that will is component-
specific. A country may be type III relative to
one domain or one level of education but type I
relative to another. The government may be com-
pletely unwilling to introduce efficiency and cost
recovery measures but very interested in building
capacity to assess students’ learning outcomes. It
may be willing to modernize its vocational/tech-
nical training system but unwilling to disturb its
university system.

A country is not one type for all seasons. Type I
countries can shift to type III, and vice versa.
The first reality (I ‘III) implies the need to manage
risk (see below). The second reality (III ‘ I)
implies the need for the Bank to be ready to con-
struct an intelligent lending response quickly. This
means having up to date knowledge about the
country in the form of Bank-financed sector work,
public expenditure reviews, poverty assessments,
and studies financed by other organizations, 
such as UNICEF, the OECD, and the Asian
Development Bank. 

Lending to type I countries is noncontentious.
Perhaps the greatest contribution that the Bank
can make to type I countries is to challenge the
public policy goals of the changes that they want
to make. Although these countries are trying to
improve, they understandably often seize on

reforms that fit pretransition habits, such as reg-
ulating higher education. Ministries do not always
think through what they expect an initiative to
achieve or the conditions required for its success.
For example, the concept of vouchers is popular
with ministries of finance, but they usually have
not determined what they expect vouchers to
achieve or the conditions required for achieving
those policy goals. Their objective may be to use
vouchers to create the competitive conditions
that will improve educational quality. However,
the usual absence of interpretable information in
ECA countries about the learning produced by the
school means that customers (parents) have no
way of choosing among schools on the basis of
quality. Similarly, ministries of finance have usu-
ally not considered whether alternatives such as
capitation financing might achieve the same
result as vouchers but at less cost.

The type II cell is probably an empty set in the
region for most dimensions of the sector. Today’s
rapid changes in the political, economic, and
social contexts for education mean that no educa-
tion system in any region stays long in the type
II or IV categories.48 Where an ECA country falls
into the type II category for a major dimension of
the system, the role of the Bank is to monitor
that the country is not undoing what were satis-
factory solutions.
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Propensity to change
Need to change High Low

High Type I Type II
Lending services Nonlending services

Low Type III Type IV
Limited lending and These are benchmark countries. 
nonlending services Use nonlending services for them 

to help other countries in region

Source:  Author’s compilation.

Table 6.1   Priorities for Bank Intervention

48 For example, Western education systems now strongly need to change in response to the economic implications of globaliza-
tion and, in the context of the increasing democratization of institutions, pressures for decentralizing decisionmaking.
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The Bank has a responsibility toward type III 
countries. In some ways type III countries present
the greatest challenge to the Bank. The Bank’s
emphasis on being demand driven, not supply 
driven, might seem to imply doing nothing with
regard to type III countries. Certainly lending is
ill-advised. However, nonlending services orga-
nized to help a country compare (benchmark) its
education system with that of other countries
seem indicated. ECA countries were isolated for
decades. This isolation insulated policymakers’
concepts and perspectives from the questions
inevitably raised by opportunities to compare 
and benchmark.49

Today the mental constructs within which policy-
makers view their education systems still tend to
reflect pretransition values and standards. The
lack of market-based prices meant that there was
no basis for concepts of efficiency. Educational
quality was defined academically as it was in
sports: via Olympiads, where a few were nurtured
to win, and winning by a few placed the seal of
quality on the whole system. Although fairness
was a concept during the communist era, it was
based on ideological views of the relationships
between economic classes. Its connection to
human capital, market economies, and intergener-
ational poverty was neither relevant nor 
well understood. 

A tradition of cradle-to-grave care by the state
did not prepare policymakers and citizens for dis-
tinctions between public versus private finance 
or for limits on public finance and on the services
that could be publicly supported. Thus, severe
limits on public budgets have mistakenly been
construed as temporary fiscal crises. 

In many countries governance of the sector has
changed. However, it is still dominated by gov-
ernment, with inadequate counterweights in the
form of competition (choice) and participation

(voice). The allocation of functions to different
levels of government has not been coherent, and
bureaucrats and policymakers in the ministries of
education of many countries have little idea what
modern public management looks like.

The Bank is a development institution. One of its
jobs is to ensure that policymakers bring more
realistic premises and information to the decisions
that they make about their education systems. In
the context of nonlending services, the dialogue
between government and the Bank can alter a
government’s perspectives, causing it to move
from a type III to a type I country. The Bank’s
primary job in type III countries is to multiply
chances for policymakers to benchmark and com-
pare their education systems against those of
others. Scattershot comparisons will not buy
much; there has to be a strategy based on concepts
of adult learning. 

One part of the strategy consists of creating
opportunities for stakeholders to see what “good”
looks like.50 These are similar to apprenticeships,
with chances to create a mental model of a good
outcome. A long-term strategy for accomplishing
this objective is to use mechanisms such as joint
Japan–World Bank graduate scholarships to create
a cadre of education policymakers for the future.
Shorter-term strategies include:

• Study tours to ECA and non-ECA countries
that are further advanced in improving a 
particular function or level of education

• Courses on education for clients, now being
piloted by the World Bank Institute

• Small working seminars, in partnership with
European bilaterals, the Open Society
Institute, and ministers of education with
special credibility to ECA ministers of education 

• Miniseminars given by mission consultants
• Dissemination of in-country good practices
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domination and to the fact that prior to the communist takeover after World War II, these countries functioned within
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50 In this context stakeholders include not just the ministry of education but also ministries of finance, labor, and public
administration, and teachers’ unions.
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The second part of the strategy is to gather the
necessary information on the sector’s performance
to allow actors in individual countries to make
policy decisions. This means Bank-financed sector
work, country economic memoranda, public
expenditure reviews, social assessments, and
poverty assessments. It means working with
countries to create databases of important infor-
mation needed by management—for example,
school mapping databases. It means encouraging
countries to participate in international efforts to
collect comparative data, such as the following:  

• The OECD’s Indicators of Education Systems
(INES) project. This project has developed a
tested framework for defining variables, col-
lecting data, and analyzing data on education
systems. Indicators include comparisons of
public and private costs of education and
inputs (e.g., student/teacher ratios, teach-
ing/nonteaching staff ratios, teachers’
instructional time, and annual instructional
time). These indicators allow policymakers 
in participating countries to compare the
efficiency with which they use inputs with
that of other nations. Even if ministries of
education are not interested in these data,
ministries of finance usually are.

• Third International Mathematics and Science
Study (TIMSS and TIMSS-Replication). In the
first round of TIMSS, nine ECA countries 
participated in learning assessments for 13
year olds. Twelve ECA countries are partici-
pating in the second round, which includes
40 countries from different regions of the
world. This ambitious international study has
three main components: 

(a) Assessments of students’ learning in
mathematics and science at ages 9
and 13 and for the final year of 
secondary school 

(b) Analyses of the characteristics of
mathematics and science curricula,
such as content, content sequencing,
and performance expectations, in 48
countries 

(c) Analyses of videotapes of teaching
practice in three countries. 

• International Association for the Evaluation 
of Educational Achievement (IEA) Civics
Education Study. The CIVICS Study will evalu-
ate the civic and political knowledge of 14
year olds in 28 countries. It will use 38 cog-
nitive items developed by expert panels from
the participating countries. The study also
includes student, teacher, and school ques-
tionnaires that tap concepts, actions, and
attitudes having to do with democracy,
national identity, social cohesion and diversity,
economics, the media, and environmental
protection. 

• Progress in Reading Literacy Study (PIRLS).
This IEA program will assess reading literacy
at the fourth grade. In contrast to an earlier
IEA reading literacy study that employed a
somewhat narrow concept of literacy, PIRLS
will build on the reading literacy framework
of PISA (see below), an assessment targeted
at 15 year olds. 

• Program for International Student Assessment
(PISA). This is planned as an on-going OECD
program to monitor the learning achieve-
ments of students in reading, mathematics,
and science. It focuses on all 15 year olds 
in a country, including those in work-based
programs. The test items of PISA reflect key
skills that young adults should have mastered
to participate fully in their societies and
economies. It will be administered on a
three-year cycle, starting in 2000. Although
each administration will include all three
domains, it will focus on one of the three,
reading being the focus for the first adminis-
tration. The Czech Republic, Hungary, and
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Poland will participate as members of the
OECD in the first round. Countries other than
OECD countries may participate, but so far
Russia is the only non-OECD country in ECA
that is doing so. 

• OECD Problem Solving Project. Network A 
of the OECD’s INES project is planning an
assessment of students’ problem-solving
capacities. After developing and testing
items, this instrument will be incorporated
into the PISA.

• International Adult Literacy Study (IALS).
Whereas the TIMSS was constructed around
the common denominator of the national 
curricula of participating countries, the IALS
measures the information-processing and
interpretive abilities of 16–65 year old adults
in real-world work and consumer problems.
Four ECA countries have  participated in the
first and second rounds of the IALS.

• International Life Skills Survey (ILSS). The
ILSS, an OECD survey, builds on the IALS but
is designed to assess a broader range of skills
among adults in OECD countries than the
IALS does. These skills include prose literacy
and document literacy, numeracy, problem
solving, teamwork, practical cognition, and
computer familiarity. These skill areas will be
assessed through direct performance or
through behavioral reports. A full pilot survey
is scheduled for 2001 and the main survey 
for 2002.

Having good comparative data is not the same as
internalizing, reflecting on, or using the results.
Policymakers in type III countries have to “own”
any comparative data collection exercise that
they enter if they are to change their premises
about their country’s education system. Where
possible, policymakers should be encouraged to
help design items. At the least, they should 
participate in international policy and training
sessions surrounding the exercise.

Type IV countries can serve as benchmarks for type
III countries. Type IV (and probably type II)
countries have gotten much right or are in the
process of doing so. As countries within the
region, they have a special credibility with their
neighbors. With almost a decade of active reform
behind them, type I countries, such as Hungary,
Romania, and Slovenia, are increasingly assuming
the role of type IV countries in the sense of
becoming benchmarks for the sector in the ECA
region. Where possible, the Bank should work
with these countries through nonlending services
to expand the perspectives of policymakers in
type III countries. In the context of lending ser-
vices, the Bank should finance type I countries to
allow them to use type IV countries for support
and guidance. For example, when Albania’s
Ministry of Education and Sciences prepared its
strategy for improving the sector, policymakers
within the ministry visited their counterparts in
Romania to evaluate a range of reforms undertak-
en by that country. 

What Should the Bank Lend for—
and Not Lend for?

Sectoral decisions to lend will be based on several
criteria, starting with the five priorities for Bank
lending identified in this document:

• Realign education systems with market
economies and open societies.

• Combat poverty through educational fairness.
• Finance efforts to improve sustainability,

quality, and fairness in education systems.
• Spend resources more efficiently.
• Reorient governance, management, 

and accountability.

This book specifies the interconnections among
these priorities that must be protected. For exam-
ple, countries should reform the financing of their
systems or their upper secondary curricula in ways
that protect the access of all children and young
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adults to education. Fundamental conditions have
to be in place for these priorities to be properly
pursued through Bank lending. For example,
involving the private sector in the provision of
educational services and products has to be done
in ways that do not simply shift the lack of
accountability from the state to markets.

No level of education is out of bounds for lending
as long as lending at a given level promotes ratio-
nalization of the whole system. All levels, from
preschool to higher education, are potentially 
eligible for lending if lending at that level can
leverage rationalization of the system. Relative 
to comparators, virtually all countries allocate
resources inefficiently; a few countries allocate
too little to education (Georgia, Armenia, and,
recently, Albania), some allocate too much
(Belarus and Moldova), and some misallocate 
by level (e.g., Albania’s high unit costs at the
tertiary level). Adjustment lending and public
expenditure reviews are better mechanisms for
dealing with intersectoral misallocations.
However, lending by educational level gives lever-
age over inefficiencies and misallocations at a
given level, potentially freeing up resources for
levels that are underfunded. 

The type of lending will differ by level because
the role of government should vary by level. For
some levels, such as higher education or voca-
tional/technical education, government should
progressively reduce its provision and financing
roles in favor of the private sector. For these 
levels, Bank lending should be focused on helping
governments and the private sector create frame-
works for private sector or mixed public-private
sector provision and financing. These frameworks
should address problems of governance, standards
for provision, financing, fiscal sustainability and
efficiency, management, equity, and accountability
of providers to customers. 

As long as lending is consistent with the Bank’s
broad priorities for the sector, lending will start
where the client is and build from there. Often,
lending cannot start with the Bank’s highest 
priorities for the sector until clients themselves
recognize the need. For example, several countries
in the region, especially in the FSU, exhibit egre-
gious problems of public sector management and
accountability. However, not only may these 
problems be attacked better in a public sector
reform program than in sector lending, but they
may be among the last problems that the clients
become aware of. They are not visible in the way
that decaying infrastructure is. If they are to be
perceived, clients need to understand what, for
many, are still alien concepts of the role of the
state and performance standards for the public
sector. Starting with familiar and visible problems,
such as reforming curriculum and textbooks, cre-
ates an environment for moving to conceptually
and politically tougher problems.

The sector should not get involved in lending for
humanitarian emergencies. It should, however, be
active in postconflict and postdisaster periods.
The Bank’s mandate precludes providing the
immediate help needed in humanitarian emergen-
cies, and the Bank’s processes are too slow to
provide emergency assistance. The Bank, never-
theless, can help stabilize the economies of coun-
tries that border conflict areas and that absorb
and provide services for refugees, as was done
Albania.51 As in Bosnia-Herzegovina, the Bank can
cooperate with other international agencies and
bilateral donors in rebuilding after wars and nat-
ural disasters. 

