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LINKING EDUCATION TO ECONOMIC
DEVELOPMENT

In the last issue, we reviewed the change
in perception of the possible contribution of edu-
cation to economic development and looked at a
case study of Madagascar as a good example of
education planning utilizing economic analysis.
This issue deals with a general review of African
experience in this domain and one of the Asian
experiences, in particular, a Korean case.

One of the most notable differences in the
pace of development is that between Africa and
East Asia: African economies have grown very
slowly in the 30 or so years since independence,
whilst East Asian economies have grown at a brisk
pace. At independence many indicators such as per
capita income showed that Africa and East Asia
were at the same levels of development. Indeed a
few African countries had higher per capita incomes
than some of their Asian counterparts. African coun-
tries appeared to be more favoured than many East
Asian countries, Korea being a case in point. Despite
these initial apparent advantages of Africa, East
Asia managed to forge ahead at a much quicker
pace than most of Africa.

One reason is that many countries in East
Asia had gained independence roughly a decade
before African countries did. Another may be that
countries like Korea had been totally destroyed by
a combination of Japanese colonialism and two major
wars, whereas African countries inherited more or
less intact colonial systems of government. Korea
suffered major catastrophes including the destruc-
tion of its feudal system, the re-distribution of land,
and the fact that it had inherited few natural resources.

Professor Aloysius Amin provides us with
a theoretic basis for linking education to economic
development with the focus on Africa. Major changes
are needed both in the education and in the econom-
ic planning systems. He examines the experience of
manpower planning and its drawbacks.

Dr. Yang-Ro Yoon analyzes the differ-
ences between the education policies and pro-
grammes of Korea as compared mainly to those
of Kenya and East Africa. Korea provided a high
quality but low cost primary education for all for
several decades, but left secondary and tertiary
education as mainly the responsibility of the pri-
vate sector. However the private sector was closely
supervised, and also received grants and subsidies
which allowed them to expand. Educational attain-
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ment was used as the main criterion for social improve-
ment. Girls and women were given equal oppor-
tunities for education, despite a traditional culture
that was decidedly macho. As Korea became more
prosperous, the government was then able to take greater
responsibility for secondary education. Higher educa-
tion remains dominated by the private sector. In East
Africa there was more investment in tertiary edu-
cation, whilst poverty stricken parents had to make
serious sacrifices to ensure that their children received
adequate primary education. Important investments by
the Korean government included ensuring high quality
subsidized and affordable textbooks, and sound and
continuous training for teachers.

Interestingly enough Koreans did not allow
outsiders in the form of donors, including such an
important multilateral agency as the World Bank,
to make decisions for them. Instead they quietly
but stubbornly ensured that outside aid would be
utilized in ways that they considered best, and even-
tually they were proven correct.

It would be interesting to see if Africa will
be able to make the economic and developmental
breakthroughs that have been made in East Asia.
Education remains a pre-requisite for such develop-
ment. It is important to note that, for economic develop-
ment, investing in education and achieving planned
outcomes are just a starting point. As indicated in
Dr. Yoonés article, what is crucial is to establish
mechanisms such as institutions, regulation and
incentive structures, which can effectively translate
educational outcomes into economic outcomes. Such
mechanisms should differ depending on each countryts
given context: history, natural resources, human resourc-
es, political regime, cultural factors, etc. Therefore, it is
essential for each country to define their own devel-
opment path and develop their own mechanisms.
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Abstract: Investment in human capital builds and enhances the capacity and skills of the labour force and generates the
appropriate knowledge for technological progress, all with the main goal of higher productivity, growth and development.
Yet a conscious effort must be made to integrate education fully into economic plans of African economies, such that
educational reforms move at least simultaneously with economic reforms and not lag behind economic reforms.

Introduction

It is now generally agreed that a
well trained, skilled labour force or work
force is necessary for socio-economic develop-
ment of any society or country. Educational
productive value is a function of educa-
tional level, the subjects studied, the rela-
tion of the training to the occupations and
the economy. This means that the labour
force with higher levels of educational quali-
fications may not necessarily generate
economic growth. This may be because the
content of education is not relevant to the
needs of the society.

Technological progress arises from
human capital accumulation. It is promoted
by deliberately increasing resource utilisation
and investing in people. Increase in human
capital accumulation increases the stock
of technical knowledge and in turn raises
the productivity of productive units. Higher
productivity increases depend on a flex-
ible labour force with ability to change.
Technological progress also  generates
increases in productive resources. Technology
increases economic resources and conse-
quently increases in productivity and output.
Output expansion or economic growth is cen-
tral to economic development.

There is a difference between eco-
nomic development and economic growth.
Economic growth refers to quantitative
expansion of economic aggregates such
as gross domestic product (GDP) or income
per capita or aggregate society endow-
ments. Economic development deals with
the process of quantitative expansion as
well as qualitative changes in factors such
as institutions, organisation, culture, etc
in the economy. For instance, economic
development involves the distribution of
income or wealth towards a more equi-
table distribution, sectoral distribution of
income, employment changes with increases
in employment opportunities, changes in
production techniques or production methods
accompanying economic growth. Thus, eco-

nomic development can lead to improvement
inthe

quality of lives of the people. The right
policies can generate economic develop-
ment that is promoted by economic growth
based on the appropriate human capital
formation.

Educational and Manpower
Planning

In the earlier years of Educational
and Manpower Planning, estimates of
manpower needs were derived from eco-
nomic targets. The targets were fixed by
planners and underlying the targets was
the productivity of the required labour.
The projections of manpower needs were
therefore determined according to sectors
of the economy and by occupational cat-
egories with levels of education such that the
manpower required was expressed in edu-
cational targets, but this was sometimes
based on the available resources. It was
thought possible to integrate economic
planning with educational planning. Yet
it was hardly done. Educational planning
was done separately from economic plan-
ning. Throughout it was implicitly assumed
that the educational system had the ability
to adjust the structure of the labour force
with production target corresponding to
occupational structure.

