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EXECUTIVE SUMMARY — VOLUME 1

Over the last decade there has been increasing interest in international comparisons of
education expenditures. However, the debates about American investment during the early 1990s
highlighted the problems in comparing expenditures across countries. It was clear from these
debates that differences in countries’ education structures, finance systems, and education statistics
made it difficult to compare accurately countries’ education expenditures. Early in 1992, the
National Center for Education Statistics (NCES) reached the conclusion that the comparability of
international education finance statistics needed improvement. The International Expenditure
Comparability Study was undertaken for this purpose.

The International Expenditure Comparability Study was designed to accomplish three
major objectives. These were: (1) to assess the comparability of international expenditure
statistics and the validity of international comparisons based upon them; (2) to quantify the effects
of deviations from common standards for a select group of economically developed countries in
the Organization for Economic Cooperation and Development (OECD); and (3) to improve the
quality and comparability of expenditure data and indicators in future indicator publications.
Volume I of the report presented detailed discussions of problems in the comparability of
international education statistics, the steps required to improve the quality and comparability of
expenditure data collected by international agencies, the progress to date in correcting
comparability problems, and the prospects for future improvements. Volume II presents the
quantitative adjustments to improve the comparability of countries’ expenditure data, the effects of
these adjustments on countries’ expenditures for all education levels combined, and separately for
primary-secondary education and tertiary education, and finally the effects of expenditure
adjustments on two key indicators of countries’ investment in education — education expenditures
relative to Gross Domestic Product (GDP) and education expenditures per student.

Major Study Findings

Several important findings emerged from the adjustment of countries’ data to improve
expenditure comparability.

Concerning expenditures relative to GDP, adjustments to improve comparability produced
changes in nearly all countries’ values on this indicator. However, adjustments had different
effects on expenditures from different sources and expenditures for different education levels.
Similarly, adjustments to expenditures changed nearly all countries’ figures on expenditures per
student for primary-secondary education; but these adjustments did not have a major effect on
countries’ relative expenditures per student and their rankings on this indicator. The key effects
of expenditure adjustments follow.

First, expenditure adjustments had a relatively small effect on public expenditures
relative to GDP for primary-secondary education and tertiary education, as well as for all
education levels combined. Although countries’ values on the indicator changed after
expenditure adjustments, there was a strong correlation between countries’ reported and estimated
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expenditures relative to GDP (Exhibit IV-8a). In addition, countries’ rankings on public
expenditures relative to GDP did not change very much after adjustments to improve
comparability (Exhibit IV-8b).

Second, adjustments to expenditures had a relatively small impact on public and
private expenditures relative to GDP for tertiary education, but a greater effect on
expenditures relative to GDP for primary-secondary education and for all education levels
combined. For tertiary education, the correlations between reported and estimated public and
private expenditures relative to GDP were quite high (Exhibit IV-8a), as were rank order
correlations between these measures (Exhibit IV-8b). In contrast, correlations between reported
and estimated public and private expenditures relative to GDP for primary-secondary education
and for all education levels combined were much lower.

Third, adjustments to expenditures had a relatively small effect on countries’
expenditures per student for primary-secondary education. Although adjustments to
expenditures to improve comparability produced a change in countries’ expenditures per student,
countries’ relative expenditures per student changed very little as a result of expenditure
adjustments. The correlations between reported and estimated public expenditures per student for
primary-secondary education were quite high (Exhibit IV-8a), as were the rank order correlations
between these measures (Exhibit IV-8b).

Assessment of the Quality of OECD Expenditure Indicators

The analysis of the effects of expenditure adjustments on key finance indicators leads to
several conclusions about the quality of the indicators published by the OECD in EAG2.

First, it is clear from this analysis that, despite the comparability problems, expenditure
data reported to the OECD for EAG2 provide a good measure of countries’ public
expenditures relative to GDP, for all education levels combined, as well as for primary-
secondary education and tertiary education. The reported data also provide a good indicator of
countries’ rankings on public expenditures relative to GDP. Although adjustments to expenditures
resulted in increases or decreases in expenditures in all countries, they had very little effect on
countries’ relative standing on this indicator. Most or all countries changed their rankings on this
indicator by two or fewer places as a result of adjustments to improve comparability, and the rank
order correlations between countries’ reported and estimated expenditures were quite high at all
education levels. Policy makers and the general public should therefore have a great deal of
confidence in the OECD indicators of public expenditures relative to GDP.

Second, expenditure data provided to the OECD also provide a good indicator of
countries’ public and private expenditures relative to GDP for tertiary education and their
relative ranking on this indicator. The indicator is, however, more problematic for all
education levels combined and for primary-secondary education. At the tertiary level,
adjustments to improve comparability again did not change significantly most countries’ rankings
on the indicator relative to other countries in the study. However, this was not the case for all
education levels combined and for primary-secondary education. Countries such as Austria and
the United Kingdom did not include substantial private expenditures in their non-tertiary sectors in
their OECD submissions. Consequently, estimated additions to expenditures to fill in missing
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sectors and activities both increased these countries’ expenditures relative to GDP and their
rankings on the indicator relative to other countries. A high level of confidence is therefore
warranted in countries’ rankings based on the OECD indicator of public and private
expenditures relative to GDP for tertiary education, but not as much for primary-secondary
education and for all education levels combined.