Wars and natural disasters spotlight factors that
precipitate conflict or magnify the effects of a
natural disaster. For example, a conflict based on
the flaring of ethnic hatreds may reflect the fact
that the dominant ethnic group used the society’s
institutions, including its textbooks, to denigrate
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ethnic minorities. An analysis of the devastating
earthquake in Turkey showed that Turkey’s lax
construction standards (or their lax enforcement)
jeopardized the structural integrity of buildings,
including schools, in earthquakes. The period that
immediately follows a conflict or a disaster pro-
vides a rare window of opportunity for new policy
precedents. The Bank should be at the table to
support the development of better rules and 
better enforcement of them.

Except in situations of natural disasters or wars
that destroy large numbers of schools, the sector
should not lend just for infrastructure. The Bank’s
limited project preparation and supervision bud-
gets should be used primarily to achieve policy
changes in the education systems of the region.
Lending for infrastructure can be part of the
package, either to support policy change (e.g.,
consolidating schools to improve the sector’s 
efficiency or institutionalizing cost-effective
school design and construction standards) or as 
a “carrot” to achieve policy change. 

Lending should reflect the comparative advantages
of the Bank, relative to those of its partners. The
principle of working with partners is sensible and
positive. Limited numbers of donors and lenders
operates in the ECA region, and the Asian
Development Bank is active in Central Asia. A
number of partners are anxious to guide the 
Bank in Southeast Europe and the Balkans, but
they bring limited financing. The Soros
Foundation/Open Society Institute is active in
most countries, but except in a few countries
such as Albania, the scale of its programs is
small. The European Training Foundation (ETF) is
represented in most countries, but on a small
financial scale. The European Union’s Phare and
Tacis programs have refocused their lending on EU
accession issues. UNICEF and the United Nations
Development Programme (UNDP) have small and
infrequent programs. Bilaterals tend to have very
limited interests. However, the Bank and bilater-

als have cooperated in using their nationals 
as task team consultants paid by country 
trust funds.

The five priorities specified in this book were
selected in part because they represent the Bank’s
comparative advantages relative to those of its
partners. However, there has been a tendency for
the Bank, and not just in the education sector, to
slip inadvertently into taking on activities that our
partners conduct more effectively than we can. 

For example, the Bank has neither the experience
nor the staff to deal effectively with handicapped
children. Taking on issues better handled by others
detracts from the Bank’s ability to focus on areas
in which its strengths lie. It also sows the seeds
of resentment. Our partners have had long experi-
ence with certain issues and will see the Bank’s
(often clumsy) entry into these domains as an
attempt to establish the Bank’s hegemony.
Learning and innovation loans are the types of
interventions that might be better financed and
implemented by partners, and these need to be
carefully scrutinized early in the project prepara-
tion cycle. Thus, one task in working with partners
is to straighten out each institution’s comparative
advantages in a given country and to respect
these in a disciplined way. The Bank is uniquely
suited to introduce issues otherwise best handled
by our partners into its policy dialogues with gov-
ernments, especially with ministers of education
and finance. In discussions with national govern-
ments, the Bank can help partners who have run
successful pilot programs scale these up into
national strategies. It can work with partners to
help governments develop realistic change strate-
gies and to integrate the actions of partners and
the Bank around these strategies. However, the
Bank should not finance and implement particular
activities that its partners conduct better than 
it can.
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How Will the Sector Handle 
Lending Risk?

The ECA region and its education sector both
have higher than average risks because of a fiscal,
legal, and policy environment more unpredictable
and volatile than that of most regions. A Bank-
financed survey of the private sector found that
ECA was the worst or among the worst regions in
the world in terms of the policy and regulatory
stability conducive to effective investments
(Brunetti, Kisunko, and Weder 1997).52

Respondents noted unpredictable changes in laws
and policies, with the unpredictability getting
worse over the last decade, and constitutional
changes of government that produce large
changes in rules and regulations.

The region is afflicted by civil wars among ethnic
groups that delay or derail projects. The commu-
nist regime papered over unresolved ethnic 
conflicts that are now re-emerging, the Balkans
being the most visible example.

Except in a few countries such as Bosnia-
Herzegovina, Hungary, Romania, and Turkey, the
Bank’s education sector has done little lending in
the region, even when secondary and adult training
projects are included. (See table 6.2.) Thus, the
Bank has few lessons of experience on which to
draw. Most current education projects are with
first-time borrowers. Both parties (Bank and 
borrower) have misconceptions and inappropriate
expectations of each other. The resulting commu-
nication problems, which are typical of new 
relationships, can be corrected, but often messily.

The Bank’s ECA education sector is using several
strategies for managing the risks:

• Base project or program lending on good
knowledge about the sector. By virtue of the
criteria that it uses to assess the quality of
Bank projects at entry, the Bank’s Quality

Assurance Group (QAG) recognizes the impor-
tance of a base of sector knowledge. Projects
based on little sector knowledge suffer rather
obviously—for example, from inadequate
identification of project risks, or designs
whose implementation is problematic. There
will always be extraordinary cases where
interventions cannot wait for a solid base 
of sector knowledge. However, in general,
decisions by country managers to intervene
should be based on reasonable knowledge
about the sector. In ECA education lending
has often occurred without sector work, or
the sector work has been conducted concur-
rently with project preparation. Both cases
encouraged shallow policy dialogue and 
priority-setting with governments and have
encouraged “cookie cutter” project designs. 

• Work closely with the country director and
country team to put “reinforcing” lending in
place. Sector-specific lending is more apt to
succeed if it is coordinated with cross-sectoral
interventions that create incentives for a line
ministry to implement a sector loan. For
example, the objective of a new loan to
Albania is to improve the management of the
education sector. A second loan and extension
of nonlending services reinforce the goals of
the education project. A civil service reform
loan focuses on conditions for better sectoral
management: stabilizing and improving the
quality of the civil service and strengthening
the core functions of the ministries, such as
policy analysis and planning, financial man-
agement, and human resource management.
In concert with the Bank’s nonlending ser-
vices, the Ministry of Finance has started
medium-term expenditure framework exercises
that reward realistic planning, costing, and
performance monitoring. 

• Design around political risks during project
preparation, using political mapping and
stakeholder and institutional analyses. A well
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Education and training components 
Education/training Projects in noneducation projects

In Pipeline In Pipeline 
Country Closed $M portfolio $M FY $ M Closed $ M portfolio $ M FY $ M

Albania 1 9.6 1 12.0 1 5.0
(FY00)
1 5.0
(FY01)

Armenia 1 15.0
Azerbaijan 1 5.0 1 3.5
Belarus
Bosnia 1 5.0 1 11.0 1 10.0 2 5.6

(FY00)

Bulgaria 1 30.0
(FY00)

Croatia
Czech Republic
Estonia
FYR Macedonia 1 5.0 1 25.0

(FY01)

Georgia 1 15.0
(FY00)

Hungary 2 186.4 3 108.8
Kazakhstan 1 14.5
Kyrgyz Rep.
Latvia 1 31.1 1 30.0 1 5.0

(FY02) (FY00) 5.0
Lithuania 1 TBD

(FY00)

Moldova 1 21.8
Poland 1 70.0 1 43.0 1 50.0

(FY02) (FY00)

Romania 3 170.0 1 15.0
Russian Fed. 2 111.0 1 50.0 1 60.0

(FY01)

Slovak Rep.
Slovenia
Tajikistan 1 5.0
Turkey 5 350.0 2 390.2 1 100.0 2 35.0

(FY00–01)
3 650.0
(FY01)

Turkmenistan
Ukraine
Uzbekistan
Total 7 364.6 16 951.5 14 997.0 4 113.8 9 176.6 2 55.0

Source:  Author’s compilation based on SAP (Systems, Application, and Products).

Table 6.2   Education Lending in the ECA Region (FY84–FY02): Closed, 
Portfolio, and Pipeline
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prepared project takes into account analyses
of whether the players who have to take the
actions required to reach the project’s objec-
tives have the incentives to do so. Political
mapping, stakeholder analyses, and institu-
tional analyses are the types of instruments
that can be used to evaluate the incentives
that key players bring to the project. 

• Encourage borrowers to manage the political
economy of change by building a broad con-
sensus. In addition to broad consultation and
consensus building by the Bank with govern-
ment, the Bank can help borrowers alter the
political risks themselves. There is growing
experience with, and knowledge about, how
to build a broad consensus for change.
Devices include consultation, inclusion of
stakeholders in major decisions such as goal
setting, social marketing, and publication of
credible data on the sector.

• With new borrowers, pursue modest reform
objectives.

• Use learning and innovation loans (LILs) in
new relationships. These loans let the Bank
begin with a low-key relationship with new
borrowers, giving both sides a chance to
learn about each other before “going national”
or taking on problems that require higher lev-
els of trust and communication. The danger is
that the LIL may become a "foot in the door"
instrument that does not honor its intended
purpose of experimentation, piloting, and
innovation. Its intent has to be respected. As
long as it a LIL is organized around its true
purpose , it is a good way to start relation-
ships with new borrowers.

• Use adaptable program lending (APLs). This
instrument allows flexibility and thus helps
the Bank manage political and other risks.
APLs let the borrower and Bank adjust the
pace to take account of unforeseen changes.
The triggers for moving to the next lending
phase must incorporate the conditions

required for ultimate project success. If these
triggers are properly constructed, the Bank
can terminate the project in the face of
unacceptable changes in the project’s political
environment. Given the fact that so many
borrowers are new borrowers, APLs generally
should start small and ramp up over time.

• Encourage proactive supervision. Proactive
supervision is key to managing risk. Projects
can be rerouted to reach the same destination
(midcourse corrections). The destination can
be changed (restructuring). And the project
can be canceled if the conditions for progress
have deteriorated. (See the following discus-
sion of exit strategies.)

• If all else fails, resort to exit strategies. In 
the context of the logical framework, project
preparation should include a careful analysis
of the conditions required to realize the 
project’s development objectives. This analysis
should identify the “killer” assumptions—
those that, if not met, result in a failed or
derailed project. Even if the project is not
under APL, the project appraisal document
should be clear about the triggers for cancel-
lation. This up-front analysis of those
changes in the project that would nullify its
objectives can help prevent a slide into what
might be, in effect, a different project of
dubious value. 

The Way Forward

The Bank’s development objectives for the region
and their implications for country strategies indi-
cate that the Bank’s strategy is less about building
schools than about changing concepts, expecta-
tions, rules of the game, incentives, and capacities.
This puts a premium on fielding a staff of high
quality and sustained commitment.

The Bank’s ECA education sector starts from a 
singular position. The quality of the portfolio is
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acceptable, but as table 6.2 showed, education
lending in the region has been limited and is
mostly recent, and the professional staff has been
small. Except for a handful of countries, such as
Hungary and Romania, the Bank’s sector knowl-
edge based on studies focused only on education

is very thin. (See table 6.3.) A larger number of
economic and social sector studies, such as
poverty assessments, have included education,
but they often pay only glancing attention to the
education sector. 

EUROPE AND CENTRAL ASIAN REGION

Contribution to other economic/ sector 
Studies work and poverty assessments

Country Closed Underway Planned Closed Underway Planned 

Albania 1 (FY00) 1 (FY97)
Armenia 1 (FY96)
Azerbaijan 1 (FY97)
Belarus
Bosnia 1 (FY99)
Bulgaria 1 (FY94) 1 (FY99)
Croatia 1 (FY00) 1 (FY00)
Czech Republic 1 (FY91) 1 (FY00) 

1 (FY99)
Estonia
FYR Macedonia 1 (FY99) 1 (FY00) 
Georgia 1 (FY98) 1 (FY96)

1 (FY99)
Hungary 1 (FY91) 1 (FY01) 1 (FY91)

1 (FY96)
Kazakhstan 1 (FY94)

1 (FY96)
Kyrgyz Republic 1 (FY93)

1(FY95)
Latvia
Lithuania
Moldova 1 (FY00) 
Poland 1 (FY93) 1 (FY00) 1 (FY92) 2 (FY00)

1 (FY98)
Romania 1 (FY95) 1 (FY99) 1 (FY92) 1 (FY00)

2 (FY97)
Russian Federation 1 (FY95) 1 (FY00) 1 (FY96) 1 (FY01)

1 (FY99)
Slovak Republic 1 (FY99)
Slovenia
Tajikistan
Turkey 1 (FY91) 1 (FY99)
Turkmenistan
Ukraine 1 (FY95) 1 (FY93)

1 (FY95)
1 (FY99)

Uzbekistan 1 (FY99)
ECA Region 1 (FY99) 1 (FY96) 1 (FY00)

1 (FY00)

Totals 10 6 2 22 5

Source: Author’s compilation based on SAP (Systems, Application, and Products).

Table 6.3   Education Sector Work in the ECA Region (FY91–FY00)



108 THE WORLD BANK

Ensuring quality

The five priorities identified in this document
imply the need for well trained social scientists
(political scientists, economists, sociologists, and
cognitive scientists) who are experienced in edu-
cation. ECA education problems are not narrowly
educational in nature; they are heavily entangled
with political economy issues, financing problems,
institutional and organizational issues, and prob-
lems of learning by policymakers and stakeholders.

To ensure a staff of high quality, the sector is
adjusting skill mix and the number of staff. For
example, it has added sociological capacity to
guide the sector’s work on social assessments and
stakeholder participation. It is constructing a
strong core team for each country, consisting of
an education specialist, an education economist,
an operations specialist, and a team assistant.
Since field staff now report to the sector, they are
being integrated into core teams. The sector is
trying to minimize staff discontinuities within
these teams and is starting thematic reviews by
external panels. 

Recent findings of the Quality Assurance Group
(QAG) have shown that the quality of the tradi-
tional peer reviewer process is seriously uneven.
The sector is rethinking this process with an eye
to strengthening it by encouraging each team
preparing a project or conducting sector work to
convene a mock QAG review (a quality enhance-
ment review) to critique the quality of the work
according to QAG criteria.