Manpower requirements, fore-
cast and planning were focused on high
level manpower. Within the high level
manpower the stress was on the subsec-
tion of manpower such as scientific and
technical personnel, and the length of time
required to train this high-level manpow-
er. The primary objective of the manpow-
er plans was to reduce the acute shortage
of manpower, since there was dearth of
high-level and middle-level manpower.
This was said to be a major constraint on
economic growth. With better statistics,
it was believed that technical coefficients
would be used to assess manpower needs

in the education system by using input/
output coefficients as in economic plan-
ning. Yet the occupational structure as it is
related to the productivity employment
structure is not properly known in many
African countries. For example, the infor-
mal sector and the rural sector with main-
ly self employment were often not included.
Despite these initial efforts, there has been
no coherent and comprehensive linkages
between the educational and manpower
plans with the economic plans of many
African countries.

Initially, there were great short-
ages of high-level personnel. Although
today there are still acute shortage of
highly skilled persons for certain occupa-
tions in many African countries, yet there
are also manpower surpluses involving
different levels of education.
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What do we do then? Shall we
allow the invisible hands of the market
where prices reflect marginal productiv-
ity or marginal utility to do the job? Note
that the inherited colonial incentive struc-
tures do not really reflect the so-called
marginal productivity nor the realities of
the society, for example, disparity in the
income and social structure, and sectoral
distribution with contribution to GDP. So
shall we do away with a competitive mar-
ket system? No, this is not a choice between
the market mechanism and the govern-
ment mechanism. They are complemen-
tary.

The market system cannot do
the job alone as it has long been seen.
Yet mathematical approaches should be
cautiously used, as manpower projections
are subject to errors, and their validity
depends on the data or assumptions used.
This means the continued utilisation of
manpower projections but improvement
in the assumptions made and data used.
Some countries, when they say labour mar-
ket forecasts, they mean occupational fore-
casts. Manpower forecasts have therefore
taken different forms.

Manpower requirements should
include short and medium term and not
only long term forecasting. So the struc-
ture of manpower planning should include
specific proposals for meeting short and
middle term needs. Implications for long
term projections are immediately observed
in the current budgetary decisions. Providing
the population with education involves uti-
lizing much scarce resources: once used on
education they cannot be used for other
purposes. How do you determine the opti-
mal share of resources to be devoted by
a country to education at a given time? Is
planning supported by careful job analy-
sis or study of the countryds needs?

Evaluating Educational Plans

Educational planning has been
limited to formal education (in fact often
only to part of formal education), exclud-
ing non-formal and informal education.
The planning within this restricted sector
has not been comprehensive, such that
the outcome has been the production of
educational output not only much greater
than employment opportunities but not
relevant to the societyls needs. This also
means posing problems of labour produc-
tivity in African economies. Labour pro-
ductivity should really be increasing. Modern

technologies are both capital and knowl-
edge intensive and raise labour produc-
tivity significantly, but in African economies
simple technologies are labour intensive
with little capital usage producing very
low levels of labour productivity.

There has been very serious
methodological and fundamental criti-
cism made against manpower require-
ments approach. In spite of these criti-
cisms, manpower forecasting in some
countries serves as a reference point for
policy makers to take decisions on edu-
cational investment and also provides
assistance to occupational and educational
guidance. The informational function
goes further to inform firms on workersd
educational background. But it is limited
in giving an overall balance between labour
supply and labour demand, involving all
occupational categories, type of educa-
tion, and educational levels with qualifi-
cations. The contribution of occupation to
the national output or national production
is not quite clear. Many problems emerge
as it is easy to measure the production of
some occupation but difficult to measure
that of others. Agricultural and industrial
production can be easily measured but
service contribution could be quite dif-
ficult.

Educational Reform: Quality
and Quantity of Education

Educational reform is always
concerned with re-examining the role
of education in the economy and nation-
building. This therefore involves looking
at national goals and how they are served
by the educational system. Evidence
seems to show that the efforts towards
educational reform have not been suc-
cessful.

Emphasis has been on the quan-
titative aspects - expansion of educational
output to the neglect of quality and rel-
evance. Quantitative expansion generates
imbalances between different levels of
the educational system, between the mix
of educational outputs and the needs of
the labour market.

Lag in Educational and Economic
Reforms

There has always been a great
lag between changes or reforms in the
economies and the changes in the edu-
cational system. Technological progress

tends to rapidly move with the changes in
the economic structures of the economy.
Delays in changing the education system
to cope with the economic system would
tend to produce lower growth and gener-
ate more poverty. A good knowledge base
generated from human capital formation
should make it possible to sharply short-
en the lag between educational reform
and economic reform, with knowledge
generation applied in such a way that socio-
economic issues are addressed appropri-
ately. There is therefore a need for the
labour force to increasingly acquire high-
er average levels of skills, knowledge and
information for greater equality in skills
distribution within the population.

The Asian case is a good exam-
ple where there was general basic human
capital investment in both men and women.
The educational system was reformed simul-
taneously with the economic system.
Countries like South Korea, Taiwan and
Thailand emphasised on market mecha-
nism, competition and international trade,
at the same time ensuring that there
was broad-based participation in economic
growth. Economic gains and growth were
well distributed. Barriers to economic mobil-
ity were removed and gender equity was
promoted mainly through the education and
employment of women. These were based on
strategies that could easily be adopted to
different economies.

Informationand Communication
Technologies

The use of knowledge and infor-
mation technology is increasingly becoming
dominant in some economies such that
these economies produce very high value
added products. The knowledge economy
is based on the use of global infrastructure
for telecommunications, data exchange, media
and entertainment, knowledge and publish-
ing industries, computer hardware and soft-
ware industries, new financial systems sup-
porting online transactions, emerging global
legal infrastructure, etc.