Third, expenditure data reported to the OECD for EAG2 provide a very good
indicator of countries’ expenditures per student for primary-secondary education and
countries’ relative ranking on this indicator. This is the case both for public and private
expenditures per student combined and for public expenditures per student alone. Again,
adjustments to address comparability problems produced changes in expenditures in all countries,
and, in counties such as Austria and the United Kingdom, the additions to expenditures for
primary-secondary education were substantial. However, with the exception of Austria, these
adjustments had very little effect on countries’ rankings on this indicator. No country except
Austria changed its ranking by more than two places on the indicator of expenditures per student,
and the rank order correlations between reported and estimated expenditures per student were
quite high. As with public expenditures relative to GDP, policy makers and the general
public should have a great deal of confidence in countries’ rankings based on the OECD
indicators of both public and private expenditures and public expenditures per student for
primary-secondary education.

Finally, an important concern of policy makers is how the United States compares with
other countries in its expenditures for education. On this point it is clear from the analysis that
the data reported to the OECD for EAG2 provide a very good indicator of how the United
States ranks on its investment in education, compared to other countries, at all education
levels. Looking first at expenditures relative to GDP, the analysis finds that, based on reported
expenditures, the United States ranked near the top of the 10 countries on public and private
expenditures relative to GDP for all education levels combined, as well as for primary-secondary
education and tertiary education. After adjustments to expenditures, the United States continued
to be near the top of the 10 countries’ rankings on this indicator for all education levels combined
and for tertiary education, but was slightly lower in the rankings on the indicator for primary-
secondary education. The results were slightly different for public expenditures relative to GDP.
The United States continued to be near the top of the 10 countries’ rankings on this indicator for
tertiary education, but was slightly lower in the rankings for primary-secondary education and for
all education levels combined.

Similar results were found for the indicator of public and private expenditures per student.
Adjustments to expenditures again produced relatively small changes in the position of the United
States on the indicator. Based on reported expenditures, the United States ranked near the top of
the 10 countries on public and private expenditures per student; after adjustments, the ranking
dropped by one or two places. On public expenditures per student alone, the United States ranked
near the top of the 10 countries, based on both reported expenditures and estimated expenditures
after adjustments.

It is, of course, difficult to quantify precisely the quality of the expenditure indicators

published by the OECD in EAG2. However, the summary table that follows attempts to provide a
relative sense of the overall quality of the indicators. Indicators that are assessed to be the best in
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overall quality are designated as “44++;” indicators that are of good quality are designated with a
“4+4”: indicators that are more problematic are designated as “+.” Finally indicators that have not
been thoroughly assessed are designated with a “—.

EXHIBIT IV-9

Overall Quality of Indicators of Expenditures Relative to GDP
and Expenditures Per Student

All Education
Levels

Primary-Secondary
Education

Finance Indicator Tertiary Education

Public and Private
Expenditures ++ + +++
Relative to GDP

Public Expenditures

+++ +++
Relative to GDP A
Public and Private
Expenditures Per — +++ —
Student
Public Expenditures . it .

Per Student

Source: International Expenditure Comparability Study, 1997.

In summary, adjustments to expenditures to address comparability problems clearly
produced increases or decreases in all countries’ expenditures. However, the adjustments
had very little effect on countries’ positions on the two major indicators of countries’ public
financial investment in education. Although expenditure data countries submitted to the
OECD for EAG2 were deficient in many respects, they were more than adequate to provide
good indicators of countries’ public expenditures for education.

Steps to Improve the Comparability of International Expenditure Data

Although the expenditure indicators reported by the OECD provide a good picture of
countries’ overall investments in education and their rankings on some key education indicators,
that does not mean that further improvements are not needed in the expenditure data. Two main
actions are required to improve further the quality and comparability of expenditure data used in
international comparisons. Most important, the international organizations should continue to
work on improving their data collection forms, providing better instructions to countries to



complete the forms, and providing better definitions of terms and methods for estimating
expenditures that are missing from national datasets. In addition, countries participating in
international collections of finance data should attempt to improve the quality of the data they
submit to international agencies. Statistical agencies and education ministries should identify data
sources to fill in gaps in their submissions, €.g., include private expenditures for education more
consistently, adhere more closely to definitions and calculation procedures to provide more
accurate and comparable data, and adopt standard procedures for estimating expenditures or
allocating expenditures across education levels.

Since the International Expenditure Comparability Study was initiated in 1992, several
major steps have been taken to improve the comparability of expenditure data, based in part on
the work of this study. The OECD substantially revised its finance collection for the third edition
of Education at a Glance, providing more specific and comprehensive instructions to countries to
complete the surveys and requiring much more detail on expenditures to permit better
understanding of the contents of countries’ data. Many of the changes in data collection
procedures were described more fully in Volume I of this report. Furthermore, some countries
have modified the expenditure data they provide to international agencies to address the
comparability problems identified in Volume I of this study; other countries are considering
similar actions for future international collections.

Major change in international data collections does not come overnight: change is
incremental and frequently takes a long time. However, an important conclusion of this study is
that improvement is possible — particularly after problems of data comparability have been
documented thoroughly. Improvements to the OECD finance collections for subsequent editions
of EAG have already addressed many of the comparability problems described at length in
Volume I of this study. It would therefore be anticipated that expenditure data used to produce
the indicators reported in the third and fourth editions of EAG and other international reports will
provide even more accurate pictures of countries’ financial investments in education.
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VOLUME II — PREFACE

INTRODUCTION TO THE STUDY

In recent years there has been increasing interest in international comparisons of education
expenditures. Interest in the United States was stimulated initially by a report released in early
1990 by the Economic Policy Institute (EPI), a Washington-based advocacy group, which claimed
that the United States was “underspending” for K-12 education compared with its major economic
competitors. Although much of the ensuing debate centered around the issue of whether absolute
or relative comparisons of education spending are more meaningful (i.e., whether one should
compare education expenditures per pupil or education expenditure as a percentage of gross
domestic product [GDP]), the interchanges among EPI and its critics also shed light on both the
technical problems of comparing spending across countries and the shortcomings of the data
available from the Organization for Economic Cooperation and Development (OECD) and the
United Nations Educational, Scientific and Cultural Organization (UNESCO).