Regional sector work to fill 
knowledge gaps

Preparation of this report revealed important
holes in our regional knowledge of the sector. 

Several studies are needed. For example:

• Using the five themes discussed in this book,
conduct detailed analyses of the tertiary level
of education. 

• Using the five themes, conduct detailed
analyses of vocational/technical education 
at secondary and postsecondary levels.

• By sampling countries, assess the provision
of preschool. What types of services are
being provided, for which subpopulations,
and with what apparent effects on children’s
learning and behaviors in the primary grades?

• In collaboration with UNICEF, expand the
TransMONEE database on the sector to
include additional policy-relevant variables
such as allocation of finances among levels
of education.

• Using methodologies developed in the TIMSS,
assess the contribution of curricular structure
and the organization of teaching and learning
to the poor performance of some ECA countries
on the IALS.

• In the context of a broader study of 
intergovernmental fiscal relations, analyze
the consequences of these relations for the
provision of educational services.

• By sampling countries and schools, assess
resource allocation at the school level.

• To improve the Bank’s work on poverty, 
conduct studies that illuminate (1) the two-
way causality between low education and low
income; (2) the special educational needs of
the poor; and (3) the consequences of the
recommendations in this document for 
serving the poor.

• By synthesizing the results of corruption 
surveys, build a picture of the types and
extent of corruption in the education sector. 

• By sampling countries, build a picture of
informal payments by parents for education
as a percentage of household per capita
expenditure (in process).
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• By sampling countries, conduct studies of the
teaching labor force to assess patterns of
human resource policies governing teachers
and to measure whether processes of adverse
selection have set in. 

• By sampling countries, build a picture of
school attendance rates, as distinguished
from school enrollment rates.

Reflecting intersectoral considerations

The reorganization of the World Bank established
the mechanism of the country team. The country
team is a forum for working out intersectoral 
priority-setting in lending and economic sector
work. In the country team context the Bank’s ECA
education team should exploit relevant intersec-
toral opportunities. 

The sector already prepares education components
for rural development, labor market, and social
protection projects. The Bank’s ECA education
sector is also working with public administration
members of country teams to improve the public
management of the sector in the context of
broader public sector or civil service reforms.

The sector needs to be involved in decentralization
and tax reform projects, as these affect the
financing of education. It needs to be involved 
in civil service reform projects to help rationalize
the staffing and functioning of the sector. It
should work more closely with the IMF and with
Bank economists in preparing structural adjust-
ment credits and loans and poverty reduction
strategy programs to ensure that conditionalities
and policy goals fit educational realities. Since
education usually absorbs a large share of the
public budget, the sector needs to participate in
public expenditure reviews (PERs). Poverty rates
and levels of human capital are closely related,
and the sector needs to collaborate on country
economic memoranda (CEMs), poverty assess-
ments, and poverty reduction strategy programs. 

The sector should use vehicles such as PERs to
strengthen the dialogue between ministries of
finance and of education. Ministries of finance
need to discard their unhelpful distinctions
between the productive (revenue-producing) and
nonproductive (non-revenue-producing) sectors.
Prior to the transition, education was defined as
an unproductive sector, a distinction that persists
and that makes ministries of finance reluctant to
borrow for the sector. Education ministries must
understand the need for fiscally responsible man-
agement of the sector. A better dialogue can lay
the groundwork for a badly needed rationalization
of the sector’s financing, for improved efficiency,
and for appropriate investments in the sector.

Managing the portfolio

The education sector is entering a new phase. The
portfolio is growing, but many of these new pro-
jects are with first-time borrowers. In addition to
the knowledge and communication problems that
new relationships face, many of these borrowers
suffer from fiscal and political volatility, rules of
the game that distort incentives, and weak man-
agerial capacities. For the foreseeable future, the
Bank expects a higher than average percentage of
projects at risk, problem projects, and supervision
costs. As the portfolio builds, the percentage of
staff time used in project preparation will drop
and that used in supervision will increase. 
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Annex Tables

Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic a 10,361 10,333 10,309 10,319 10,330 10,334 10,327 10,315 10,304
Hungary 10,481 10,365 10,346 10,324 10,294 10,261 10,229 10,193 10,155
Poland 37,962 38,111 38,246 38,364 38,461 38,543 38,595 38,624 38,650
Slovak Republic 5,276 5,280 5,284 5,305 5,325 5,346 5,362 5,372 5,383
South-Eastern Europe
Albania 3,234 3,273 3,225 3,179 3,185 3,225 3,266 3,304 —
Bulgaria 8,877 8,718 8,632 8,540 8,472 8,444 8,406 8,363 8,312
Romania a 23,161 23,202 23,002 22,795 22,763 22,730 22,684 22,619 22,554
Former Yugoslavia
Bosnia-Herzegovina b 4,457 4,498 2,259 — — — — 2,254 2,346
Croatia c 4,767 4,778 4,783 4,780 4,778 4,777 4,635 4,533 —
FYR Macedonia a d 2,111 2,095 2,115 — — 1,947 1,966 1,983 1,997
FR Yugoslavia a 10,473 10,529 10,496 10,452 10,486 10,519 10,552 10,581 10,604
Slovenia a e 1,996 1,998 1,999 1,996 1,992 1,989 1,990 1,989 1,986
Baltic States
Estonia a 1,569 1,571 1,566 1,544 1,517 1,499 1,484 1,469 1,458
Latvia 2,670 2,671 2,662 2,632 2,586 2,548 2,516 2,491 2,469
Lithuania 3,692 3,722 3,742 3,742 3,730 3,721 3,715 3,710 3,706
Western CIS
Belarus f 10,182 10,212 10,223 10,265 10,309 10,308 10,281 10,250 10,220
Moldova f 4,347 4,362 4,360 4,351 4,348 4,348 4,339 4,325 4,311
Russian Federation f g 147,342 147,913 148,245 148,310 148,146 147,968 147,774 147,373 146,938
Ukraine f 51,518 51,637 51,746 51,896 51,925 51,667 51,277 50,859 50,442
Caucasus states
Armenia i 3,485 3,545 3,612 3,686 3,731 3,747 3,760 3,774 3,786
Azerbaijan a 7,068 7,117 7,175 7,266 7,333 7,392 7,444 7,488 7,536
Georgia a 5,407 5,418 5,421 5,412 5,398 5,383 5,374 5,377 5,388
Central Asian Republics
Kazakhstan 16,249 16,348 16,451 16,518 16,479 16,297 16,066 15,921 15,751
Kyrgyz Republic 4,294 4,362 4,421 4,461 4,450 4,440 4,482 4,543 4,605
Tajikistan 5,178 5,303 5,465 5,571 5,638 5,745 5, 835 5, 927 6, 018
Turkmenistan 3,578 3,657 3,750 3,846 3,948 4,218 4,476 4,561 4,643
Uzbekistan 20,114 20,515 20,958 21,455 21,948 22,377 22,785 23,226 23,656

Turkey h 54,866 56,070 57,049 57,919 58,802 59,699 60,610 61,535 62,866

—   Not available.
Note: Mid-year total de facto/present-in-area population (mid-year calculation based on January population data).

a. De jure. b. 1989–90 estimates as of March 31 cover Bosnia-Herzegovina; 1996 mid-year estimate covers Federation. c. 1991 de jure
census data as of March 31; 1992–95 de jure. d. 1994 census data. e. Until 1992 citizens of the former Yugoslav Republic with perma-
nent residence in the territory of Slovenia; since 1992 inhabitants of  Slovenia with permanent residence. f. 1989 census data. g. Official
mid-year estimate h. 1990 census data (de facto). 1997 census data. Smoothed mid-year population interpolated using continuous growth
rates. 1985 and 1990 census figures from SIS (1994, Table I.7) 1997 census figures from  SIS webpage.

Sources: Based on data from UNICEF-ICDC TransMONEE Database, Council of Europe (various years), CIS StatCommittee (1998a), SIS
(1994, webpage).

Table A1   Total Population  (thousands, mid-year)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 32.6 32.5 32.3 32.3 32.2 32.1 31.9 31.7 31.3
Hungary 30.8 31.0 31.0 30.9 30.8 30.7 30.6 30.4 30.2
Poland 34.5 34.6 34.7 34.8 34.8 34.8 34.8 34.6 34.4
Slovak Republic 36.0 35.9 35.9 35.8 35.7 35.7 35.6 35.4 35.1
South Eastern Europe
Albania 43.8 — — — — — — — —
Bulgaria 30.6 30.4 30.4 30.3 30.2 29.9 29.7 29.4 29.1
Romania 35.3 35.5 35.9 35.9 35.3 34.6 34.0 33.6 33.2
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — —
Croatia — — 29.4 — — — — — —
FYR Macedonia — — — — — 36.5 36.2 35.9 35.6
Slovenia 32.1 31.9 31.5 31.2 30.8 30.5 30.2 29.9 29.4
FR Yugoslavia 33.5 33.4 33.2 33.1 33.0 32.9 32.6 32.4 32.2
Baltic States
Estonia 31.4 31.4 31.6 31.8 31.9 31.9 31.7 31.4 31.0
Latvia 30.6 30.7 30.9 30.9 30.9 31.0 31.0 30.8 30.5
Lithuania 33.0 32.8 32.8 32.9 32.8 32.8 32.7 32.5 32.1
Western CIS
Belarus 32.2 32.3 32.4 32.5 32.7 32.8 32.8 32.7 32.5
Moldova 36.4 36.7 37.1 37.4 37.6 37.8 38.1 38.3 38.6
Russian Federation 31.7 31.8 32.0 32.2 32.4 32.6 32.6 32.4 32.1
Ukraine 30.7 30.9 31.0 31.2 31.3 31.4 31.4 31.3 31.1
Caucasus
Armenia 40.0 40.4 40.2 40.0 40.1 40.3 40.5 40.5 40.2
Azerbaijan 44.9 44.7 44.4 44.1 43.9 43.8 43.8 43.8 43.8
Georgia 35.0 34.6 34.4 34.4 34.5 34.6 34.6 34.2 33.8
Central Asian Republics
Kazakhstan 41.6 41.4 41.4 41.6 41.8 42 42.2 42.3 42.4
Kyrgyz Republic 46.7 47.0 47.3 47.6 48.0 48.5 48.8 49.0 48.8
Tajikistan — — — — — — — — —
Turkmenistan 50.2 50.3 50.3 50.3 50.3 50.5 50.9 51.0 51.0
Uzbekistan — — — — — — — — —

Turkeya a 50.1 49.7 49.3 48.8 48.4 47.9 47.4 47.0 46.5

—   Not available.
Note: Definition of population percentage in title:  number of population in 3–24 age group divided by total population

a. Figures for 1989 and 1990 from SIS (1994, Table I.10); figures for 1994–97 from SIS (1995, Table A5–1), based on a projection
assuming NRR=1.00 in 2005; figures for 1991–93 interpolated.

Sources: Based on UNICEF-ICDC TransMONEE database, SIS (1994, 1995).

Table A2   School Age Population   (percentage of population aged 3–24)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 1.87 1.89 1.86 1.72 1.67 1.44 1.28 1.19 1.17
Hungary 1.78 1.84 1.86 1.77 1.69 1.64 1.57 1.46 1.38
Poland 2.05 2.04 2.05 1.93 1.85 1.80 1.61 1.60 1.50
Slovak Republic 2.08 2.09 2.05 1.98 1.92 1.66 1.52 1.47 1.43
South Eastern Europe
Albania 2.96 3.03 — 2.90 — 2.70 2.64 2.58 —
Bulgaria 1.90 1.81 1.65 1.54 1.45 1.37 1.23 1.24 1.09
Romania 2.20 1.84 1.57 1.52 1.44 1.41 1.34 1.30 1.32
Former Yugoslavia
Bosnia-Herzegovina 1.70 1.70 — 1.60 — — — — —
Croatia 1.63 1.63 1.53 1.48 1.52 1.47 1.58 1.67 1.69
FYR Macedonia 2.09 2.06 2.30 2.18 2.16 2.08 1.97 1.90 —
Slovenia 1.52 1.46 1.42 1.34 1.34 1.32 1.29 1.28 1.25
FR Yugoslavia 2.06 2.08 2.08 1.91 1.91 1.85 1.88 1.83 1.74
Baltic States
Estonia 2.21 2.05 1.79 1.69 1.45 1.37 1.32 1.30 1.24
Latvia 2.05 2.02 1.86 1.73 1.51 1.39 1.25 1.16 1.11
Lithuania 1.98 2.00 1.97 1.89 1.69 1.52 1.49 1.42 1.39
Western CIS
Belarus 2.03 1.91 1.80 1.75 1.61 1.51 1.39 1.31 1.23
Moldova 2.46 2.39 2.26 2.21 2.10 1.95 1.76 1.67 —
Russian Federation 2.01 1.89 1.73 1.55 1.39 1.40 1.34 1.28 1.23
Ukraine 1.92 1.89 1.81 1.72 1.55 1.50 1.40 1.30 1.30
Caucasus states
Armenia 2.61 2.62 2.58 2.35 1.97 1.70 1.63 1.60 1.45
Azerbaijan 2.79 2.77 2.89 2.74 2.70 2.52 2.29 2.06 2.07
Georgia 2.13 2.2 2.15 1.79 1.60 1.50 1.50 — —
Central Asian republics
Kazakhstan 2.88 2.72 — 2.50 2.30 — 2.15 2.08 —
Kyrgyz Republic 3.81 3.69 3.67 3.62 3.30 3.14 3.31 2.99 2.79
Tajikistan 5.23 5.05 5.01 4.13 4.30 — 3.90 3.70 —
Turkmenistan 4.40 4.17 4.09 — 4.00 — 3.75 3.25 —
Uzbekistan 4.18 4.07- — — 3.80 — 3.55 3.43 —

Turkey a 3.20 3.00 2.91 2.84 2.76 2.69 2.62 2.50

—   Not available.
Notes: Total fertility rate  is the sum of age-specific birth rates over all ages of the child-bearing period. It represents the theoretical number 

of births to a woman during the period of child-bearing years using the given year's birth rate as a constant. 
a. 1989-1993 data from SIS (1995); 1994-97 data from OECD (1998a).