The global coverage of infor-
mation and communication technologies
(ICTs) is changing societies and develop-
ment patterns. Those that do not embrace
ICTs are left behind and marginalized,
thus limiting their growth and development
possibilities. Purely agricultural economies
(such as African economies) tend to be
excluded from the global economy and at
the same time are being exploited.
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Conclusion

The government influences changes
in the principal economic variables and sets
specific quantitative targets to be achieved
in a given period of time. This does involve
allocating scarce resources among alterna-
tive uses such that there is maximum
benefit to the economy. A good relation-
ship between objectives, constraints and

policy instrument variables must then be
established, with a proper plan implementa-
tion involving administration, instruments
of implementation, a system of incentives,
and constant evaluation.

How can educational planners
then optimize the positive educational
development on employment and devel-
opment? A possible way out is to have a
good integration of educational planning
into the economic planning. This would
involve a proper and efficient alloca-

tion of resources inter-educational levels
and intra- educational levels as well as in the
economy, that is manpower requirements
going together with national socio-eco-
nomic priorities. What are the resources
available to the nation? Can the nation offer
more education to its people? All this may
depend also on the resources and the rate
of economic growth. Economic growth is
very important as it also generates more
resources, for the provision of more edu-
cation.
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Effectiveness Born Out of Necessity:
A Comparison of Korean and East African Education Policies

~ Yang-Ro Yoon, PhD _
Senior Human Resources Economist
World Bank!

Abstract: Today, many observers attribute much of the difference in developmental success between regions to
fundamental differences in their cultural and geographic preconditions and institutions. We argue that this conven-
tional wisdom is seriously incomplete; through a detailed analysis of Korean education policy since independence
and frequent comparisons to East African experiences, we hope to show that fipragmatic differenceso also played a
big role.

The success of Korea®s post-war education policy is interesting in particular because it is due less to the amount
of resources invested in education than to the effectiveness of its policies. This paper tries to determine how this
effectiveness was achieved, and what background factors made it possible.

We identify the following pragmatic factors in particular as crucial to the long-term success of Koreads education
policy. First, there was a highly focused social and political will to deveop based on consensus on the paramount
importance of education to achieve it. This resulted in fia change mindsetd, an aggressive and at the same time highly
flexible drive for results. Here we analyze in detail the provision of appropriate incentives, in particular the role of
the meritocratic examination system in generating a high private rate of return on education. A third key pragmatic
factor was the Korean government(s ability to make tough choices in the face of very tight scarcity constraints. The
initial choice of quantity of people educated over the investment per head, coupled with willingness to temporarily
sacrifice fixed standard of educational quality, and second, the priority of investment in primary education until at
least the early 1970s.

Based on striking similarity of the situations between Korea and East Africa following their independence, we
draw frequent comparisons between the two, and argue that the Korean experience contains valuable potential
lessons for Africa that are relevant and applicable today.

IThisisa summary of a working paper with the same title. The complete paper can be obtained from the author at Yyoon@worldbank.org. The usual disclaimer
applies. The opinions expressed in this paper are just the authorés and do not necessarily represent those of the World Bank or the ECA region.
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Introduction

Today, the social sector is given
increasing priority in development: it is
now widely accepted that education and
health are critical to poverty reduction
and economic development. Indeed, major
international finance institutions and the
UN have jointly adopted increased invest-
ment in education and health as a key to
their poverty reduction strategy (Social
Summit, 2000).

These ideas are partially sup-
ported by existing research. For example,
a number of authors have found that pub-
lic spending on education has positive effect
on education indicators (see, for example,
Flug, Spilimbergo, and Wachtenheim, 1998).
On the other hand, it appears that only a
small fraction of the benefits from public
spending on human development accrue
to the poor (Chu, Davoodi and Gupta,
2000). Likewise, recent econometric
studies find no systematic evidence that
public spending on the social sector has
significant positive effects on economic
growth or incomes of the poor (Lundberg
and Squire 1999, and Dollar and Kraay
2000). To throw light on this apparent
disconnect between public spending on
education and outcomes in terms of growth
and poverty reduction, we will analyze in
this paper the experience of one promi-
nent example of successful development
through education, that of Korea from
1960 to 1990. This example is interesting
in particular because Koreafs success was
not due to an unusually large economic
investment in human resources; in fact,
Korea devoted less than average of their
GNP to public expenditure on education
(in the period 1965-95, between 1.8 to
4.4 percent). In other words, Korea must
have been especially effective in translat-
ing the resources devoted to education into
educational and economic outcomes.

Effectiveness has indeed become
an increasingly central concern in the dis-
cussions of development policy (World
Bank, 1998). In particular, in the context
of the Millenium Development Goals
(MDGs), it is generally agreed that besides
substantial increases in foreign aid, achiev-
ing these goals in a sustainable manner will
require that they be used much more
effectively than in the past. Creating
a sound policy environment, good gov-
ernance practices and widespread owner-
ship are widely viewed as crucial; our
analysis of the Korean experience illumi-
nates all of these.

In this paper we will therefore
describe the various mechanisms through
which Korean education policy was made
effective. We will also analyze in a some-
what more speculative vein which back-
ground factors enabled these mechanisms
to work and drove key policy choices.
The emphasis of the paper will be on
the role and interplay of various policy
measures, and institutional and attitudinal
factors in a specific historical context.

Korea has undoubtedly achieved
the basic development goals as illustrated
by the MDGs, even though its education
system clearly needs further reforms (as
do its political and economic systems more
broadly). Indeed, some of the policies so
successful earlier on make further reforms
particularly necessary now (see, for exam-
ple, Lee 2001). By contrast, while Africa
started out after independence in the 1960s
in a similar situation, and while in the begin-
ning it pushed educational development
aggressively as well, its efforts failed to be
sustained since the late 1980s. Today, in
education as in other dimensions, Africa
is the region farthest away from the
MDGs. We will thus compare the Korean
record with that of East African countries
to draw lessons from the Korean experi-
ence and to explore the implications of
these lessons for East Africa. To ensure
the relevance of our analysis for East
Africa, the focus will be on the 1960s
and 1970s.