The problems of comparing education expenditures were also apparent from the work of
the OECD’s International Education Indicators Project (INES). From the early days of the project
there was reason to expect problems of comparability in countries’ finance data, but no one knew
for sure how serious the problems were or how difficult it would be to correct them. By mid-
1992, however, as work went forward with the preparation of Education at a Glance (EAGI), it
became clear from both the national data submissions to INES and the continuing dialogue
between INES staff and country representatives that the comparability problems were both real
and substantial. The conclusion that comparability problems had to be addressed was

subsequently reinforced by the prominence given to the finance indicators in press coverage of
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EAGI and the political problems created for some governments by some questionable expenditure
comparisons based on the EAG/ figures.

Early in 1992, the National Center for Education Statistics (NCES) reached its own
conclusion that the comparability of education finance statistics needed to be improved and in
June 1992 awarded a contract to Pelavin Associates, Inc. and a subcontract to SMB Economic
Research, Inc. to conduct the International Expenditure Comparability Study. At the outset, an
agreement was reached with OECD that this inquiry would be carried out in close collaboration
with INES and, more specifically, that the study would be strongly oriented towards improving
the finance indicators for subsequent editions of Education at a Glance. Shortly after work on the
study began in mid-1992 the INES Secretariat sent a letter to the project’s national coordinators
and technical group representatives describing the study and inviting selected countries to

participate.

Features of the International Expenditure Comparability Study

The International Expenditure Comparability Study was designed to accomplish three
major purposes: (1) to assess the comparability of existing international expenditure statistics and
the validity of intercountry comparisons based upon them; (2) to quantify the effects of deviations
from common standards for a select group of economically developed countries; and (3) to
improve the quality and comparability of expenditure data and indicators in future indicator
publications. More specifically, the study was designed to address the following questions:

. Do data collected by international agencies permit valid comparisons of
expenditures between the United States and other countries?

. What are the major comparability problems in countries’ expenditure data and
what is the severity of these problems for expenditure comparability?
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. How can these comparability problems be addressed through the improvement of
both international data collections and the expenditure data countries provide to
international agencies?

. How do expenditures for education in the United States compare with expenditures
in other countries?

At the outset of the study, several key decisions were made about the scope and
methodology of the study that guided the subsequent conduct of the research. These decisions
concerned: (1) the countries included in the study; (2) the data set that would be used to analyze
comparability problems; and (3) the strategy for data collection and analysis.

Countries Selected for the Study

In addition to the United States, eight OECD countries regarded as economic competitors
to the United States or whose education systems are of interest to American policy makers were
selected for the study. These are: Australia, Canada, France, Germany, the Netherlands, Spain,
Sweden, and the United Kingdom. NCES also expressed interest in including Japan in the study,
but efforts to secure Japan’s participation proved unsuccessful. In addition, Austria independently
requested a review of its OECD data submission by Stephen Barro of SMB Economic Research
Inc.; Austria was therefore included in the comparability analysis.

Data Collections Selected for the Study

Two major international data collections were considered as the reference point for the
study. These were: (1) the finance collection conducted each year by UNESCO, OECD and
Eurostat (the statistical office of the European Union) using the joint questionnaire (UOC2); and
(2) the INES Project’s expenditure tables collected for EAGI in 1991 and again for EAG2 in
1993. The INES collection was ultimately chosen for the study for two reasons. First, the
collection had undergone careful scrutiny by technical experts who had already identified many of

the comparability problems. Second, the INES Project could draw on the work of the expenditure
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comparability study to improve the next rounds of data collection for Education at a Glance.
Throughout our field work, however, we consistently used the joint questionnaire as a secondary
frame of reference to improve our understanding of differences in countries’ finance data.

Data Collection Strategy

The data collection strategy selected for this study involved the following steps. The first
step was a detailed review of published reports and other material describing each country’s
education structure, finance arrangements, and national education statistics. Through this review
we attempted to learn how education is organized and financed in each country; how each country
collects and assembles its own internal expenditure data; how the country defines its expenditure
categories; and what the country includes in and excludes from its education expenditure figures.

The second step involved a field visit to each country to learn first-hand from officials and
experts how finance statistics are compiled and what the statistics mean. Our field visits generally
included meetings with officials from education departments or ministries and technical experts in
national statistical offices, but in some countries we also met with representatives of local
governments, university administration, and education associations. The one exception to this
process involved France, where we employed Professor Frangois Orivel as a consultant to
assemble basic information on France’s education statistics and associated comparability problems.

The third step involved the preparation of detailed country reports describing potential and
actual problems of data comparability and possible measures that could be taken to address these
problems, either by the country or by INES. Draft reports were sent back to country officials for
verification and correction and revised reports were prepared that incorporated the comments of
country officials. In some cases, we also sent follow-up questions to request information about

points that were not adequately covered during the field visits.
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The last two steps in the process involved the development of the multicountry synthesis
of comparability problems and the quantification of the deviations from comparability in each
country.

The findings of the international expenditure comparability study are organized into two
volumes. Volume I presents detailed discussions of the nature, prevalence, severity, and causes of
problems in comparing education expenditures across countries. It also assesses progress to date
in correcting these problems and prospects for further improvements. Volume II presents a
quantitative analysis of the combined effects of multiple comparability problems on selected
education statistics and indicators. Each volume lays out the implications of its findings for

policy makers and other users of international expenditure statistics.