Sources: Based on UNICEF-ICDC TransMONEE database, Council of Europe various years, World Bank various years, SIS (1995), OECD
(1998a).

Table A3   Total Fertility Rate
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1995–
Country 1996 1997 1998 1999 2000 2005 2010 2015 2020 2020

Children aged 3–6 ('000s)
Sub-Saharan Africa 2.38 2.05 1.39 2.10 2.07 11.34 8.08 6.33 3.03 45.5
Middle East-North Africa -0.84 -1.30 -1.99 0.07 0.62 7.93 9.83 0.62 -0.61 14.5
South Asia -0.43 -0.78 -1.45 -0.11 0.17 2.65 -6.80 2.60 2.93 -1.60
Latin America-Caribbean -0.31 -0.46 -0.68 0.04 0.25 1.84 -3.90 1.17 0.41 -1.70
High income countries -0.21 -0.19 -0.15 -0.25 -0.25 -2.33 -4.58 -2.48 3.71 -6.70
East Asia-Pacific -2.16 -3.49 -5.03 -1.79 -0.80 1.48 -6.42 2.28 2.28 -13.2
Europe-Central Asia -4.07 -5.01 -6.14 -3.14 -2.19 -3.97 4.26 -1.89 7.24 -14.6

Children aged 7–14 ('000s)
Sub-Saharan Africa 2.56 2.58 2.50 2.39 2.34 11.17 11.28 9.26 6.65 62.9
Middle East-North Africa 1.74 1.34 0.92 0.50 0.08 -1.45 5.69 8.38 2.68 21.3
South Asia 1.67 1.27 0.89 0.52 0.22 -0.84 1.00 -3.87 0.13 0.9
Latin America-Carribean 0.44 0.33 0.21 0.08 -0.04 -0.48 1.02 -2.12 -0.17 -0.8
East Asia-Pacific 2.78 2.56 2.05 1.29 0.30 -7.27 -2.48 -4.71 0.04 -5.8
High income countries -0.24 -0.27 -0.29 -0.29 -0.27 -1.60 -2.45 -4.06 -2.71 -11.6
Europe-Central Asia -0.25 -0.69 -1.21 -1.80 -2.47 -15.67 -7.12 0.57 0.58 -25.7

Sources: World Bank (provided by HD Network).

Table A4   Demographic Projections by Region   (percentage change from previous year)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic a 89.8 89.8 89.8 83.3 84.9 86.6 88.7 88.5 83.0
Hungary a 85.7 85.3 86.1 86.9 87.1 86.2 87.0 86.5 86.1
Poland 48.7 47.1 43.9 42.6 42.7 44.3 45.3 46.8 47.9
Slovak Republic a 91.5 83.7 75.7 78.1 78.0 74.6 70.2 75.2 —
South-Eastern Europe
Albania a b 56.7 57.9 48.9 36.8 36.1 36.8 39.2 38.9 36.0
Bulgaria 63.9 63.9 55.9 57.4 56.2 57.5 61.6 62.6 58.8
Romania 63.3 54.3 51.9 53.3 50.2 55.2 58.4 55.1 52.8
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — —
Croatia 29.4 29.4 19.1 20.0 — 26.1 31.0 30.9 —
FYR Macedonia — 26.2 24.4 25.3 25.5 26.9 28.0 — —
Slovenia c 56.3 56.6 55.8 56.2 60.3 62.8 65.1 66.7 66.2
FR Yugoslavia 24.1 23.8 21.9 20.5 21.8 24.6 26.3 28.1 29.2
Baltic States
Estonia 62.2 67.4 60.5 53.7 56.0 58.8 63.2 67.1 70.4
Latvia 52.8 44.8 37.0 28.3 32.6 39.9 47.1 50.8 52.1
Lithuania 63.9 58.6 63.9 39.1 30.1 34.5 36.2 40.0 41.6
Western CIS
Belarus 63.1 63.3 62.5 58.0 58.3 61.0 62.3 64.0 66.9
Moldova d e 62.8 61.4 58.7 42.4 36.6 35.1 32.3 32.1 31.5
Russian Federation 69.3 66.4 63.9 56.8 57.4 56.2 55.5 55.0 56.0
Ukraine 65.1 62.3 61.0 57.5 54.7 52.0 48.2 44.9 41.6
Caucasus
Armenia 65.2 60.5 60.4 51.9 45.3 39.1 31.4 32.4 —
Azerbaijan 20.8 19.7 18.9 18.0 18.1 15.5 14.6 13.5 13.1
Georgia 43.8 42.7 39.1 30.2 26.9 19.0 19.6 21.0 20.4
Central Asian Republics
Kazakhstan 52.2 52.7 52.0 45.9 40.9 30.7 24.6 - 11.7
Kyrgyz Republic d 31.3 30.3 26.7 23.3 13.4 8.8 7.7 8.2 7.0
Tajikistan d 16.7 15.4 14.1 11.5 11.5 11.1 8.2 7.7 —
Turkmenistan d 36.0 35.0 35.0 34.0 34.0 32.0 26.0 22.0 21.0
Uzbekistan d 38.5 38.8 38.1 34.2 33.0 30.7 27.9 22.7 —

Turkey f 8.3 8.9 9.9 10.2 10.8 11.2 12.0 13.3 14

—   Not available.
Note: Definition of title: net rates, percentage of 3–6 age group  enrolled in kindergarten. Gross enrollment rates for the ECA region must be

treated cautiously. The age-specific population numbers are somewhat suspect as the last credible census was conducted in 1989. Most coun-
tries will conduct a new census within the next two years. In the intervening decade, the civil registration of births and deaths has declined
sharply, and mobility across borders has increased. The enrollment numbers are suspect for those countries engaged in conflict. 
a. 3–5 year olds. b. gross rates; Palomba and Vodopivec 2000. c. gross rates in public schools. d. 1–6 year olds. e. 1992–97: enrollments
exclude Transdniestr. f. 6 year olds; figures refer to the school year starting in the year indicated. World Bank estimates based on enrollment
figures through 1996 and for 1997 obtained from SIS (1999, Table 1) and Ministry of National Education (1998, Table 18), respectively,
and on population figures for six year olds for 1990, 1994, 1995, 1996, and 1997 from SIS (1995, Table A5–1), based on the assump-
tion that 6–year-old population = .2 x population 5–9 years, and that NRR=1.0 in 2005. Population for other years interpolated and
extrapolated.

Sources: Based on UNICEF-ICDC TransMONEE Database,  CIS StatCommittee (1998b, 1998c), Ministry of National Education (1998), SIS
(1995, 1999), Palomba and Vodopivec (2000).

Table A5   Preschool Enrollment Rates  (net rates, percentage of relevant population)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic a 97.6 98.6 98.7 99.2 99.1 99.5 99.4 99.2 99.1
Hungary b 99.0 99.2 99.2 99.2 99.1 99.1 99.1 99.2 99.2
Poland c 97.9 97.5 97.3 97.1 97.2 97.1 97.2 97.4 98.0
Slovak Republic a 96.8 97.2 98.0 99.8 99.5 97.0 96.5 96.3 —
South-Eastern Europe
Albania b 90.8 90.7 88.5 85.9 86.7 87.6 — — —
Bulgaria a 98.4 98.6 97.3 95.1 94.0 94.3 93.7 93.6 94.0
Romania c 93.6 89.5 89.4 89.6 90.3 91.4 92.6 93.9 95.0
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — — —
Croatia c d 96.0 94.0 81.0 79.0 85.0 89.0 88.0 89.0 —
FYR Macedonia c — 89.4 87.1 86.2 86.2 86.8 86.5 86.9 —
Slovenia c 96.1 97.1 96.8 97.6 97.8 96.7 97.3 99.8 99.8
FR Yugoslavia c e f 95.3 95.0 94.4 72.7 74.3 72.5 71.6 72.7 71.8
Baltic states
Estonia g 96.2 94.9 93.6 92.3 91.7 91.3 92.2 92.8 93.7
Latvia g 95.8 96.4 95.2 90.9 89.5 89.0 89.5 90.3 90.7
Lithuania c 94.0 93.0 92.6 92.8 91.9 92.2 93.2 93.6 95.8
Western CIS
Belarus g 95.8 94.9 94.2 94.2 93.7 93.6 94.1 93.8 94.1
Moldova g h 95.8 95.6 94.4 92.0 91.6 91.3 91.6 91.5 91.6
Russian Federation g 93.0 93.6 94.4 93.3 91.9 90.7 91.3 91.4 90.8
Ukraine g 92.8 92.3 91.5 91.1 90.4 90.6 90.8 91.2 90.7
Caucasus states
Armenia g 95.5 94.6 91.6 91.1 86.4 82.2 81.4 82.8 82.9
Azerbaijan g 89.5 90.5 90.5 91.4 92.4 94.2 94.4 95.4 96.6
Georgia g i 95.2 95.3 92.5 83.3 82.4 80.7 79.8 80.7 —
Central Asian republics
Kazakhstan g 93.9 93.1 92.7 91.7 91.5 90.9 90.5 90.0 89.2
Kyrgyz Republic g 92.5 91.8 90.6 90.3 89.7 89.0 89.1 89.3 89.2
Tajikistan g 94.1 94.0 94.2 89.6 85.1 86.4 86.6 85.0 85.5
Turkmenistan g 94.3 94.9 92.5 91.7 92.0 91.8 83.9 83.2 83.1
Uzbekistan g 92.2 91.1 87.9 87.5 87.9 88.6 — 89. 89.7

Turkey c j 86.1 86.8 87.0 86.5 85.4 85.0 84.2 84.1 85.4

—   Not available.
Notes: Definition of title: gross rates, percentage of 6/7–14/15 age group enrolled in basic education. Gross enrollment rates for ECA region must

be treated cautiously since last credible census was conducted in 1989. In the decade since, civil registration of births and deaths has declined
sharply, mobility across borders has increased. Enrollment numbers suspect for countries engaged in conflict.
a. 6–14 year olds. b. 6–13 year olds. c. 7–14 year olds. d. 1991–96: some areas not reported; estimated rate 95 percent. e. Net rates. 
f. 1992–97: excludes ethnic Albanians in Kosovo-Metohija. g. 7–15 year olds. h. 1992–97: World Bank estimates based upon age-struc-
ture data obtained for a pension project in Moldova. i. 1992–96: enrollments exclude Abkhazia and Tskhinvali. j. World Bank estimates
based on enrollment figures for 1989–90 and for 1997 from SIS (1999, Table 1) and Ministry of National Education (1998, Table 19),
respectively, and on population figures for 7–14 age group for 1990, 1994, and subsequent years from SIS (1995, Table A5-1), based on
the assumption that NRR=1.0 in 2005. Data for other years interpolated.

Sources: Based on UNICEF-ICDC TransMONEE Database, CIS StatCommittee 1998c, US Census Bureau (various years), SIS 1995 and 1998,
Ministry of National Education 1998.

Table A6   Basic Education Enrollment rates  
(gross rates, percentage of 6/7–14/15 age group)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 15.9 16.1 15.6 15.9 16.5 17.6 18.8 18.8 —
Hungary 19.7 19.8 19.5 19.5 19.2 20.0 21.2 22.3 23.6
Poland 21.0 21.7 23.3 24.9 26.4 28.1 29.7 30.5 32.2
Slovak Republic 15.6 16.0 16.4 17.1 18.0 19.0 20.0 20.9 21.5
South-Eastern Europe
Albania a 24.4 26.0 28.3 29.6 30.1 29.7 29.1 31.6 33.9
Bulgaria 30.7 29.9 29.4 29.3 29.6 31.3 31.7 31.4 30.7
Romania 3.8 11.6 16.4 17.8 18.4 19.3 19.8 20.4 20.5
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — —
Croatia — — — 8.8 13.9 18.0 18.5 18.7 —
FYR Macedonia — — — — — 15.9 17.4 18.1 18.9
Slovenia — — — — 19.7 20.2 20.6 21.4 —
FR Yugoslavia —- 4.0 6.1 9.6 12.4 12.8 12.9 13.3 13.7
Baltic States
Estonia 37.3 36.3 36.7 37.0 39.4 43.5 43.7 45.1 45.8
Latvia 22.1 21.2 20.3 20.3 24.7 26.7 28.7 37.0 39.5
Lithuania 34.7 34.2 32.8 30.6 30.4 32.9 34.8 38.6 39.5
Western CIS
Belarus 27.5 26.6 26.0 25.2 24.2 24.9 24.9 26.8 28.3
Moldova b 29.0 26.6 22.6 23.6 24.0 24.6 24.5 26.6 28.7
Russian Federation 24.7 22.5 33.9 22.9 22.6 23.7 24.6 26.0 27.7
Ukraine 25.8 25.2 24.2 23.2 22.7 23.4 24.0 25.5 27.5
Caucasus states
Armenia 35.9 34.3 32.5 31.3 31.2 30.7 29.1 29.6 30.4
Azerbaijan 33.3 33.5 34.5 32.8 28.9 27.0 25.8 28.1 32.2
Georgia c 38.8 41.3 41.3 35.4 26.6 22.8 21.5 23.4 23.3
Central Asian Republics
Kazakhstan 32.5 33.2 32.6 29.5 28.0 26.1 25.7 29.3 33.3
Kyrgyz Republic 37.8 37.1 36.1 32.6 28.9 27.7 26.7 29.2 33.0
Tajikistan 41.5 40.7 37.7 29.7 26.8 25.3 23.6 22.3 22.5
Turkmenistan 42.4 43.2 40.7 38.3 39.0 35.7 34.1 24.3 24.5
Uzbekistan 37.5 37.7 36.5 31.0 28.0 27.8 —- 27.0 28.6

Turkey d 21.0 21.8 23.9 26.0 27.7 29.1 30.0 28.8 24.7

—   Not available
Note: Definition of title: gross rates, percentage of 15–18 age group enrolled in general secondary education—typically, 2 to 4-year programs. In

countries where the typical age range for enrollment is 15–17, coverage and rates may be under estimated. Gross enrollment rates for the
ECA region must be treated cautiously. The age-specific population numbers are somewhat suspect since the last credible census was conduct-
ed in 1989. Most countries will conduct a new census within the next two years,. In the intervening decade, the civil registration of births and
deaths has declined sharply, and mobility across borders has increased. The enrollment numbers are suspect for those countries engaged in
conflict. 
a. Palomba and Vodopivec (2000). b. 1992–97: World Bank estimates based upon age-structure data obtained for a pension project in
Moldova. c. World Bank estimates based upon data supplied by UNICEF-ICDC. d. World Bank estimates based upon age-structure
obtained from Ministry of National Education (1998, Table 1), SIS (1995, Table A5–1); (1999, Table 1), and Ministry of National
Education (1998, Table 23).