Finally, there was a near-con-
sensus among development experts at the
time that Confucianism was a serious hurdle
toeconomic development. Indeed, since
Korea also lacked natural resources of
almost any kind, it was frequently co
nsidered aobasket caseo0 (Berger,1987). Only
since the mid-1980s, with increasingly
evident success of East Asia did develop-
ment experts start to revise their views
and attribute a positive, growth-promot-
ing role to Confucianism. While Confucianism
has undoubtedly played a role in Korean
development, we shall argue that this
difference in cultural fiendowmento is not
sufficient by itself to explain disparities
in outcome between Korea and East
Africa. As two factors that are not a mere
extrapolation of the Confucian heritage, we
identify an (unfulfilled) desire for democ-
racy and a mindset of aggressively pur-
suing change driven by self-confidence
underneath.

At the center of the paper is a
detailed analysis of the broadly fiprag-
matico factors that were crucial to
the

long-term effectiveness of Koreads edu-
cation policy. We identify the follow-
ing in particular. First, there was a highly
focused social and political will derived
from Koreads desperate need to develop
and the paramount importance of education
to achieve it. This resulted in a fichange
mindseto, an aggressive and at the same
time highly flexible drive for results;
many policies were tried and adapted
or revised according to their effects and
to changes in the situation. In particular,
the provision of appropriate incentives of
the various participants in the educational
process (students, teachers, parents, and
bureaucrats) was carefully considered
and played a crucial role in the shap-
ing of education policy. The highly
meritocratic and transparent examination
system in particular helped to generate a
high private rate of return on education.
A third key pragmatic factor was the
Korean governmentés observance of fis-
cal discipline, its ability to make tough
choices in the face of very tight scarcity
constraints, and to receive the publicis
support in them. Two examples stand out
in particular. The initial choice of quantity
of people educated over the investment per
head, coupled with willingness to tempo-
rarily sacrifice fixed standard of educa-
tional quality, and second, the priority of
investment in primary education until at
least the early 1970s.

I. BROAD TRENDS:
WHAT HAPPENED?

Here we compare the initial
situations of Korea and the East African
countries in the 1960s and the broad
trend of their economic and educational
evolution.

Economic Growth

The Korean economy in the 1960s
and in the early 1970s was at par with or
behind East African countries. For exam-
ple, in 1962 Koreads GNP per capita was
US$ 87, while Kenyats was US$ 90. In
1970, Koreads GNP per capita was US$
270, still lagging behind Zimbabwebs of
US$ 330. The Real GDP growth rate of
Korea was also similar to that of Kenya
until 1980: for the period of 1961-65
5.9% growth in Korea versus 3.5% in
Kenya; for 1966-70 10.6% growth in Korea
versus 5.9% in Kenya, for 1971-75 8.2%
growth in Korea versus 10.0% in Kenya,
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for 1976-80 7.2% growth in Korea versus
7.2% in Kenya.

Other economic indicators also
show that East African countries did
better than Korea until early 1970s. The
gross savings rate (as % of GDP) was
higher, the trade balance was better and
the share of agriculture in GDP was simi-
lar or lower in East Africa. The statistics
of 1965 were as follows: gross savings
was 8% in Korea, 15% in Kenya, 13% in
Uganda and 14% in Zimbabwe; trade bal-
ance was -8% in Korea, and 1% of GDP in
Kenya and Uganda; and the agriculture
constituted 37% of the GDP in Korea, 35%
in Kenya and 20% in Zimbabwe.

However, Koreafs continued rapid
economic growth even after 1980 togeth-
er with a fast decline in population growth
led it to approach the ranks of high-middle
income economies, leaving Kenya and
the other East African countries behind.
Over the period 1980-95 Koreads real
GDP growth rate was about 5% higher
than Kenyafs every year. In Korea, popu-
lation growth rate declined from 2.7% in
1962 to0 0.9% in 1993; in Kenya, it increased
from 3.2% in 1965 to 4.2% in 1980 and
then declined to 2.6% in 1995.

In 1996 Koreads GNP per capita
had reached 10,600 (US$ 7,980 in 1998
after the financial crisis): the equivalent
1996 figures (in current US Dollars)
were US$ 320 for Kenya and US$ 610
for Zimbabwe. In 1995 gross savings rate
was 36% in Korea, 12% in Kenya and
17% in Zimbabwe; in the same year agri-
culture constituted 6% of GDP in Korea,
31% in Kenya and 15% in Zimbabwe.
Koreals economic growth led to the reduced
poverty and lower income inequality. The
Gini coefficient in Korea was around
0.35 between 1965 and 1990, while in
Kenya it was about 0.6 in 1971-80.

Educational Expansion

There is a large disparity in
education between Korea and East Africa
in the 1960s; but this can partly be attrib-
uted to the time lag of their independence
(1945 in Korea versus the 1960s in East
Africa) at which point they were roughly
comparable. Korea and all of East African
countries shared enthusiasm for educa-
tional development right after indepen-
dence with particular attention to rapid
expansion of educational opportunities
for their children as part of nation build-
ing. In 1980, about 15 years after inde-

pendence, East Africa caught up with the
educational level of Korea in 1960 par-
ticularly in literacy, primary and second-
ary education (after 15 years of Koreas
independence).

However, Korea and East African
countries have taken very different paths
in the next 15 years after independence.
In the 1960s Koreals economic take-off
combined with a decline in school-aged
children led to continuing progress in
education. The illiteracy rate reached 3
percent in 1995; universal enrollment in
primary schools was achieved by 1965 and
in junior high schools by the mid-1980s;
and high school education has been almost
universal since the late 1980s. Enrollment
in tertiary education also expanded quickly in
the 1980s. More than half of all school-aged
children now receive tertiary education.

In contrast, the educational expan-
sion in East Africa stagnated since the
1980s except for Uganda and Zimbabwe.

Public Spending on Education

All East African countries (except
for Ethiopia) spent a much larger frac-
tion of total government expenditure on
education throughout. Since East African
governments also spend a larger pro-
portion of their GNP than Korea, public
investment in education is much higher
in East African countries in relation to
GNP.