Organization of Volume II

Volume II presents the quantitative adjustments that were made to improve the
comparability of countries’ expenditure data and the effects of these adjustments in the 10
countries that participated in the study.! Chapter I begins with a discussion of the activities that
were undertaken to conduct the quantitative analysis of expenditure comparability. Chapter II
presents the adjustments to each country’s data on public and private expenditures to improve
comparability and the effects of these adjustments to public and private expenditures for all

education levels, primary-secondary education, and tertiary education.?

'"The methodology to adjust countries’ expenditure data to improve comparability was developed by Joel
Sherman, the author of Volume II. Dr. Sherman and Richard Phelps at the Pelavin Research Institute used this
methodology to adjust expenditure data for Australia, Canada, Germany, Spain, and the United States. Stephen
Barro of SMB Economic Research, Inc. adjusted the data for Austria, France, the Netherlands, Sweden, and the
United Kingdom and assisted in the adjustment of expenditure data for Germany.

2Adjustments were also made to each country’s data on public expenditures alone at all education levels. As
the effects of adjustments to public expenditures alone were similar to those for public and private expenditures

combined, we have included the exhibits that summarize these adjustments in Appendix A to the report.
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Chapter I1I presents the multicountry synthesis of the effects of expenditure adjustments to
improve comparability. The first section examines the impact of adjustments on total
expenditures, focusing first on the impact of adjustments on public and private expenditures
combined and then on the impact of adjustments on public expenditures alone. Three levels of
education are included in the synthesis: primary-secondary education; tertiary education; and all
education levels combined, which includes these two education levels and preprimary education.
The second section examines the effects of adjustments of expenditures per student for primary-
secondary education and the third section examines the factors that affect countries’ estimated
expenditures after adjustments to improve comparability.

Chapter IV presents the analysis of adjustments of countries’ expenditure data on two key
indicators of countries’ overall investments in education. The first indicator used in the analysis
is education expenditures relative to Gross Domestic Product (GDP); the second is education
expenditures per student. Both of these analyses compare countries’ expenditures before and after
adjustments to improve comparability and each country’s ranking on the indicator before and after
expenditure adjustments. The chapter also includes a summary of the effects of adjustments on
key finance indicators, as well as an assessment of the effects of adjustments to improve
comparability on the standing of the United States on the two key indicators. The chapter
concludes with a brief discussion of steps that have been taken to improve the comparability of
expenditure data since this study was initiated.

Readers who are interested primarily in the effects of expenditure adjustments to improve
the comparability of international expenditure data should turn directly to Chapters III and IV, as
these chapters focus on the study’s major findings. Those interested in the details of
adjustments to each of the 10 countries’ expenditure data will find this information in Chapter II
and in Appendix A, which presents the adjustments to countries’ total public expenditures alone.

Other technical information is also contained in Appendices B and C of the report.
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CHAPTER 1

QUANTITATIVE ANALYSIS OF EXPENDITURE COMPARABILITY

Introduction to the Quantitative Analysis

One of the major purposes of the International Expenditure Comparability Study was to
quantify the effects of deviations from a common standard, if possible, by “adjusting” countries’
finance data to make international statistics and indicators more comparable. Our purpose in
making these adjustments was not to establish new point estimates of a particular finance statistic.
Rather, the purpose was to establish the bounds for this statistic and to determine whether the
adjustment of a country’s data to improve comparability would affect its standing on key
international indicators.

The empirical aspect of the expenditure comparability study required the conduct of
several important activities. These included:

. Establishment of an operational definition of expenditures to judge the
comparability (or noncomparability) of each country’s finance data.

. Selection of a data set to use as the base from which to judge deviations from
comparability.
. Review of each country’s finance data to determine whether adjustments were

feasible to address comparability problems.
. Adjustment of finance data, to the extent feasible, to improve comparability.

Establishment of an Operational Definition of Expenditures

The first major task in the empirical analysis was the establishment of an operational
definition of expenditures which could be used to judge the comparability of countries’ finance
data. The main reason this task had to be undertaken was that a well-defined international

standard that can be used to compare countries’ education expenditures does not currently exist.
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Although the OECD and UNESCO have collected and reported finance statistics for many years,
neither organization had yet developed clear-cut standards that could be used in the comparability
analysis.! In addition, there does not exist a well-defined American standard to which other
countries’ finance data could be adjusted and compared. Although the United States does publish
statistics on education expenditures, these statistics are the product of existing data collections,
rather than a consciously designed standard for accounting for education expenditures in a
comprehensive manner.

Our starting points in the development of an operational definition of expenditures for the
comparability analysis were the definitions of expenditures in the finance collections of the
OECD’s INES project and current U.S. practice in reporting data on education expenditures. To
develop the operational definition we first reviewed the INES definitions of expenditures to
identify gaps and ambiguities; we then compared the INES definitions with U.S. reporting
practices to determine areas of noncomparability. The review of the INES definitions determined
that for some types of expenditures, classroom instruction for example, there was a clear
definition that most countries were consistently able to follow. For other expenditures, e.g.,
employees’ retirement benefits, the reporting instructions specified that expenditures should be
included in national data, but there was not enough specificity in the instructions for countries to
be able to provide comparable data. And for other expenditures, e.g., food services for students,
there were no clear instructions as to whether these expenditures should be included in the data
submissions or how expenditures should be calculated if they were to be included.

The comparison of INES definitions and expenditure data with current U.S. reporting

practices identified some differences between them, but many of these differences were due more

"The INES project developed standards based in part on the findings of this study after the second edition
of Education at a Glance was published.