Sources: Based on UNICEF-ICDC TransMONEE Database, (1999), SIS (1995, 1998), Ministry of National Education (1998); World Bank
estimates based on data supplied by UNICEF-ICDC, Palomba and Vodopivec.

Table A7   General Upper Secondary Enrollment Rates
(gross rates, percentage of 15–18 age group)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 73.6 69.2 62.9 60.6 62.7 78.2 81.0 66.2 65.3
Hungary 62.7 62.7 59.8 56.8 54.3 54.6 57.2 60.0 62.0
Poland 72.2 70.9 69.0 67.8 67.7 68.0 67.6 67.5 67.4
Slovak Republic 70.7 67.6 65.5 64.7 65.0 65.7 66.0 65.9 64.4
South-Eastern Europe
Albania a 54.1 53.1 30.0 17.4 12.3 8.4 7.5 6.9 6.4
Bulgaria 47.0 47.3 46.2 43.1 41.5 42.6 42.5 42.2 42.4
Romania b — 79.2 59.8 49.3 45.1 46.4 48.5 47.6 46.8
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — —
Croatia — — — 58.5 60.0 58.4 54.7 57.1 -
FYR Macedonia — — — — — — — — 41.8
Slovenia — — — — 61.5 62.5 63.7 64.9 —-
FR Yugoslavia 13.9 10.7 11.2 12.1 10.0 10.0 11.1 10.6 —-
Baltic States
Estonia - 37.8 - 36.7 35.8 35.6 36.2 39.2
Latvia 47.1 46.3 43.9 39.9 36.5 33.7 32.1 32.7
Lithuania 59.9 54.5 48.2 34.7 35.5 34.6 35.6 34.4 33.4
Western CIS
Belarus 51.0 48.5 47.5 47.0 46.4 44.3 42.2 41.2 —-
Moldova 42.0 38.4 35.6 26.4 24.3 23.1 22.5 22.8 —-
Russian Federation 54.1 50.8 49.0 46.4 44.2 41.7 41.8 41.9 41.9
Ukraine 42.1 39.6 39.0 38.8 37.7 35.2 33.7 32.6 30.3
Caucasus states
Armenia 31.6 29.0 25.8 22.7 18.3 14.9 11.3 11.7 10.9
Azerbaijan 27.9 26.0 25.6 21.0 16.4 13.4 11.2 10.7 10.3
Georgia 18.6 17.4 17.2 15.6 15.8 13.2 13.3 12.8 13.4
Central Asian Republics
Kazakhstan 43.2 41.0 39.0 36.7 34.2 31.4 29.8 26.5 -
Kyrgyz Republic 23.5 21.9 21.4 19.7 17.9 17.0 15.1 13.9 13.5
Tajikistan 20.2 19.3 — 16.2 — — 12.4 — —
Turkmenistan 25.5 24.3 24.0 22.9 21.1 14.8 10.7 10.7 7.2
Uzbekistan 32.4 29.4 27.8 26.7 26.4 — — — —

Turkey c 16.1 17.1 18.4 19.8 20.8 22.5 24.0 24.4 22.8

—   Not available
Notes: Definition of title: gross rates, percentage of 15–18 age group enrolled in secondary vocational/technical education. (Typically 3–4-year

programs. Includes full-time, evening, and correspondence courses.). Gross enrollment rates for the ECA region must be treated cautiously.
The age-specific population numbers are somewhat suspect. Although most countries will conduct a new census within the next two years, the
last credible census was conducted in 1989. In the intervening decade, the civil registration of births and deaths has declined sharply, and
mobility across borders has increased. The enrollment numbers are suspect for those countries engaged in conflict.
a. Palomba and Vodopivec 2000. b. Based on 15–19 age cohort. c. Based on 15–17 age group. World Bank estimates based on enroll-
ment figures for 1989–96 and for 1997 obtained from SIS (1999, Table 1) and Ministry of National Education (1998, Table 23), respec-
tively and on age-structure data obtained from SIS (1995, Table A5–1), assuming that NRR = 1.0 in 2005. Figures for 1989, 1991,
1992, and 1993 interpolated and projected from figures provided by SIS.

Sources: World Bank estimates based on data supplied by UNICEF- ICDC, US census bureau (various years), CIS StatCommittee (1998a), SIS
(1999), Ministry of National Education (1998).

Table A8  Vocational/Technical Upper Secondary Enrollment Rates
(gross rates, percentage of 15–18 age group)
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Country 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 89.5 85.3 78.5 76.5 79.2 95.8 99.8 85 65.3
Hungary 82.4 82.5 79.2 76.3 73.4 74.6 78.4 82.3 85.7
Poland 93.2 92.5 92.2 92.7 94.2 96.1 97.3 98.1 99.6
Slovak Republic 86.3 83.6 82.0 81.8 83.0 84.6 86.0 86.9 85.9
South-Eastern Europe
Albania 78.5 79.1 58.3 47 42.4 38.1 36.6 38.5 40.3
Bulgaria 77.7 77.2 75.5 72.4 71.1 73.8 74.2 73.6 73.1
Romania — 90.8 76.2 67.0 63.4 65.7 68.3 68.1 67.3
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — —
Croatia — — — 67.3 73.9 76.4 73.2 75.8 —
FYR Macedonia — — — — — — — — 60.7
Slovenia — — — — 81.2 82.7 84.3 86.3 —
FR Yugoslavia — 14.7 17.3 21.8 22.4 22.7 24.0 23.9 —
Baltic States
Estonia - 74.1 - 73.7 75.1 79.0 79.9 84.2 —
Latvia 69.3 67.5 64.1 60.2 61.1 60.4 60.8 69.7 —
Lithuania 94.6 88.7 80.9 65.2 65.9 67.4 70.4 73.0 72.8
Western CIS
Belarus 78.5 75.1 73.5 72.2 70.6 69.2 67.1 68.0 —
Moldova 71.1 65.0 58.1 43.4 41.4 40.8 40.6 42.3 —
Russian Federation 78.8 75.8 72.9 69.3 66.9 65.4 66.4 67.9 69.5
Ukraine 67.9 64.8 63.2 62.1 60.4 58.7 57.7 58.1 57.8
Caucasus states
Armenia 67.5 63.4 58.3 54.1 49.5 45.6 40.4 41.3 41.5
Azerbaijan 61.2 59.5 60.1 53.9 45.2 40.4 37.0 38.8 42.9
Georgia 57.4 58.7 58.5 51.0 42.4 36.0 34.8 36.2 36.8
Central Asian republics
Kazakhstan 75.7 74.2 71.6 66.3 62.2 57.5 55.1 55.8 —
Kyrgyz Republic 61.3 59.0 57.6 52.3 46.8 44.7 41.8 43.1 46.5
Tajikistan 61.7 60.0 — 45.9 — — 36.0 — —
Turkmenistan 67.9 67.5 64.7 61.2 60.0 50.6 44.8 35.0 31.7
Uzbekistan 69.9 67.1 64.3 57.7 54.4 — — — —

Turkey 37.1 38.9 42.3 45.8 48.5 51.6 54.0 53.2 47.5

—   Not available.
Notes: Definition of title: gross rates: percentage of 15–18 age group enrolled in general secondary education including academic and

vocational/technical tracks. The calculation of enrollment rates assumes ages 15–18 as the typical ages for upper secondary education. In
some cases the resulting numbers may under estimate actual enrollments. However, a somewhat arbitrary age range had to be selected for
the following reasons. Countries differ in their typical ages for general upper secondary education, and across the decade some countries have
changed their typical ages for this level. Vocational/technical programs also vary in length within a country—they may be 2, 3, or 4 years.
Not only are data on the distribution of students among these programs of different length fugitive, but these distributions shift across the
decade. Gross enrollment rates for the ECA region must be treated cautiously. The age-specific population numbers are somewhat suspect,
since the last credible census was conducted in 1989. Most countries will conduct a new census within the next two years. In the intervening
decade, the civil registration of births and deaths has declined sharply, and mobility across borders has increased. The enrollment numbers
are suspect for those countries engaged in conflict.

Sources: World Bank staff estimates based on data for tables A7 and A8.

Table A9   Overall Upper Secondary Enrollment Rates
(including academic, vocational, and technical  secondary education)
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Country Education Level 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic TOTAL 100 100 100 100 100 100 100 100 —

General secondary. 17.8 18.9 19.9 20.8 20.8 18.4 18.8 22.1 —
Vocational/Technical 82.2 81.1 80.1 79.2 79.2 81.6 81.2 77.9 —

Hungary TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 23.9 24.0 24.6 25.6 26.1 26.8 27.0 27.1 27.6 
Vocational/Technical 76.1 76.0 75.4 74.4 73.9 73.2 73.0 72.9 72.4 

Poland TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 22.5 23.4 25.2 26.9 28.1 29.2 30.5 31.1 32.4 
Vocational/Technical 77.5 76.6 74.8 73.1 71.9 70.8 69.5 68.9 67.6 

Slovak Republic TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 18.1 19.2 20.1 20.9 21.7 22.4 23.2 24.1 25.0 
Vocational/Technical 81.9 80.8 79.9 79.1 78.3 77.6 76.8 75.9 75.0 

South-Eastern Europe
Albania TOTAL 100 100 100 100 100 100 100 100 100

General secondary. 31.1 32.9 48.5 63.0 70.9 78.0 79.4 82.1 84.2 
Vocational/Technical 68.9 67.1 51.5 37.0 29.1 22.0 20.6 17.9 15.8 

Bulgaria TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 39.5 38.7 38.9 40.5 41.6 42.3 42.7 42.6 41.9 
Vocational/Technical 60.5 61.3 61.1 59.5 58.4 57.7 57.3 57.4 58.1 

Romania TOTAL — 100 100 100 100 100 100 100 100
General secondary. — 12.8 21.6 26.5 29.0 29.4 29.0 30.0 30.4 
Vocational/Technical — 87.2 78.4 73.5 71.0 70.6 71.0 70.0 69.6 

Former Yugoslavia
Bosnia-Herzegovina TOTAL — — — — — — — — —

General secondary. — — — — — — — — —
Vocational/Technical — — — — — — — — —

Croatia TOTAL — — — 100 100 100 100 100 —
General secondary — — — 13.1 18.8 23.6 25.3 24.7 —
Vocational/Technical — — — 86.9 81.2 76.4 74.7 75.3 —

FYR Macedonia TOTAL — — — — — — — — 100
General secondary. — — — — — — — — 31.2 
Vocational/Technical — — — — — — — — 68.8 

Slovenia TOTAL — — — — 100 100 100 100 —
General secondary. — — — — 24.3 24.4 24.4 24.8 —
Vocational/Technical — — — — 75.7 75.6 75.6 75.2 —

FR Yugoslavia TOTAL — 100 100 100 100 100 100 100 —
General secondary. — 27.1 35.1 44.3 55.4 56.2 53.7 55.7 —
Vocational/Technical — 72.9 64.9 55.7 44.6 43.8 46.3 44.3 —

Baltic States
Estonia TOTAL — 100 — 100 100 100 100 100 —

General secondary. — 49.0 — 50.2 52.4 55.0 54.7 53.5 —
Vocational/Technical — 51.0 — 49.8 47.6 45.0 45.3 46.5 —

Latvia TOTAL 100 100 100 100 100 100 100 100 —
General secondary. 32.0 31.4 31.6 33.6 40.4 44.2 47.2 53.1 —
Vocational/Technical 68.0 68.6 68.4 66.4 59.6 55.8 52.8 46.9 —

Lithuania TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 36.7 38.6 40.5 46.9 46.1 48.7 49.5 52.9 54.2 
Vocational/Technical 63.3 61.4 59.5 53.1 53.9 51.3 50.5 47.1 45.8 

(Table continues on following page)

Table A10   Share of Students in Upper Secondary Education  (percentage of total)
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Country Education Level 1989 1990 1991 1992 1993 1994 1995 1996 1997

Western CIS
Belarus TOTAL 100 100 100 100 100 100 100 100 —

General secondary. 35.0 35.4 35.4 34.9 34.3 36.0 37.1 39.4 —
Vocational/Technical 65.0 64.6 64.6 65.1 65.7 64.0 62.9 60.6 —

Moldova TOTAL 100 100 100 100 100 100 100 100 —
General secondary. 40.8 40.9 38.8 47.2 49.7 51.6 52.1 53.8 —
Vocational/Technical 59.2 59.1 61.2 52.8 50.3 48.4 47.9 46.2 —