During the first 14 years since
its independence (1945-58), Korea spent
only about 4% of its government expendi-
ture (including foreign aid) on education,
which is about 0.5% of GNP. In 1959 the
Korean government increased the share
of education in government expenditure
to 15% to launch and implement the
6-year plan for universalization of com-
pulsory primary education. The share of
education expenditure again increased to
about 21% until 1971 when the second
plan for primary education (1967-71)
aiming to improve the quality of educa-
tion was completed. With completion of
the two plans, the government reduced
the share of education budget to about
14% in 1972; since then it has remained
between 14 to 17%, amounting to 2.2-
4.4% of GNP.

By contrast, for example, Kenya
spent 18-23% of its government expendi-
ture in education which amounted to 4.6-
6.8% of GNP in the 1960s and 70s. The
education share remained 17% through-
out to the mid-1990s, amounting to roughly
between 6.8-7.1% of GNP. Kenya spent

twice as much as that of Korea over the
same period although their educational
growth has become much slower than in
Korea since mid-1980s.

1. HOW?

This section explores in detail
how Korea was able to expand educational
opportunities rapidly and sustain the
expansion in the long run while com-
mitting comparatively few public resources.
We shall emphasize the following points
in particular. The Korean government recog-
nized from the very beginning the tight
resource constraints it was facing. Due to
the determined outcome orientation it was
able to make tough trade-off decisions
and to maintain strict fiscal discipline.
For example, early on the government
set a clear priority for primary education
in allocating educational expenditures. In
order to ensure cost-effectiveness of the
spending the government was willing to
sacrifice temporarily some quality in order
to achieve universal primary education
rapidly. To limit the damage resulting from
this emphasis on the quantity, supple-
mentary measures were taken to ensure
minimal levels of quality. The government
systematically supported the delivery of
education services by the private sector
for secondary and higher education, thereby
counterbalancing the governments emphasis
on primary education. Expenses for school
operation were funded through user charges
on top of taxes. We will make frequent com-
parisons to the situation and experience
of East African countries. The linkages
between education, economic growth
and poverty reduction in Korea will be
also explored.

Commitment to Primary
Education

The distribution of educational
expenditures can be as important as the
amount of educational expenditures. At
the early stage of its development, the
Korean government tried to provide pri-
mary education for all, by leaving upper
level education to the private sector.
Between 1965 and 1975, the Korean gov-
ernment invested about 65% of the total
educational budget in primary education,
20-25% in secondary and less than 10%
in higher education. The government shifted
weight to secondary education in the
1970s with the universalization of pri-
mary education (UPE) and still later to
higher education.
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share of secondary education in the total
education budget had risen to about 33
percent while primary education had
declined to 50%. For higher education,
government expenditure has been low
throughout. Even when the enrollment rate
for higher education had reached 48% in
1992, the share of government educational
expenditure on higher education was
still only 7%. The governmentis strong
commitment to the primary sector is also
reflected in that over 97 % of in-school
expenditures of primary schools are cov-
ered from the government educational
budget while the percentage is declining
with level of education: 59% for junior high
(middle) school, and only about 27% for
high school, college and universities.

The government has made a
conscious effort to equalize the quantity
and quality of primary education irrespec-
tive of gender, geographical location and
socio-economic status. The investment
in girls6 education from early on should
be noted especially given the tradition of
serious bias against women in the Korean
society. Thanks to the governmentis
effort Korean girlsd primary enrollment
rate was very high already in the 1960s
by world standards.

In contrast, although all East
African countries declared a strong com-
mitment to primary education, their bud-
gets reflected the governmentsd stron-
ger
emphasis on higher education. For all East
African countries, the proportion of public
education expenditure allocated to

primary education has been much lower
than that of Korea in 1970 (41%-49%
versus 64% for Korea), despite the weaker
primary sector in East Africa at the time.
For tertiary education for the same year,
the reverse is found for all East African
countries (shares of 12-20% in East Africa
versus 8% in Korea), even though East
African countries had much lower tertiary
enrollment rates (tertiary enrollment of
less than 1% in East Africa versus 7% in
Korea). It is well established in numerous
studies that lack of financing for primary
education in East Africa imposed large
financial burden on poor households and
more adversely for girlsd education: this
has contributed to lower enrollment of
girls in primary (and other levels of edu-
cation).

In addition to the higher share of
budget allocation for primary education,
population and economic growth rates
determine the absolute amount of public
expenditure per primary student. In 1965
public expenditure per primary student in
Kenya was three times as much as that of
Korean student: US$ 22 in Kenya versus
in US$ 8 in Korea (in current US Dollars).
While the primary school aged population
in Korea declined since 1975, it grew
3.8%-4.7% between 1975-1990 in Kenya
(Table 1). The gaps in population and
economic growth rates reversed the trend
from the 1970s: in 1990 the public expen-
diture per primary student was US$ 51 in
Kenya versus US$ 694 in Korea which
was 14 times that of Kenya.

Table 1: Population Growth of Primary School-Age (6-11 years of age)

Population Age 6-11
Average Annual Growth (%)
1965-75 1975-80 1980-85 1985-90*

Ethiopia 2.4 2.4 3.9 2.9
Kenya 3.8 4.3 4.7 3.8
Tanzania 3.8 3.7 3.9 4.0
Uganda 35 3.3 3.6 3.2
Zimbabwe 3.4 3.2 2.0 3.4
Korea 0.7 -0.4 -0.4 -0.3

*/ World Bank Estimates

Source: Lockheed, E. Marlaine et.l., Improving Primary Education in
Developing Countries, Oxford University Press, 1991;
World Bank, A Statistical Profile of Education in
Sub-Saharan Africa, 1990-1993; and
World Bank, World*Data CD-Rom (CDR)

Private Sector Delivery

To make up for the budget con-
straints, the government encouraged the
private sector to build secondary schools
and tertiary institutions. To attract the
private sector and to assure the quality
of education and equity between public
and private school students, the government
developed a complex system of incentives
and regulations that has been constantly
adjusted to a changing environment. The
private sector actively responded to the
governmentts encouragement.