I-2



to gaps in the U.S. data than to conceptual disagreements about which activities or functions
should be included in expenditures. The treatment of expenditures by private primary and
secondary schools illustrates the point. The INES definitions include expenditures by both public
and private schools in total expenditures for primary and secondary education; the U.S., on the
other hand, does not include expenditures by private schools in national reports on education
expenditures. Omission of these expenditures in U.S. practice is based not on the belief that
private school expenditures do not belong in national data. Rather it results from the fact that no
government or private agency regularly collects data on private school expenditures.

Because the INES definitions and U.S. practice were in agreement on many points, we
decided to use a single operational definition for adjusting countries’ expenditure data. There
was, however, one important difference between the INES definitions and U.S. practice that
needed to be considered in the comparability adjustments, namely the distinction between primary-
secondary education and K-12 education. In the INES definitions, primary education begins in
grade 1 (which is usually the first year of compulsory schooling); all education below this grade is
considered preprimary education. In U.S. practice, the K-12 sector typically begins with
kindergarten, the year preceding the start of compulsory education; all education preceding

kindergarten is classified as pre-K education.” In conducting the empirical work of the

2Some school districts also provide pre-K classes in their elementary schools. However, since the more
common practice is for schools to begin with kindergarten, expenditures for these classes will also be
classified as pre-K education in U.S. practice.
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comparability study we used the INES definition of primary-secondary education as the primary
basis for adjusting expenditures.’

Exhibit I-1 presents the operational definition of expenditures used in this study to adjust
countries’ expenditure data, along with a comparison of definitions used by the OECD in the
INES Project and the definitions of expenditures found in U.S. practice. In areas where INES
definitions and U.S. practice were congruent, we adopted the definitions used by both; in areas of
difference we tended to use the definition that defined the sector more inclusively and to try to
estimate expenditures for the sector if country data were not available. However, in some cases
we excluded certain education sectors from the operational definition because very few countries
could provide the relevant data. This was the case with the private, non-collegiate postsecondary
education sector.

Selection of a Database for Analysis

The databases from two major international collections of finance data were considered as
the database for the empirical analysis of expenditure comparability. These were: (1) the finance
tables in the OECD/UNESCO/Eurostat joint finance collection (UOC2); and (2) the expenditure
tables in the OECD’s INES project collection (EXP1 and EXP2). The OECD’s INES database
was selected as the database for several reasons. First, it contained expenditure data for the most
current year available [data for the 1990-91 school year collected for the second edition of
Education at a Glance (EAG2)]. Second, the data in the INES database had been subjected to

intensive scrutiny both by the OECD Secretariat and by countries participating in the INES

*Preliminary adjustments were also made in several countries using K-12 education as the operational
definition of expenditures to assess the effects of these adjustments to preprimary and primary-secondary
education. The adjustments had only small effects on expenditures for primary-secondary education, since
kindergarten classes represented only a small proportion of K-12 expenditures. Conversely, adjustments
had much more significant effects on preprimary education because kindergarten classes comprised a large
share of preprimary expenditures.
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EXHIBIT I-1

Comparison of the Operational Definition of Expenditures Used in This

Study with U.S. Practice and INES Definitions

Preprimary Education

U.S. Practice

INES Definitions of
Expenditures for FAG2

Operational Definitions of
Expenditures Used in This
Study

Definition of sector

Not included in published data
on expenditures; kindergarten
and pre-kindergarten programs
provided by school districts
included in primary-secondary
education; expenditures for
preschools and day care centers
are not part of a regular
statistical collection.

All center-based programs
that provide preschool
education and child,
development activities
included, i.e., preschools;
nursery schools and chil
care centers; kindergarten
and pre-kindergarten classes
offered in primary schools.

All center-based programs
that provide preschool
education and child
development activities
included; includes preschools,
nursery schools and chil

care centers, along with
kindergarten and pre-
kindergarten classes offered
in primary schools.

Scope of activity

Sector is not included in
education expenditures.

Expenditures for
developmental and
instructional activities,
building construction and
maintenance, transportation,
and support services
included.

Expenditures for
developmental and
instructional activities,
building construction and
maintenance, transportation,
and support services
included.

Age of students served

Primary-Secondary Education

Sector is not included in
education expenditures.

U.S. Practice

Children age 3 and older in
all countries included, but
countries permitted to
include 2-year-olds if they
are served in the preschool
system.

INES Definitions of
Expenditures for FAG2

Children age 3 and older
included.

Operational Definitions of
Expenditures Used in This
Study

Definition of sector and grade
structure

All kindergarten plus pre-
kindergarten through grade 12
provided by Local Education
Authorities.

All schooling before the first
year of compulsory
schooling, mcludmg
kindergarten, excluded from
grlmary-secondary education

ased on ISCED
classification.

All schooling below the first
year of compulsory
schooling, includin
kindergarten, excluded.

Private schools

Included in principle, but no
collection exists to produce data.

All government and (]i')rivate
expenditures included.

All expenditures on and by
private schools included.

Proprietary schools, such as
Japanese jukus and test
preparation centers in the U.S.
and Europe

Not included and no data
collected.

Not included and no plans to
include.

Excluded from definition of
expenditures.

Apprenticeships

Public expenditures by schools
included; private expénditures by
businesses to train apprentices
excluded.

All public expenditures and
gm{ate expenditures by

usinesses to train
aBprc_sn_tl_ces included.
(Definition of private
expenditures _requires
clarification.)

All public and private
expenditures for youth (i.e.,
student) apprenticeships
included, subtracting out
amount that represents
compensation of the
apprentices.

Adult education

Expenditures provided in

primary and secondary schools
are included in K-12
expenditures. (Sector is very
small in relation to secondary
education.) Other expenditures
for adult education are excluded.