Russian Federation TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 31.3 33.0 32.8 33.1 33.9 36.2 37.1 38.3 39.8 
Vocational/Technical 68.7 67.0 67.2 66.9 66.1 63.8 62.9 61.7 60.2 

Ukraine TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 38.0 38.9 38.3 37.5 37.6 39.9 41.6 43.9 47.6 
Vocational/Technical 62.0 61.1 61.7 62.5 62.4 60.1 58.4 56.1 52.4 

Caucasus states 
Armenia TOTAL 100 100 100 100 100 100 100 100 100

General secondary. 53.2 54.2 55.8 57.9 63.1 67.3 72.0 71.7 73.7 
Vocational/Technical 46.8 45.8 44.2 42.1 36.9 32.7 28.0 28.3 26.3 

Azerbaijan TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 54.2 56.3 57.4 61.0 63.8 66.8 69.7 72.4 76.0 
Vocational/Technical 45.8 43.7 42.6 39.0 36.2 33.2 30.3 27.6 24.0 

Georgia TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 67.6 70.4 70.6 69.4 62.8 63.3 61.7 64.6 63.5 
Vocational/Technical 32.4 29.6 29.4 30.6 37.2 36.7 38.3 35.4 36.5 

Central Asia
Kazakhstan TOTAL 100 100 100 100 100 100 100 100 —

General secondary. 42.9 44.8 45.5 44.6 44.9 45.5 45.9 52.5 —
Vocational/Technical 57.1 55.2 54.5 55.4 55.1 54.5 54.1 47.5 —

Kyrgyz Republic TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 61.7 62.8 62.8 62.3 61.7 62.0 64.0 67.8 71.0 
Vocational/Technical 38.3 37.2 37.2 37.7 38.3 38.0 36.0 32.2 29.0 

Tajikistan TOTAL 100 100 — 100 — — 100 — —
General secondary. 67.3 76.7 80.4 64.8 76.0 77.0 65.6 — —
Vocational/Technical 32.7 23.3 — 35.2 — — 34.4 — —

Turkmenistan TOTAL 100 100 100 100 100 100 100 100 100
General secondary. 62.5 63.9 62.9 62.6 64.9 70.7 76.1 69.4 77.1 
Vocational/Technical 37.5 36.1 37.1 37.4 35.1 29.3 23.9 30.6 22.9 

Uzbekistan TOTAL 100 100 100 100 100 — — — —
General secondary. 53.7 56.2 56.8 53.7 51.4 — — — —
Vocational/Technical 46.3 43.8 43.2 46.3 48.6 — — — —

—   Not available. 
Notes: Definition of title: percentage of students enrolled by type of upper secondary education in the total number enrolled in upper 

secondary education. 
Sources: World Bank staff estimates based on data supplied by UNICEF-ICDC.

Table A10   (continued)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 12.7 13.6 13.1 13.3 13.6 14.2 15.0 16.6 17.3
Hungary a 13.9 14.2 14.8 15.7 16.8 18.5 20.7 22.9 23.8
Poland b 11.6 12.4 13.0 14.3 15.7 17.0 18.1 19.7 20.6
Slovak Republic 13.2 13.8 13.3 14.2 14.4 15.0 15.6 16.8 17.6
South-Eastern Europe
Albania 4.8 5.8 6.0 5.9 5.2 4.6 — — —
Bulgaria c 16.4 18.8 18.7 19.8 20.9 23.0 26.0 27.3 27.1
Romania d 8.8 10.1 11.0 12.2 13.1 13.4 13.3 18.6 18.7
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — —
Croatia — — 13.9 14.3 16.0 16.52 16.61 17.2 —
FYR Macedonia — — 14.4 14.4 12.6 11.3 — — —
Slovenia e 18.2 19.3 21.8 21.6 22.9 23.4 24.7 25.7 —
FR Yugoslavia f 17.1 16.9 15.8 13.7 14.8 14.5 14.9 16.5 —
Baltic States
Estonia — 14.2 14.2 13.9 14.3 15.6 16.9 18.6 21.3
Latvia 15.2 15.5 15.6 15.9 15.8 16.4 18.5 22.8 24.6
Lithuania 17.7 17.2 15.6 13.7 13.3 13.1 13.9 15.4 18.2
Western CIS
Belarus 16.5 16.7 16.6 17.0 16.1 17.3 17.8 18.7 19.5
Moldova 11.6 11.7 11.4 10.8 10.3 10.8 11.9 12.5 13.5
Russian Federation 16.7 17.0 17.1 16.9 16.4 16.1 16.9 17.6 18.7
Ukraine 15.3 15.3 15.2 15.1 14.6 16.0 16.8 17.9 20.1
Caucasus states
Armenia 16.5 17.0 16.8 15.1 12.3 10.2 13.2 11.5 —
Azerbaijan 8.1 8.6 9.2 8.6 8.5 8.8 11.0 — 12.3
Georgia 14.3 16.4 15.7 13.4 12.7 13.7 12.1 13.6 14.4
Central Asian republics
Kazakhstan 12.9 13.0 13.4 13.1 12.7 12.6 12.5 12.9 13.4
Kyrgyz Republic 10.9 10.8 10.4 9.7 9.7 10.9 11.8 12.9 15.2
Tajikistan 9.0 9.4 9.4 9.3 8.6 9.2 — 9.4 8.9
Turkmenistan 8.1 8.0 7.9 7.4 7.4 — 7.4 — —
Uzbekistan 9.1 9.5 9.4 8.8 7.4 6.3 5.4 5.0 5.0

Turkey g 15.0 16.0 16.7 18.5 22.6 22.5 23.1 — 26.70

—   Not available.
Notes: Definition of title: gross rates, percent of 18–22 age group enrolled in tertiary education (only full-time tertiary). Gross enrollment rates

for the ECA region must be treated cautiously. The age-specific population numbers are somewhat suspect. Since the last credible census was
conducted in 1989. Most countries will conduct a new census within the next two years. In the intervening decade, the civil registration of
births and deaths has declined sharply, and mobility across borders has increased. The enrollment numbers are suspect for those countries
engaged in conflict.
a. Net rate. b. Based on 19–24 age group. c. Includes part- and full-time students—19–25 age group. d. 1996–97: includes students in
private universities .e. Excludes advanced degree programs; includes part- and full-time students. f. 1992–97: number of students excludes
ethnic Albanians in Kosovo-Metohija. g. World Bank estimates for 1989–96 and 1997 based on data from SIS (1999, Table 1) and
Ministry of National Education (1998, Table 23),  respectively, and on age-structure data from SIS (1995, Table A5–1), assuming that
NRR = 1.0 in 2005. Figures for 1989, 1991, 1992, and 1993 interpolated and projected from figures provided by SIS.

Sources: Based on UNICEF-ICDC TransMONEE Database, US Census Bureau (various years), CIS StatCommittee (1998a, 1998c), Ministry of
National Education (1998), Laporte and Ringold (1997).

Table A11   Tertiary Enrollment Rates  (gross rates, percentage of 18–22 age group)
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Country Subject 1989 1990 1991 1992 1993 1994 1995 1996 1997

Albania TOTAL — 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities — 11.4 14.1 17.8 21.0 22.8 24.2 23.2 22.2
Social and 

behavioral sciences — — — — 0.3 0.7 1.0 1.5 1.8
Natural sciences — 14.4 16.4 16.4 16.1 14.8 12.7 9.8 11.3
Medical science — 7.8 8.0 7.0 6.6 7.1 8.9 7.3 6.7
Engineering — 17.5 16.2 12.4 10.0 8.6 7.0 5.4 5.3
Other — 48.9 45.3 46.4 46.0 46.0 46.3 52.9 52.7

Armenia TOTAL — 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities — 32.2 33.1 34.2 39.6 14.2 21.0 32.1 30.8
Social and 

behavioral sciences — 2.5 2.6 2.8 3.7 2.3 2.0 3.0 3.0
Natural sciences — 9.4 9.4 9.8 8.6 5.2 3.7 6.5 6.1
Medical science — 8.6 8.9 10.4 9.7 8.3 5.9 8.0 6.7
Engineering — 36.1 34.2 31.4 31.8 25.6 13.6 10.2 10.3
Other — 11.3 11.8 11.6 7.1 7.6 4.8 6.1 7.2

Azerbaijan TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 34.3 33.0 33.9 35.0 37.2 38.3 39.7 37.3 32.1
Social and 

behavioral sciences 2.7 2.5 2.6 2.8 2.7 2.9 2.5 2.5 2.2
Natural sciences 4.7 7.3 8.5 9.2 10.9 12.3 16.8 20.1 27.8
Medical science 9.3 9.3 9.4 10.0 10.3 10.9 10.2 9.7 9.7
Engineering 40.7 39.1 36.7 34.7 31.1 29.0 25.1 25.1 23.5
Other 8.2 8.7 8.8 8.5 7.8 6.6 5.7 5.3 4.7

Belarus TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 15.2 15.9 16.9 19.7 21.1 21.7 22.6 22.2 23.3
Social and 

behavioral sciences — — — — — 5.2 9.6 14.1 16.6
Natural sciences 9.6 9.6 9.6 9.0 8.6 7.6 6.5 5.7 5.0
Medical science 6.1 6.5 6.8 6.5 6.3 5.5 4.9 4.2 3.6
Engineering 32.9 32.3 31.3 28.4 26.4 24.0 21.8 20.3 19.2
Other 36.1 35.7 35.4 36.4 37.7 35.9 34.6 33.4 32.2

Bulgaria TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 21.2 18.6 18.3 18.8 20.0 15.0 11.2 7.4 7.7
Social and 

behavioral sciences 15.2 14.7 16.1 19.1 22.7 28.4 20.6 7.5 8.1
Natural sciences 7.7 4.7 5.4 5.0 5.1 4.2 3.6 2.8 2.6
Medical science 8.9 8.4 7.9 6.8 6.0 5.2 4.7 4.1 4.1
Engineering 37.8 35.8 30.9 29.5 26.1 22.3 19.5 15.4 16.6
Other 9.2 17.9 21.3 20.8 20.1 24.9 40.5 63.1 60.9

Bosnia-Herzegovina TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 2.3 2.3 2.5 2.4 4.0 2.4 1.8 2.5 5.9
Social and  

behavioral sciences 37.7 37.3 37.2 37.0 38.6 49.7 57.0 58.5 65.9
Natural sciences 2.7 2.9 3.3 3.0 2.2 1.1 0.8 1.7 2.3
Medical science 12.8 12.8 13.4 15.9 19.8 12.7 12.1 8.8 9.1
Engineering 35.7 36.7 37.3 35.9 33.6 32.5 26.4 26.2 16.8
Other 8.8 8.0 6.3 5.8 1.9 1.7 1.8 2.4 —

Croatia TOTAL — — — 100.0 100.0 100.0 100.0 100.0 100.0
Humanities — — — 19.0 19.7 20.9 21.5 21.6 24.7
Social and 

behavioral sciences — — — 29.0 29.4 31.1 31.9 33.1 42.2
Natural sciences — — — 3.3 2.9 3.1 2.9 2.8 2.3
Medical science — — — 8.8 8.5 7.8 7.9 7.8 9.2
Engineering — — — 37.0 36.4 34.1 32.4 31.7 47.1
Other — — — 2.9 3.1 3.0 3.4 3.1 10.3

(Table continues on following page)

Table A12   Share of University Enrollments by Field of Study
(percentage of total enrollments) 
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Country Subject 1989 1990 1991 1992 1993 1994 1995 1996 1997

Czech Republic TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 23.7 24.5 25.5 27.1 28.1 27.8 28.3 28.4 28.1
Social and 

behavioral sciences 12.1 12.6 14.8 16.0 18.6 20.8 22.2 22.7 22.7
Natural sciences 4.1 4.8 4.9 5.3 5.6 5.7 5.9 6.5 7.0
Medical science 11.6 11.8 11.4 10.7 9.5 8.5 7.6 6.9 6.7
Engineering 39.5 37.8 35.6 33.7 31.8 30.8 29.4 28.8 29.5
Other 9.0 8.6 7.9 7.2 6.4 6.4 6.4 6.6 6.0

FYR Macedonia TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 6.3 6.4 6.3 7.7 7.7 8.3 8.6 8.9 9.5
Social and 

behavioral sciences 17.6 16.9 15.6 15.3 15.2 15.7 16.9 17.0 18.6
Natural sciences 4.4 4.6 4.7 4.2 4.4 4.1 4.3 4.5 4.2
Medical science 5.3 4.4 5.9 6.8 7.5 8.9 9.7 9.7 9.9
Engineering 25.5 28.2 29.2 33.3 23.5 21.0 20.0 21.6 21.3
Other 31.4 30.4 28.0 23.2 31.8 30.7 28.6 27.8 36.4

Hungary TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 3.9 4.3 4.6 4.2 4.3 5.7 5.2 5.3 —
Social and 

behavioral sciences 5.7 5.9 5.9 5.6 8.2 8.4 5.3 4.8 —
Natural sciences 2.0 2.3 2.2 2.4 2.3 2.3 2.0 2.6 —
Medical science 12.5 12.2 13.8 13.0 11.5 10.1 8.9 8.5 —
Engineering 12.1 12.4 12.2 11.9 10.6 10.5 10.6 10.4 —
Other 63.8 62.9 61.3 63.0 63.0 63.2 68.1 68.5 —

Poland TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 11.2 11.5 11.5 10.7 10.6 10.7 9.6 9.3 8.6
Social and 

behavioral sciences 3.9 4.4 3.8 4.1 9.7 8.7 9.8 10.3 11.8
Natural sciences 3.3 3.1 3.2 3.5 3.1 3.1 2.9 2.7 2.4
Medical science 9.9 10.1 8.9 7.1 6.1 5.0 4.1 3.5 3.1
Engineering 17.5 16.9 18.2 18.9 19.7 19.5 19.0 18.3 17.6
Other 54.2 54.1 54.3 55.8 50.9 53.0 54.6 55.8 56.6