The private schoolsd share in
total enrollments has been very sig-
nificant at all levels but the primary. For
junior-high schools, enrollment in private
schools accounted for 44% in 1965 and
decreased to 24% in 1997. For high school
education, the private sector accounted
for 51% of the enrollments in 1965 and
its share continued to increase to 58% in
1997. For junior colleges, the correspond-
ing numbers are 89% in 1966 and 97%
in 1997. For the past three decades, the
share of private sector remained stable at
around 70% for 4-year higher education
institutions. In 1997, almost 80% of 3-5
year-olds were attending private kinder-
gartens. The share of private education
beyond the primary school level is larger
in Korea than in any other Asian coun-
try.

The private sector has also
played a significant role in the expan-
sion of the secondary education in some
of East African countries, especially
when the government as short on budget
similarly to the Korean case. However,
there are a couple of marked differences
between Korea and East African coun-
triesd extent and pattern of private provi-
sion of education services. First, in all
East African countries, higher education
is largely provided by the public sector
and as discussed above the students were
largely subsidized compared to primary
student. Second, the Korean government
has made a constant systematic effort to
promote and support existing private ini-
tiatives for education (as public goods),
and integrate them later into public insti-
tutions when the government can afford
it; the government also provides financial
support for private schools to ensure their
viability and the quality of education for
students. However, in East Africa the govern-
ment had a tendency to support government
schools only without rendering adequate
support for private schools in a system-
atic manner.
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Private of

Education

Financing

Another factor behind Koreas
fast educational growth is the substantial
share of the financial burden borne by par-
ents and students. Due to budget constraints,
the government encouraged private founda-
tions to establish secondary schools and
higher education institutions. Expenses for
school operation were funded through user
charges on top of taxes. Private financing
accounted for about two-thirds of total
direct expenditures on education in Korea.

In-school expenditures are the
expenses incurred in the construction and
operation of schools. These are financed
by central and local governments, by
students and their families, or by private
foundations. Compared to other countries,
Korean parents have played an important
role in funding in-school expenses (in the
form of tuition/fees and PTA member-
ship fee): the private householdsd share
of in-school expenditure has been about
42-43% in the 1960s through 1980s and
started to decline in the 1990s to 32% in
1994.

However, it should be noted that
the contribution of private households
in Korea has been rising steeply with
the education level. For example, in 1989
private households accommodated only 2%
of in-school expenditure of primary school,
42% for junior-high school, 73% for high
school and 72% for college and universi-
ties. This policy made higher education
expensive.

The heavy reliance on private
households for secondary and higher educa-
tion (while primary education almost being
free for all) adopted by Korea contrasts
starkly with the policy of the East African
countries, where relatively little cost is
incurred by students or their families
and where the expansion of secondary and
tertiary education has been financed largely
through public funds.

Cost effectiveness

From an early stage, the Korean
government seems to have been very
conscious of the importance of ensuring
cost effectiveness in order to expand
educational opportunities, given limited
resources. Many measures were taken
simultaneously to minimize unit costs per
student. The government initially maximized
the number of students in a classroom,
increased student-teacher ratios and
adopted multiple shifts for the primary

level and the night school system for the
secondary level. Only when the economy
became much richer did the student-teacher
ratio and the number of multiple shift schools
begin to gradually decrease. At the primary
level general academic education was pro-
vided; vocational education and training
which was substantially more costly were
provided only from the upper secondary
level. These measures are very different
from those adopted by the East African
countries to solve similar challenges.

In 1965, Korean classes were
very large with an average of 65 students in
primary school, 60 in junior-high and 59 in
high school; 37 percent of primary school
classroom held more than 80 students. In
large urban areas, it was rather common to
find classes with more than 100 students for
each shift. By 1992, the average class size
declined to 40 for primary school, 48 for
junior-high school, and 49 for high school.
All East African countries had much lower
student-teacher ratios between 1960s and
1990s than Korea. The disparity is particu-
larly large in the 1960s and 70s. For example,
in 1970 the teacher-student ratio of primary
schools was 62.4 in Korea, 34.4 in Kenya,
46.8 in Tanzania, 33.5 in Uganda and 48.5
in Ethiopia; for secondary schools, the stu-
dent-teacher ratio was 39.8 in Korea, 21.6 in
Kenya, 19.4 in Tanzania, 22.4 in Uganda
and 30.6 in Ethiopia. The use of fewer teach-
ers lowered the portion of personnel expenses
in in-school expenses in Korea compared to
East Africa. Throughout the 1960s and 70s,
personnel expensed accounted for about
61-63% of total in-school expenditure for
primary and secondary education in Korea
while the share of personnel costs was about
90% in East Africa, leaving almost nothing
for maintenance and operational expenses.

Another way of saving resources
was to adopt multiple shifts for primary
education, reducing per student capital
costs by using schools more intensively.
A study by Bray (1990) shows that capi-
tal costs of school construction and fur-
nishing for end-on double shifts, in which
the second shift starts after the first-shift
pupils leave, can be up to one third less
than those of single-shift schools. Double
and triple-shift use of school building was
common in Korea during 1945-1970.

Unusually for a developing coun-
try, Korea adopted a system of automatic
promotion at all education levels, leading to
almost zero repetition rates. Low repeti-
tion and entry at the right age must have
helped to keep school drop-out rate in
Korea very low; the percentage of a cohort
reaching the final grade of primary school

was at least 95% since 1975. As a result,
in 1980 Korean students needed just 6
years on average to complete 6 years of
primary education, as compared to 9.1
years for Ugandan students for 7-year
primary education and 9.0 years for
Ethiopian students for 6-year primary
education.

As another cost-saving device,
Korea adopted a night school system for
the secondary level which was also intended
to provide educational opportunities for
working school-aged children. There are,
however, no boarding schools in Korea.
Korea also did not vocationalize primary
education, emphasizing cheap general aca-
demic education instead; the focus of the
curriculum was numeracy, literacy and work
ethics. The Korean Governmentts effort for
cost-saving is illustrated well in having
lengthened winter vacation to almost two
months and shortened summer vacation
to reduce heating costs in severely cold
winter.