Excluded from expenditures,
but included in some
countries’ data if separation
is not Fossxble.. (Definition
of adult education not
specified.)

Included only if it is part of
the formal education system,
with a curriculum similar to
that in regular schooling.
(Recreational courses
excluded.)

State and federal ministries and
departments of education

Included in principle, but
expenditures are not usually
included in national reports.

Included in expenditures.

All expenditures of education
agencms that are related to
education included.

Education expenditures of
general governments (counties,
cities, regional entities)

Included in expenditures, but
level is very small, since school
districts provide most
educational services.

Included in expenditures.

Expenditures for
administration and support
functions included;
expenditures for their in-
service staff training
excluded.
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EXHIBIT I-1 (Continued)

Comparison of the Operational Definition of Expenditures Used in This Study with
U.S. Practice and INES Definitions

Primary-Secondary Education

U.S. Practice

INES Definitions. of
Expenditures for EAG2

Operational Definition of
xpenditures Used in This
Study

Direct household expenditures
for books, supplies, materials

Excluded from expenditures.

Definition is ambiguous;
expenditures are included by
some countries, excluded by
others.

Excluded from expenditures.

Transportation Included in expenditures. Fees Included in expenditures. Included in expenditures; fees
not excluded from total. Fetei; not excluded from included in total.
total.
Food services Included in expenditures. Fees Definition is unclear. Included in expenditures; fees
not excluded from total. included in total.
Auxiliary enterprises Included in expenditures. Fees Definition is unclear. Included in expenditures; fees

not excluded from total.

included in total.

Health, guidance, psychological
services

Included in expenditures.

Included in expenditures, but
not included in some
countries’ submissions.

Included in expenditures.

School libraries

Included in expenditures.

Included in expenditures.

Included in expenditures.

Community services

Excluded from current
expenditures, included in total
expenditures.

Excluded from expenditures.

Excluded from expenditures.

Retirement, social security,
workers’ compensation, health
and disability insurance

Tertiary Education

Included in current and total
expenditures as employers’
contributions. _(Data may not
always be available from all
states.)

U.S. Practice

Included in expenditures, but
method of calculation is not
specified.

INES Definitions of
Expenditures for EAG2

Included in expenditures.

Operational Definition of
Expenditures Used in This
Study

Private for-profit occupational or
trade schools

Included in principle, but
excluded from national reports
because expenditure data are not
collected.

Included in principle, but
many countries do not
collect and report data for
this sector.

Excluded from expenditures,

primarily because man

go;mtnes cannot provide the
ata.

Adult education

Included in expenditures of
postsecondary institutions since
institutions cannot separate credit
from non-credit courses. .
Expenditures for adult education
outside higher education
institutions excluded.

Excluded from expenditures,
but some countries include
expenditures because adult
education cannot be
separated from other
programs.

Included only if it is part of
the formal education system,
with a curriculum similar to
that in regular schooling; job
training or recreational
courses excluded.

State and federal education
agencies, ministries and
departments of education

Included in principle, but
expenditures are not usually
included in national reports.

Included in principle, but
reporting practices vary
across countries.

All expenditures of education
agencws that are related to
education included.

Education expenditures of
general governments (counties,
cities, regional entities)

Included in principle, but U.S.
data only include expenditures
by educational institutions.

Included in expenditures, but
most countries do not collect
and report data for these
institutions.

Expenditures for
admijnistration and support
services included; .
expenditures for in-service
staff training excluded.

Financial aid and students’
living expenses

Estimates of financial aid for
tuition included, but estimates of
aid for students’ living expenses
excluded.

Financial aid for tuition
included; aid for students’
living expenses excluded.

All financial aid, including
aid for students’ living
expenses, excluded.

Student loans

Estimates of financial aid for
tuition included, but estimates of
aid for students’ living expenses
excluded.

Definition is unclear; most
countries do not report
expenditures for student
loans.

Expenditures for student
loans excluded.
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EXHIBIT I-1 (Continued)

Comparison of the Operational Definition of Expenditures Used in This Study with U.S.
Practice and INES Definitions

Tertiary Education

U.S. Practice

INES Definitions of
Expenditures for EAG2

Operational Definition of
Expenditures Used in This
Study

Research

Research conducted at
universities included; |
expenditures by U.S. national
laboratories excluded.

Research excluded from
expenditures; most
countries include all
exlpendltures for faculty
salaries as expenditures for
education.

Research conducted at
universities included; research
at other research centers
excluded.

Capital expenditures

Included as increases in capital
assets rather than as capital
expenditures.

Included in expenditures,
but definition 1s unclear.

Included in expenditures.

Debt service

Expenditures for interest
paalments included; payments for
redemption of principa
excluded.

Included in expenditures.

Repayment of principal and
interést excluded from
expenditures.

Dormitories and dining halls

Excluded from expenditures.

Included in expenditures.

Excluded from expenditures.

Support services (e.g. health,
psychological, vocational
counseling)

Included in expenditures.

Included in expenditures.

Included in expenditures.

Retirement, social security,
workers’ compensation, health
and disability insurance

Included in expenditures as
employers’ contributions to
retirement and other social
service systems.

Included in expenditures,
but calculations are not
clearly specified.

Included in expenditures.

Enterprises (e.g., athletics, book
stores, etc.)

Included in expenditures.

Excluded from
expenditures.

Excluded from expenditures.

University hospitals

Included in expenditures,

Not clear from instructions
whether included in or
excluded from
expenditures; included by
some countries, not by
others.

Excluded from expenditures.

Note: Public subsidies for students’ living expenses were excluded from expenditures. However, these subsidies represent a substantial

contribution to education in some countries and could affect countries’ values on key finance indicators, if included in expenditures.