Slovak Republic TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 1.3 1.4 1.7 1.7 1.9 2.0 2.0 2.1 2.2
Social and 

behavioral sciences 30.7 34.1 36.8 38.9 40.8 41.7 42.2 43.0 44.0
Natural sciences 3.9 3.9 4.4 4.8 4.9 4.7 5.0 5.0 5.6
Medical science 8.3 9.0 9.1 8.9 8.5 7.7 7.1 6.3 6.1
Engineering 47.4 43.6 40.3 38.7 36.8 36.1 35.7 35.2 35.0
Other 8.5 7.9 7.5 7.1 7.1 7.9 8.0 8.4 7.1

Slovenia TOTAL — — 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities — — 6.9 7.2 4.9 8.8 8.9 5.9 5.5
Social and 

behavioral sciences — — 4.6 5.3 5.9 6.5 6.5 5.5 5.6
Natural sciences — — 3.9 3.6 3.6 3.5 3.1 2.4 2.2
Medical science — — 6.6 5.9 5.5 6.2 5.5 5.5 6.4
Engineering — — 20.7 21.5 19.6 18.1 14.0 17.2 17.8
Other — — 57.4 56.5 60.4 56.9 62.1 63.5 62.5

Turkeya TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 — —
Humanities 5.2 5.2 5.1 4.9 4.5 4.5 4.9 — —
Social and 

behavioral sciences 59.1 60.2 61.3 63.2 63.9 62.3 61.1 — —
Natural sciences 9.2 9.1 8.9 8.6 7.6 8.2 8.7 — —
Medical science 8.0 7.6 7.3 6.7 10.1 9.7 9.0 — —
Engineering 14.8 14.0 14.1 13.5 11.5 12.4 13.3 — —
Other 3.7 3.5 3.3 3.0 2.4 2.5 2.5 — —

(Table continues on following page)

Table A12   (continued) 
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Country Subject 1989 1990 1991 1992 1993 1994 1995 1996 1997

FR Yugoslavia TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Humanities 6.1 6.7 6.1 6.2 7.3 7.6 7.8 7.6 7.7
Social and 

behavioral sciences 17.4 16.5 16.5 17.6 18.0 18.5 19.5 19.9 20.8
Natural sciences 9.1 9.6 9.7 9.2 9.5 8.9 8.4 7.8 7.4
Medical science 9.2 9.7 10.0 10.3 10.4 10.0 10.7 11.0 11.1
Engineering 28.7 28.0 28.1 26.9 26.0 24.1 21.8 19.8 17.9
Other 29.5 29.5 29.6 29.7 28.8 31.0 31.7 33.9 35.2

—   Not available.
Notes: :Definition of title: Students enrolled by field of university education as a share of the total number enrolled in university education.

a. SIS 1997
Sources: UNICEF-ICDC TransMONEE Database, World Bank estimates based on data supplied by UNICEF-ICDC, SIS 1997.

Table A12   (continued) 
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Country Note Education level 1992 1993 1994 1995 1996 1997

Bulgaria a TOTAL — 0.0 20.0 15.7 13.5 13.7
b Primary or less — 0.0 29.8 25.1 21.5 20.1
c General — 0.0 20.0 15.6 13.1 14.6
d Vocational — 0.0 15.6 11.6 10.7 12.0
e Tertiary — 0.0 7.7 5.3 4.9 5.2

Czech Republic TOTAL — 3.9 3.7 3.6 3.7 4.3
Primary or less — 8.8 8.1 10.3 11.2 13.4
General — 2.7 2.6 2.0 2.1 2.8
Vocational — 3.6 3.7 3.4 3.5 3.9
Tertiary — 1.9 1.4 1.1 0.6 1.2

Hungary TOTAL 9.7 12.0 10.8 10.2 10.5 9.3
Primary or less 14.3 17.4 16.0 16.0 16.3 16.0
General 6.7 8.6 7.8 6.8 7.2 6.1
Vocational 11.3 14.5 12.8 12.2 12.7 10.6
Tertiary 2.3 2.9 2.9 2.7 3.1 1.9

Latvia TOTAL — — — — 22.2 15.9
Tertiary — — — — 11.9 7.7
General — — — — 26.7 20.6
Vocational — — — — 19.6 15.0
Primary or less — — — — 33.9 19.4

Poland TOTAL 12.9 13.8 14.0 12.6 12.4 11.3
Primary or less 12.0 14.0 15.0 13.8 13.7 14.3
General 13.8 13.0 13.1 12.0 11.8 10.4
Vocational 15.5 17.4 17.4 15.7 15.4 13.5
Tertiary 6.6 6.0 5.2 4.1 3.6 3.7

Romania f TOTAL — — 8.2 8.0 5.9 5.5
g Primary or less — — 7.0 5.2 4.4 3.9
h General — — 11.1 14.8 8.2 7.7
i Vocational — — 9.1 8.7 6.7 6.3
j Tertiary — — 3.1 2.2 1.9 2.2

Russian Federation l TOTAL 4.9 5.6 7.9 9.2 9.5 —
Primary or less 5.8 6.7 9.8 11.6 13.0 —
General 5.8 6.6 9.8 11.5 11.6 —
Vocational 4.3 5.1 6.8 8.1 8.5 —
Tertiary 3.2 3.4 4.7 4.8 4.4 —

Slovak Republic TOTAL — 12.4 13.4 13.3 10.9 11.2
Primary or less — 23.2 28.0 29.2 25.4 26.3
General — 11.6 12.9 12.7 12.5 13.5
Vocational — 10.7 12.2 11.9 9.7 9.6
Tertiary — 3.8 4.0 2.9 2.0 3.1

Slovenia TOTAL — 9.1 9.1 7.4 7.3 7.1
Primary or less — 10.8 12.2 9.5 10.6 9.2
General — 8.4 8.3 6.7 6.3 7.2
Vocational — 11.0 10.2 8.3 7.9 6.9
Tertiary — 4.3 3.5 2.1 3.0 3.8

Turkey k TOTAL — — — — — —
Tertiary 7.1 — 6.5 5.6 5.3 —
General 17.4 — 23.5 25.5 20.7 —
Vocational 23.2 — 33.8 25.9 16.5 —
Primary or less 7.8 — 7.8 5.6 5.4 —

—   Not available.
Notes: Definition:of title: the number of unemployed by level of education, divided by the corresponding labor force for that level of education.

Data are second quarter labor force survey data 
a. 1993 data are third quarter. b. 1994 data are third quarter. c. 1995 data are third quarter. d. 1996 data are third quarter. e. 1997 data

are third quarter. f. 1994 and 1995 data are first quarter. g. 1995 and 1995 data are first quarter. h. 1996 and 1995 data are first
quarter. i. 1997 and 1995 data are first quarter. j. 1998 and 1995 data are first quarter. k. April for each year. Household Labor Force
Survey Results, State Institute of  Statistics. l. 1992-5 data are fourth quarter; 1996 are first quarter. 

Sources: Based on OECD-CCET Labour Market Database

Table A13   Unemployment by Education Level  (percentage of corresponding labor force)
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Country Education 1989 1990 1991 1992 1993 1994 1995 1996

Azerbaijan Primary or less — — 14.03 7.10 3.10 2.30 1.20 1.04
Lower secondary — — 48.68 41.19 36.40 41.90 60.70 53.15
Upper Secondary — — 37.29 51.71 60.50 55.80 38.10 45.82
Tertiary — — — — — — — —

Belarus Primary or less — — — — 7.12 9.02 8.77 8.46
Lower secondary — — — — 53.79 58.56 61.81 63.62
Upper secondary — — — — 21.96 20.57 19.77 19.05
Tertiary — — — — 17.13 11.85 9.65 8.87

Croatia Primary or less 36.18 36.73 37.27 35.97 35.80 36.62 36.26 35.82
Lower secondary 30.30 30.27 32.17 32.53 32.19 32.57 34.15 34.94
Upper secondary 23.86 23.50 21.64 22.47 23.30 23.05 22.68 22.50
Tertiary 9.67 9.50 8.91 9.03 8.71 7.76 6.92 6.74

FYR Macedonia Primary or less 50.00 49.76 — 47.91 48.05 49.33 51.04 52.11
Lower secondary 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Upper secondary 43.05 43.29 43.59 44.80 44.76 43.90 42.77 41.94
Tertiary 6.96 6.95 7.05 7.28 7.19 6.77 6.18 5.95

Georgia Primary or less — — 1.00 1.00 0.80 0.50 0.20 0.10
Lower secondary — — 6.00 5.00 3.20 3.00 1.80 0.90
Upper secondary — — 22.00 24.00 23.00 21.50 19.00 19.00
Tertiary — — 71.00 70.00 73.00 75.00 79.00 80.00

Kyrgyz Republic Primary or less — — — 0.00 0.00 0.00 0.00 0.00
Lower secondary — — — 8.02 8.62 7.95 9.00 11.37
Upper secondary — — — 61.19 65.80 75.45 78.71 78.40
Tertiary — — — 30.79 25.58 16.60 12.29 10.23

FR Yugoslavia Primary or less 42.37 42.13 41.73 41.10 40.73 40.23 40.84 41.42
Lower secondary 16.59 17.41 18.54 19.31 19.85 20.58 21.16 21.58
Upper secondary 34.85 34.13 33.03 32.35 31.76 31.36 30.96 30.52
Tertiary 6.19 6.33 6.70 7.25 7.66 7.82 7.04 6.48

—    Not available.
Source: Taken from labor surveys.

Table A14   Share of Registered Unemployed by Level of Education
(percentage of unemployed)
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Country Note 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 4.0 4.1 4.1 4.5 5.2 5.4 5.3 5.3 4.7
Hungary 5.7 5.8 6.3 6.6 6.5 6.4 5.5 4.9 4.3
Poland — 4.8 5.1 5.4 5.4 5.3 5.2 5.4 5.5
Slovak Republic — 5.1 5.6 6.0 5.2 4.4 5.1 5.0 —
South-Eastern Europe
Albania 4.0 4.2 5.0 4.2 3.3 3.2 3.8 3.2 3.3
Bulgaria — 5.0 5.1 6.1 5.7 4.8 4.0 3.2 4.0
Romania 2.2 2.8 3.6 3.6 3.3 3.1 3.4 3.6 —
Former Yugoslavia
Bosnia-Herzegovina — — — — — — — — —
Croatia — — 2.9 1.8 1.8 2.9 2.9 2.9 2.9
FYR Macedonia — 5.9 6.8 5.4 6.0 5.7 5.7 5.9 5.4
Slovenia — — 4.8 5.5 5.8 5.5 5.8 5.8 —
FR Yugoslavia — — — — — — — — —
Baltic States
Estonia — — — 6.1 7.1 6.7 7.1 7.3 —
Latvia 5.5 4.8 4.2 4.6 6.1 6.1 6.9 5.8 5.8
Lithuania — 4.5 — — 4.6 5.6 5.6 5.4 5.8
Western CIS
Belarus — — 4.6 5.3 6.0 5.8 5.5 6.1 6.6
Moldova — — — 7.8 6.0 7.4 7.7 9.4 8.9
Russian Federation — 3.7 3.6 3.6 4.0 4.5 3.6 3.8 4.2
Ukraine — — — — — — — — —
Caucasus states
Armenia — — 7.5 8.9 5.2 2.5 3.3 2.0 1.7
Azerbaijan a 6.1 6.6 6.3 5.8 6.8 4.4 2.9 3.3 3.0
Georgia a b 6.4 6.5 7.0 5.0 0.6 0.5 0.9 1.2 1.4
Central Asian Republics
Kazakhstan — — — 2.1 3.9 3.0 3.2 — —
Kyrgyz Republic a 7.9 7.5 6.0 4.9 4.2 5.9 6.6 5.2 4.9
Tajikistan a c — — — — 8.5 8.3 2.4 2.2 —
Turkmenistan — — — — 4.0 2.1 1.7 1.9 —
Uzbekistan a d — 10.4 10.2 10.9 10.4 — 7.4 7.4 —

—   Not available.
Notes: Definition of title: Total public expenditures, current and capital, on education, using the 1995 UNESCO definition.
a. World Bank data. b. GDP figures have been adjusted for 1989–94. c. GDP figures have been adjusted. d. Uzbekistan consolidated govern-

ment budget. GDP figures have been adjusted for 1990–93.
Source: Based on UNICEF-ICDC TransMONEE database

Table A15   Total Public Expenditures on Education  (as percentage of GDP)
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Country 1989 1990 1991 1992 1993 1994 1995 1996 1997

Central Europe
Czech Republic 20.8 19.6 18.7 18.0 17.5 16.7 16.3 14.5 —
Hungary 13.1 12.5 12.1 11.9 11.5 11.2 11.6 12.0 12.2
Poland 18.6 16.7 17.2 16.7 16.5 16.1 15.9 15.6 15.4
Slovak Republic 20.0 19.4 19.2 18.3 18.5 18.2 17.6 17.2 17.1
South-Eastern Europe
Albania 19.4 19.3 18.3 17.2 16.7 17.8 17.8 18.1 18.6
Bulgaria 15.6 14.8 14.3 13.8 14.0 13.9 13.6 13.4 13.9
Romania 20.0 16.7 16.6 15.7 15.4 15.0 14.8 14.5 14.8
Former Yugoslavia
Bosnia-Herzegovina 24.0 23.5 22.5 22.9 25.9 26.4 24.6 23.5 —
Croatia 18.4 18.6 18.7 18.7 18.2 17.9 17.4 16.8 16.5
FYR Macedonia 20.8 20.5 20.6 20.0 20.0 19.8 19.7 19.6 19.6
Slovenia 15.5 15.4 15.4 15.0 14.5 14.2 13.8 13.5 —
FR Yugoslavia 19.1 19.0 18.2 18.4 17.8 17.6 17.7 17.3 16.9
Baltic States
Estonia 10.7 10.5 11.3 10.3 11.1 11.6 11.7 — —
Latvia — — — — 10.3 10.5 10.5 10.3 12.0
Lithuania 12.6 12.0 11.3 11.1 11.0 10.7 10.8 10.9 11.3
Western CIS
Belarus 11.8 11.8 11.6 11.4 11.1 11.0 11.0 10.7 10.5
Moldova 12.5 12.4 12.6 12.4 12.5 12.5 12.7 13.3 —
Russian Federation 14.1 14.0 13.4 12.9 12.5 12.4 12.5 12.1 11.9
Ukraine — — — — — — — — —
Caucasus
Armenia 11.7 11.7 11.8 11.4 10.7 10.4 10.4 10.4 8.7
Azerbaijan 10.9 10.5 10.5 10.3 9.8 9.8 9.6 9.7 9.9
Georgia 8.4 8.2 8.0 7.8 7.9 8.0 8.0 7.9 9.2
Central Asian Republics
Kazakhstan 13.1 12.8 12.3 11.6 11.2 11.3 11.3 11.8 12.7
Kyrgyz Republic 11.6 10.7 10.8 10.9 12.0 12.2 12.6 13.4 13.5
Tajikistan — — — — — — — — —
Turkmenistan 14.3 14.0 14.2 13.8 13.5 13.5 13.5 13.7 13.4
Uzbekistan — — — — — — — — —

Turkey 33.8 33.9 32.4 31.8 30.6 30.7 29.9 31.2 30.0

—   Not available.
Notes:  1996 data is from SIS 1999 (Table 1). 1997 data is from  Ministry of National Education 1998 (Table 19). 
Source: Based on UNICEF-ICDC TransMONEE Database, SIS 1999.