Quiality Assurance

A major feature distinguishing
the Korean education system from those
of East African countries was the teacher
training policy. The Korean government
provided a teaching force efficiently through
low-cost training programs, and improved
the quality through training whenever the
government could afford it. The govern-
ment also established incentives to attract
bright students to teaching and maintained
salaries low but close to the living wage.
The government was running various tem-
porary teacher training programs flexibly
to meet the imminent demand in a timely
manner whenever there was shortage
of qualified teachers: training programs
often lasted 3-4 months only. Once the
goals were achieved, the programs were
abolished.

Given that many teachers were
initially supplied with only short train-
ing, the government has made system-
atic efforts to upgrade teacher quality over
time. In 1961 the former secondary school
level institutes were transformed into junior
teachersd colleges. In 1980 the govern-
ment converted two-year junior teach-
ersd colleges into four-year colleges. To
upgrade unqualified teachers, the teachersd
colleges began to offer night classes and
summer sessions for non-degreed
teachers to gain Bachelorés degrees in
1981. Separate measures were initiated
to enable teachers without B.A degrees
to attend air and correspondence university
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In the mid-1970s, the govern-
ment shifted its investment emphasis to
secondary education, and then to higher
education in the late 1980s. By 1980, the

To attract good students the gov-
ernment built appropriate incentives. Since
the 1950s students of national teachersd
colleges for primary school and students at
national colleges of education for second-
ary school were exempt from entrance
fees and tuition and sometimes entitled
to scholarship. But they were obliged to
serve as schoolteachers for a given num-
ber of years (three or four years) upon
graduation. This measure, combined with
teachersd high social status, was power-
ful in the 1960s and 70s: the privileges
were attractive to students in view of the
high cost of higher education, and even the
obligations were attractive given the high
level of unemployment for university gradu-
ates at the time. However, when too many
teachers started to be produced in the late
1980s, the government abolished these
privileges and service obligations in the
1990 reform.

Right from the start, teachers
were paid relatively low but reasonable
wages, not too far from the living wage.
Salaries could remain low because teach-
ers were highly respected: the teaching
profession was thus attractive. Teachers also
had other opportunities to supplement their
official salary, chiefly working on private
tutoring after school hours. Initially, the
growing supply of teachers produced
through many teacher-training programs
lowered the wages. However, as the econ-
omy grew, teachersd salaries increased and
became competitive in the early 1980s.
(McGinn 1980)

Other measures were taken to
ensure teachers best performance given
the limited resources available. For
example, even in multiple-shift schools, a
teacher was responsible for one shift only.
So teachers could spend time on checking
studentsd homework and other guidance
activities to compensate for lack of atten-
tion to each student caused by a large class.
This might be relevant to Uganda where
teachers resist the introduction of double
shifts in fear of work overload since one
teacher is supposed to be responsible for
both shifts.

Also, to compensate for a shorter
number of hours per day with adoption
of multiple-shift schools, Korea increased
the number of days of school attendance
per year. More importantly, however, is

the incentive for students to study hard.
A heavy load of homework is given to
students, and teachers correct them using
their after-class hours. Periodic exams are
conducted at school regularly and teach-
ers send parents studentds school records
including grades regularly, as these were
diagnostic information on the long-run
educational prospects of their children.
Although all students pass in Korea, poor
performance in school is likely to result in
increasing pressure on parents to supervise
their children or to seek additional tutoring
after school hours for them.

There is considerable research
evidence that the use of textbooks has a
significant impact on student learning. In
Korea, government has paid a lot of atten-
tion to and invested capital on the publi-
cation of textbooks to bring their prices
within the reach of poor parents. Textbook
publication has been under the strict con-
trol of the ministry of education. Schools
can only use government-designed or
-confirmed textbooks. At the time of the
second curriculum revision in the 1963,
the government authorized only one text-
book per subject for each grade in each
level of education.

Since textbooks are used heav-
ily in school as well as after school hours
for home studying, and since the contents
of textbooks also serve as the basis for
educational evaluation and examina-
tions, parents have a strong commitment
to provide their children with them:
indeed, students were rarely seen without
textbooks even in the 1950s and 60s. The
second-hand textbook market was well
developed for those students who could
not afford new textbooks. To supplement
textbooks reference books proliferated. This
led to uniformity and inflexibility of the
Korean educational system. This practice
certainly also led to textbook-centered
education restricting studentsd creativity
and diversity needed for the new type of
democratic and global society.

In East Africa, textbooks were
supposed to be provided by the state
but the lack of textbooks was one of
the most serious educational problems.
For example, 40 % of Ugandan primary
students did not have textbooks in 1988
and the student to textbook ratio in some
districts
was 5:1 even in the early 1990s.

Finally, Korea tried to assure
quality of privately delivered post-prima-

ry education by establishing regulations
on private schools and providing various
grants and subsidies.

Creation of Values

The school curriculum revision
of 1963, which selected contents on the
basis of life experience and regionalism
as the principle of curriculum design,
has shaped the Korean curriculum and
its legacy still remains. The curriculum
stressed inculcation of a finational identity
and national spiritd to build one country
and increased the importance of Korean
history with moral education as a new
subject which taught national identiy and
anti-communism.

To ensure that textbooks deliver
the curriculum the government publishes
all primary texts, the Korean language
and moral education texts for junior-high
and high schools. Since subjects are not
taught if not tested in the entrance exami-
nations, the increased weight of moral
education and Korean history is directly
reflected in entrance examinations and even
in recruitment tests in the job market.

The content of the curriculum was
also geared toward instilling a fican-doo
spirit. Text books purposefully collected
relevant lessons from western countriesd
success stories to become wealthy, with a
strong emphasis on their poor origins and
their efforts to overcome the difficulties
each country faced in the past: e.g., West
Germanybs post-war prosperity iMiracle
over the Rhineg, the Dutch effort to expand
land by filling the ocean, Israelés efforts
to irrigate desert, the Danish tree-planting
effort. Certain values such as patriotism,
self-sacrifice and work ethics have been
thought as necessary to achieve the goals
and strongly emphasized in the selection
of the contents.