Project. The problems and ambiguities in the INES definitions had been discussed extensively in
several meetings of the Project’s Technical Group and were therefore quite well known. Third, to
support NCES’s interest in working collaboratively with the INES Project and in improving the
quality and comparability of the INES finance collection, we had structured our preliminary
analyses of countries’ comparability problems around the finance data countries had submitted to
OECD for the first edition of Education at a Glance (EAGI). The empirical analysis was
designed to complement this descriptive discussion of comparability problems with an assessment
of the quantitative impact of countries’ deviations from the INES definitions of expenditures.

Review of Countries’ National Finance Data

At the outset of this study, we recognized several problems that might limit our ability to
conduct a complete quantitative analysis of the deviations from comparability in participating
countries. These included: (1) incomplete information about all pertinent aspects of each
country’s education structures, finance arrangements, and data collections; (2) lack of access to
data required for the comparability analysis; and (3) “missing” data in countries’ national data
collections. The first problem would preclude us from fully documenting and describing potential
deviations from comparability; the second two problems would limit our ability to quantify the
magnitude of these deviations and, in some cases, might actually preclude us from carrying out
the quantitative analysis altogether.

We attempted to address these problems through reviews of published reports and
unpublished documents, correspondence and telephone communication with country officials,
extensive interviews conducted on site in each country, and follow-up communication to clarify
comparability problems. During our field visits and follow-up conversations, we also attempted to
obtain as much additional material as possible on expenditures, e.g., computer printouts, special

tabulations, etc., to conduct the comparability analysis. By and large, we succeeded in obtaining
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data to fill in many of the major data gaps. However, some gaps still could not be filled,
primarily because the data required to fill the gaps do not exist in countries’ finance records. As
a result, some comparability problems identified in Volume I of this report could not be corrected
in the quantitative analysis. Other “missing data” problems were addressed through “best guess”
estimates based on information provided by country officials. In most cases, ranges were
established within which values for a particular expenditure could reasonably be expected to fall.

One final point concerning adjustments to countries’ expenditure data must be stated
before presenting the adjustments and their consequences. This concerns the limitations of the
adjustments. Despite fairly intensive scrutiny of the 10 countries’ education structures, finance
arrangements, national statistical collections, and data submitted to international agencies, our
knowledge about comparability problems is not complete for all countries. As a result, there may
still be problems requiring adjustments that were not incorporated into our analysis. In addition to
incomplete knowledge, there are also a number of other important limitations to our adjustments
to countries’ expenditure data.

First, there are some areas of education in different countries where we know about a
comparability problem but have been able neither to identify data sources that would provide data
on actual expenditures nor to obtain adequate information from knowledgeable people to estimate
expenditures for a function or activity. Second, some adjustments to countries’ expenditures are
incomplete and fairly primitive, i.e., in many cases based on very rough estimates of actual
expenditures for particular items. Although we attempted to provide low and high estimates of
expenditures based on information provided by country officials to establish a range of
expenditures for many “missing” items, we do not know how much the estimates deviate from
actual expenditures. Third, our adjusted estimates of expenditures per student include only crude

adjustments to student counts in countries where they were required, since it was beyond the
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scope of the study to address fully problems of comparability in student enrollments; more
accurate adjustments of student counts could change the estimates of expenditures per student
presented here. Finally, our analysis of the effects of adjustments to countries’ expenditures was
limited to only two indicators that reflect countries’ overall investment in education: expenditures
relative to gross domestic product (GDP) and expenditures per student. We did not analyze the
effects of adjustments on relative expenditures for different education levels, the composition of
expenditures, and the sources of funding for education — in part because of the “crudeness” of
the adjustments to countries’ expenditures. Better adjustments to the data might permit an

analysis of other education finance indicators.
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CHAPTER 11

ADJUSTMENT OF DATA ON PUBLIC AND PRIVATE
EXPENDITURES TO IMPROVE COMPARABILITY

Introduction

This chapter presents the adjustments made to each country’s data on public and private
expenditures to improve comparability. It is organized by country, beginning with Australia and
concluding with the United States. Discussed below are the procedures used to adjust the
expenditure data and the way the adjustments are presented.

Each country section focuses first on comparability problems relating to fotal public and
private expenditures for all education levels from preprimary through tertiary education
combined. The first exhibit for each country summarizes the major comparability problems at
each education level and the adjustments carried out to try to address them.! Data sources for the
adjustments and general descriptions of calculation methods are presented in this exhibit. The
second exhibit presents the actual adjustments to each country’s expenditures (in local currency)
and the amount of money that was added to or subtracted from the total public and private
expenditures for all education levels reported to OECD for EAG2. The adjustments presented in
this exhibit only include additions to and subtractions from expenditures; they do not include
transfers between levels of education and allocation of expenditures that countries do not account
for by level (“undistributed” expenditures) to appropriate education levels, since these interlevel

transfers do not affect total expenditures for all education levels combined.

'In a few cases, adjustments were not carried out because the required data were not available.
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As one of the main purposes of the adjustments to countries’ expenditures was to establish
a possible range for total public and private expenditures for education, low and high estimates of
expenditures were developed for each country. To establish the largest possible range, the low
estimate was developed with the minimum potential value for expenditures and the high estimate
was developed with the maximum potential value. When more than one estimate could be made
of a missing item or an incorrect expenditure figure, this was done as follows. If an item needed
to be added to expenditures, the low estimate was established by adding the smallest estimate of
expenditures for an education function or activity; if an item needed to be subtracted from
expenditures, the low estimate was established by subtracting the highest estimate of expenditures
for that function or activity. Conversely, under the high estimate, if an item needed to be added
to expenditures, the largest estimate of expenditures was added to reported expenditures; if an
item needed to be subtracted from expenditures, the smallest estimate was subtracted.