Table A16   Student/Teacher Ratios in Basic Education
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Country 1985 1990 1991 1992 1993 1994 1995 1996 1997

Azerbaijan 86.9 88.1 74.1 94.0 97.2 91.4 73.0 71.6 73.1
Armenia 77.0 65.2 78.2 85.8 67.5 41.9 46.6 53.0 43.9
Belarus 85.0 71.2 77.5 82.8 78.7 80.2 78.7 83.8 82.5
Georgia 81.9 73.3 85.0 79.0 47.2 19.1 51.5 50.3 63.1
Kazakhstan 75.0 67.4 72.7 53.9 61.9 52.1 61.6 73.7 75.1
Kyrgyz Republic 90.0 75.2 73.8 62.9 65.4 102.1 84.0 70.9 61.0
Moldova 89.9 66.3 69.7 86.5 83.3 78.6 76.0 84.7 76.9
Russian Federation 77.7 67.0 70.8 61.8 67.7 68.1 64.5 69.8 64.8
Tajikistan 104.3 88.4 79.7 85.2 74.7 81.2 61.3 49.1 —
Turkmenistan 94.1 76.0 62.3 81.4 88.6 56.1 73.2 64.5 —
Uzbekistan 94.7 79.4 77.0 85.1 79.2 64.7 64.1 73.9 —
Ukraine 84.4 70.6 74.4 79.3 71.0 77.5 86.1 77.7 72.3

—   Not available
Notes: Definition of title: Education wage/economy wage. 
Sources: Based on CIS StatCommittee 1998a.

Table A17   Wages in Education, 1980–97  (as percentage of average wage in economy)
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GLOSSARY

Accountability. Mechanisms that stakeholders can use to assess the public sector’s performance and to pressure the
state to honor their interests. 

Adult education/training. Includes college, vocational, and occupational programs, continuing education and noncredit
courses, correspondence courses, and tutoring for adults. These services are supplied by employers, community
groups, and other  providers.

Alignment. As used in this paper, the matching of the skills and knowledge created by the education system to the
skills and knowledge required by a country’s economic and political systems.

Basic education. Primary and lower secondary education combined. ECA countries vary somewhat in the organization
of their education systems and in the ages and grades associated with each level of education. However, in gen-
eral, primary education can be grades 1–4/5, the normal age range being 6/7 to 10. The lower secondary level
can be grades 5/6–8/9, the normal age range varying from 10–14 to 11–15. 

Block grants. Grants made to local governments but not reserved exclusively for education.

Capitation financing; demand-driven financing. Funding for education that is determined primarily by the number of 
students in a subnational unit, such as a school or district. Sometimes called “money follows student”, these
financing systems are based on capitation (“headcounts”), unit cost, or average cost. The funding formula per stu-
dent can be adjusted for factors that result in differences in the costs of providing education, as in small villages. 

Categorical (or “earmarked”) grants. Funding that can only be spent for a specific purpose such as education.

Choice. Giving customers for goods or services, such as educational services, alternatives among which they can select.
Although competitive market forces are normally used to provide options, the public sector can structure service
delivery in ways that create alternatives for beneficiaries.

Civic mindedness. Playing by the rules of the game that govern communal life—for example, not cheating on taxes.

Cognition. The act or faculty of knowing, or the process of knowing, or knowledge and  the capacity for it, or thinking.

Cognitive self-management. See Metacognitive skills. 

Contact hours. The number of hours per week scheduled for face-to-face contact between teachers and students.

Continuous education. The availability of educational and training experiences throughout life.

Diagnostic assessment of student learning. Assessment of a student’s strengths and  weaknesses that teachers can use
to tailor instruction that addresses weaknesses.

Distance education. Programs in which students and teachers communicate almost exclusively through correspondence,
audio or video links, or computer.

Document literacy. The knowledge and skills required to locate and use information contained in various formats,
including job applications, payroll forms, transport schedules, maps, tables, and graphics.

Economies of scale. Realized when an increase in the size of an activity—for example, increased class size—requires
less than a proportionate increase in cost. 

Educational attainment. The highest level of education completed.

Education mainstreaming. Policies aimed at limiting the grouping of students by ability or achievement in order to avoid
exclusion. Mainstreaming implies relaxing rigid divisions between vocational and academic curricula and adopting
teaching methods and curricula that allow students in shared spaces, but of different aptitudes, to progress.

Efficiency. For an education system, measured by the relationship between the outcomes achieved and the resources
used to produce those outcomes.

Enquiry-based teaching. Method of teaching in which the teacher, instead of giving the learner verbal descriptions of
a concept or principle, structures the learning experience so that the student can develop the concept or arrive
at the principle himself/herself. 
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Enrollment rates (gross and net). A gross enrollment rate expresses the total number of children of any age enrolled
in a schooling level as a percentage of the total number of children in the relevant age group for that level. Net
enrollment rates measure only the number of children of the relevant age group enrolled in a schooling level as
a percentage of the total number of children in that age group.

Epistemology. Study or theory of the nature and grounds of knowledge, especially with reference to its limits and validity.

Evaluative skills. Advanced thinking skills that allow the individual to make judgments about the value of materials or
methods for a given purpose. 

Fairness. In education, equitable opportunities to learn, rather then equality of learning outcomes; for example, all
students have the textbooks for a grade. 

Foundation skills. The literacy and quantitative skills that provide the base for subsequent learning and enhance the
efficiency with which it occurs. 

General (academic) upper secondary education. One of three alternatives for students in ECA countries following basic
education. The academic, or general, stream leads to matriculation from secondary education and lasts two to
four years. (The other alternatives are a technical/vocational stream that also leads to matriculation from sec-
ondary education and that lasts three to four years and a vocational program that does not lead to matriculation
and that lasts one to two years.) 

Gini coefficient. The Gini coefficient measures the degree of inequality of the distribution of earnings. It is equal to 0
in the case of total earnings equality and to 1 in the case of total inequality.

Governance. Governance in the education sector refers to the process of goal setting for the sector as it affects policy
and process and monitoring the progress of the sector relative to these goals.

Higher education or tertiary education or postsecondary education. Education programs offered to students who have
successfully completed prerequisite studies at the upper secondary level. There is usually opportunity for post-
secondary technical as well as university training. Program completion is marked by the awarding of a university
degree or a recognized equivalent qualification. 

Higher order thinking skills. As defined in Resnik (1987), higher order cognitive thinking is evidenced in solving prob-
lems that have certain characteristics: the path of action is not fully specified in advance, nor is the path to a
solution mentally visible from any single vantage point; the problem yields multiple rather than unique solutions
and requires nuanced judgment and the application of multiple criteria that sometimes conflict with one another;
and not all of the information needed to solve it is available.

Human capital. Investments in knowledge and skills of individuals that increase the individuals’ future welfare by
increasing the efficiency of their future consumption and productivity. These investments include but are not lim-
ited to education and training.

Incidence of poverty. Percentage of the population or of a particular population group living below an established
poverty line.

Informal user charges. Payments by service users—such as payments by parents for educational services—that are 
neither explicit nor public.

In-service teacher training. Professional development programs of varying duration for the existing teaching force, as
distinct from preservice training for students before they enter the teaching profession.

Knowing-how-to-learn skills. See Metacognitive skills. 

Learning outcomes. The knowledge, skills, attitudes, and values that students acquire as a result of their schooling
experiences.

Literacy. As defined in the International Adult Literacy Survey (IALS), information-processing skills, including numer-
acy, that adults need in order to perform tasks encountered at work, at home, or in the community. These skills
include the ability to draw meaning from written symbols—the defining characteristic of higher level reading and
writing skills being the ability to draw on an extensive repertoire of knowledge and experiences to expand and
interpret the meaning of verbal and quantitative texts.
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Lower secondary education. The upper grades of basic education, usually grades 5/6–8/9, with the normal age range
varying from 10–14 to 11–15. 

Management. How the implementation of goals for a sector is organized.

Metacognitive skills (known also as executive thinking or cognitive self-management). The cognitive ability to observe
and reflect on one’s thought processes and problem-solving attempts in order to improve their productivity.

Minority language instruction. Teaching subjects in a language of a particular minority group.

Multigrade teaching. Teaching a group of students of different grades combined in a single classroom.

Net reproduction rate. The average number of daughters that would be born to a woman if she passed through her life-
time conforming to the age-specific fertility and mortality rates of a given year. An NRR of 1 means that each
generation of mothers is having exactly enough daughters to replace itself in the population.

Paper voucher. A certified document stating the amount of public funding following a student to the school of his or
her choice.

Pedagogy. The principles and methodology of teaching and instruction.

Poverty assessment. One of the World Bank’s key instruments for analyzing poverty and the public policies, expendi-
tures, and institutions that affect the incidence of poverty.

Preservice teacher training. Training provided to future teachers before they enter the teaching profession.

Preschool. Distinct from nursery care for children of ages 0–3; includes children from age 3 to ages 5, 6, or 7. When
preschool includes 7 year olds, the curriculum for 7 year old preschoolers tends to approximate that of the first
grade in primary schools in other countries.

Primary education. The initial years of basic education, encompassing grades 1–4/5, with the normal age range for
these grades being 6/7 to 10.

Prose literacy. As defined by the IALS, the knowledge and skills needed to understand and use information from texts,
including editorials, news stories, poems, and fiction.

Quantitative literacy. As defined by the IALS, the knowledge and skills required to apply arithmetical operations, either
alone or sequentially, to numbers embedded in printed materials. Such applications include balancing a check-
book, figuring out a tip, and completing an application for a loan or determining the amount of interest on a
loan from an advertisement.

Report cards. Periodic formal reports made by a school to a parent or guardian on a student’s performance, progress,
attitudes, and values, or the report made by a school district or central government to parents on the perfor-
mance of the schools attended by their children. 

Social cohesion. Willingness of groups to cooperate across boundaries that normally divide them (e.g., clan, ethnic, 
or religious membership). Social cohesion increases economic development by reducing the risk of political 
instability and civil strife, both of which increase the risk and uncertainty of economic transactions.

Technical upper secondary education. Three- or four-year programs leading to a diploma  and the opportunity to con-
tinue tertiary studies. Some programs require completion of general upper secondary education as a prerequisite
for enrollment in the program; others offer academic courses that let students complete academic upper 
secondary school equivalency simultaneously with technical training.

Total fertility rate. The sum of age-specific birthrates over all ages of the child-bearing period. It represents the theo-
retical number of births to a woman during the child-bearing years, using the given year’s birthrate as a constant.

Trust. The belief that the other person will honor his or her implied or explicit side of a  bargain or a contract.
Economic development is based on human cooperation and exchange—on transactions. Trust enhances economic
development because it increases the efficiency of these transactions. 

Tutor. (1) A teacher; (2) a teacher who works with students individually, perhaps outside school hours, in return for a fee

Tutorial. A meeting between a tutor and a single student (or sometimes small groups of  students) in which intensive
face-to-face teaching and discussion occur.
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Upper secondary education. The level of education that follows basic education and encompasses three tracks: general
secondary or academic, vocational secondary; and technical secondary. The normal ages vary from 14/15 to 17/18.

Virtual voucher. A computerized system of allocating public funding among schools  based on school choice exercised
by students.

Vocational secondary education. One-to-three-year programs providing vocational training in specific occupations or
trades through school or work-based programs. Some programs of longer duration also offer academic courses that
let students complete general secondary school equivalency along with vocational training, thus giving them
access to tertiary education.

Voice or participation. Opportunities for citizens or customers to exert pressure on  service providers to perform. Users
and beneficiaries can participate in the definition of input and outcome standards. They can also use information
on the performance of the public or private sector to press for improved performance and to choose among educa-
tional options on the basis of differential performance. The central players for exercising voice include beneficiaries,
users, taxpayers, and civic groups.

Voucher principle. Combines the principles of school choice and “money follows student”. The voucher principle can be
implemented by basing each year’s budget on the previous year’s enrollment.