Some maintain that this sort of
education fostered national identity as
Koreans, helped students adopt social
norms such as order, rule observance
and patience needed in the modern
society, and assisted them in adapting
to the circumstances in the labor-inten-
sive, light-industry factories in the 1960s
when Korean economy started to take off.
Although this contained many elements
of political propaganda it also had an impact
of enlightenment. The governmentds vision
and development strategy were well com-
municated this way. More importantly,
since the government could deliver the
economic progress which were well com-
municated, public confidence in govern-
ment has grown strong. It should be noted
that Koreats homogeneity with respect to
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ethnicity and language might have con-
tributed to efficient implementation of
national curriculum and easier transmis-
sion of common educational contents.

Education and Economic
Growth

What is the contribution of edu-
cation to economic growth and poverty
reduction in Korea?

Although the existence of a large
pool of educated people is believed to be
an important factor for Koreads modern-
ization and economic take-off, confirm-
ing the association empirically between
education and economic performance is a
challenging task. The causality runs both
ways. Adequate human capital may be a
prerequisite for an economic take-off (if
not sufficient on its own). On the other
hand, educational expansion might be a
response to the demands of economic
growth.

According to estimates, pri-
mary education is by far the largest
single contributor to the predicted growth
rates of the East Asian economies. The
equation indicates that an increase of
10 percentage points in primary or sec-
ondary school enrollment rate would
raise annual per capita income growth by
0.3%. Applying these results to Korea, a
significant contribution from education
was found. As much as 3.2 percentage
points out of 5.9% real per capita income
growth during 1960-85 are fexplainedod
by education, represented by primary and
secondary school enrollment rates. (Nam,
1998).

Education may have enhanced
the quality and employability of labor,
and entrepreneurial ability. Education may
have also contributed to efficient resource
allocation by increasing labor mobility,
promoting division of labor, encouraging
people to be more responsive to changes
in the environment, and removing social
and institutional barriers to economic devel-
opment. On the other hand, the economic
take-off could utilize educated human
resources which had once been idle. By
providing opportunities of employment,
continued economic growth became the
most powerful means to reducing the level
of absolute poverty in Korea. Ensuring
equal opportunities for education (at least
equal access) and an open competition
helped build equity in the society. The
East Asian Miracle points out that equal
opportunities to education also contributed
directly to equity-building, by leading to

abundant supply of well-educated labor
force and reducing the wage differential
among different education groups.

1. WHY?

What did Korea take as its path
of the development path? What led Korea
to expand education rapidly and sustain
it, eventually linking it with economic
development and poverty reduction?

Political Contract

An important determinant of
the development path taken by Korea was
the nature of the political contract struck
between the Korean government and major
social groups; this large topic certainly
deserves study of its own. Here, a very
brief summary must suffice. On the one
hand, the Korea of the 1960s was charac-
terized by an authoritarian governent with
a vision. This vision contained as central
tenets the filiberation from povertyo
based on a strategy of figrowing first and
sharing latero and the elimination of cor-
ruption and the establishment of meritoc-
racy in education and the public sector.
This vision became effective in a large
part because the government was under
constant pressure to gain legitimacy by
committing itself to fairly ambitious and
concrete goals of economic development
and poverty reduction. This in effect
made the government accountable to civil
society to a non-trivial degree. Here the
traditionally rebellious college students
representing the social elites played a
key rule; they enjoyed the qualified sup-
port of the middle class who at the same
time was concerned with maintaining
social stability and continuous economic
growth.

Meritocracy

A major element in Korean edu-
cation has been meritocracy, with creden-
tials of formal education as the principal
criterion for merit. The examinations are
highly competitive and based entirely on
academic merit. Only the academically
most talented can climb the educational
ladder. In the future they will receive high
economic and social rewards since a sim-
ilar sort of meritocracy applied to both
the public and the private labor market.
This generated excessive competi-

tion, resulting in overheated demand for
education credentials and an outrageous
level of private tutoring. Since the 1960s,
the government has changed the exami-
nation system many times, completely
reshaping the whole Korean education
system as a result.

Despite many drawbacks, the
examination system has been fairly suc-
cessful in establishing open competition
based on meritocracy. The public has seen
the examinations as fair, objective and
transparent in selecting the brightest
and the most promising. The rules were
the same for everybody irrespective of
gender and socio-economic background;
they were clear and well known; little
deviance was found in scoring; the com-
petition was open to everyone.

In an effort to make the compe-
tition fair and equal, the government deter-
mined that schools can only use government
designed or confirmed textbooks and the
contents of school entrance examination
should be restricted to those of the text-
books. This way, the positive effect of private
tutoring on examination outcomes would
be reduced, and students can compete on
more equal footing irrespective of their
wealth.

Undoubtedly, meritocracy through
education in Korea allowed numerous stu-
dents from modest backgrounds with the
requisite ability and determination to achieve
upward social mobility through academic
achievements. They became role models for
younger students, creating a virtuous cycle.
The meritocracy and uncorrupt examination
system have been a driving force behind
Koreansb demand and willingness to pay for
education by raising the private return for
education.

Probably the most serious defi-
ciency is the test method. Most tests are
based largely on multiple-choice questions
rather than an essay-type evaluations and
interviews. Hence, education is reduced
mainly to memorizing simple factual infor-
mation rather than encouraging problem-
solving and creativity. A preoccupation with
maintaining objectivity of examination out-
comes might also contribute to persistence
of multiple-choice tests in examinations
for college entrance and recruitment.

Wage equality is a dominant fac-
tor for income equality, and education is
a significant determinant of wages. Low
unemployment in the Korean labor market
combined with continued economic growth,
meritocracy combined with equalization of
access to education has been an impor-
tant vehicle for poverty reduction and
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