The low and high estimates of total public and private expenditures for all education
levels combined are presented at the bottom of the exhibit containing the numerical adjustments to
expenditures. The estimates of expenditures presented here are the ones used later in Chapter IV
to assess the effects of expenditure adjustments on indicators of total expenditures for preprimary
through tertiary education.

The second part of each country section presents adjustments to three separate education
levels: preprimary education, primary-secondary education, and tertiary education. The
adjustments to expenditures — presented in the third exhibit in each country section — include
three components: (1) additions to and subtractions from expenditures included in adjustments to
total expenditures for all education levels; (2) transfers of expenditures between education levels
(“interlevel transfers”) to adjust for incorrect accounting of expenditures by education level; and

(3) allocations of “undistributed” expenditures to appropriate education levels. Again, since a
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major purpose of the adjustments was to establish a possible range of expenditures for each
education level, low and high estimates of expenditures were made, using the same procedures
described above for expenditures for all education levels. The low estimate was made by adding
the smallest potential value for an item and subtracting the largest potential value, while the high
estimate was made by adding the largest potential value and subtracting the smallest potential
value of that item.

One important point should, however, be noted regarding transfers between education
levels. To create low and high estimates of expenditures for each education level, different
amounts had to be transferred across education levels under the low and high estimates. The
example in the figure below illustrates this point and how the low and high estimates were
developed. In this example expenditures for kindergarten classes in primary schools had to be
transferred from primary-secondary education to preprimary education. The range of expenditures
was estimated to be 300 to 500 million. To create the low value for primary-secondary education,
the maximum estimate of 500 million had to be subtracted from this level; to create the high
value, the minimum estimate of 300 million had to be subtracted from primary-secondary
education. However, the opposite additions were required for preprimary education. To create
the low value for preprimary education, the minimum estimate of 300 million had to be added to
this level; to create the high value, the maximum estimate of 500 million had to be added to

preprimary education.
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EXHIBIT II-1

Procedures for Transferring Expenditures between Education Levels

Low High
Adjustment Adjustment
Level of Education (Millions) (Millions)

Preprimary Education

Addition of Expenditures for Kindergarten Classes in Primary Schools +300 +500

Primary-Secondary Education

Transfer of Expenditures for Kindergarten Classes into Preprimary -500 -300
Education

The fourth exhibit in each country section presents the low and high estimates of total
expenditures for each education level. The exhibit also shows the amount of “undistributed”
expenditures before adjustments and estimates of expenditures after the allocation of
“undistributed” expenditures to appropriate education levels. The exhibits do not include low and
high estimates of expenditures for all education levels combined based on the sums of estimates
for the respective levels, as these sums will generally differ from the estimates of total
expenditures for all education levels presented in the second exhibit (due to the treatment of
interlevel transfers). In comparing total expenditures for all education levels before and after
expenditures adjustments, the reader should not sum the figures reported in the fourth exhibit, but

should use the estimates reported in the second exhibit.
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Australia

Australia’s expenditure data submitted to INES for EAG2 were drawn primarily from
institutional collections carried out by several different government offices and private agencies.
Each of the agencies used different instruments to collect the finance data for its respective
education sector. As a result, the data reported for primary and secondary education are not fully
comparable with the data reported for technical and further education or university education.
Some education activities and objects of expenditure are included in some collections but are
excluded from others. In addition, the fiscal years were not comparable in all of the collections.
Expenditure data for primary and secondary education in government schools and technical and
further education were for fiscal years (July 1-June 30), while data for primary and secondary
education in non-government schools and for universities were for calendar years.

Our review of these collections and the expenditure data Australia submitted to INES for
EAG?2 identified two main types of problems: omission of certain expenditures from national totals
and computational errors in completing the submission form. Expenditures were generally
omitted from the INES submission for either of the following reasons. One is that government
agencies do not collect data for certain types of expenditures, e.g., private expenditures for both
preschool education and primary and secondary education in government schools. The second is
that expenditure data are not consistent across states: some states include certain expenditures,
e.g., retirement expenditures, in their finance data, while others do not. Although national
agencies attempt to standardize expenditures to the extent possible to report comparable data in
national reports, in some cases they exclude certain expenditures from state and national totals if
comparable state data cannot be generated. In conducting the quantitative analysis of

comparability for Australia, we attempted to develop estimates of omitted expenditures based on
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information obtained through our field visits and subsequent inquiry. We also adjusted Australia’s
expenditure figures to eliminate computational errors in the submission.

Exhibits II-2, I1-3a and II-4a summarize Australia’s major comparability problems by
education level and the actual adjustments made to Australia’s expenditure data (in local currency)
to address these problems. In cases where data are missing, low and high estimates of actual
expenditures are made to provide a potential range in values for the missing expenditures.
Exhibits II-3b provides an overall picture of the effects of the adjustments to Australia’s
expenditures for all education levels; Exhibit II-4b highlights the effects of adjustments to
preprimary, primary-secondary, and tertiary education.

Overall, public and private expenditures for all levels of education combined were
estimated to increase between 5 and 10 percent. By level, the largest percentage increase was in
preprimary education; this was due primarily to the allocation of pre-year-1 expenditures from
primary education to preprimary education and secondarily to a correction of an error in the data
submission. However, expenditures for preprimary education still exclude public and private
expenditures for child care programs and private expenditures for pre-school programs. The
addition of these expenditures would substantially increase expenditures for preprimary education.

Expenditures for primary and secondary education were estimated to increase between 4
and 13 percent, with the inclusion of an estimate of TAFE expenditures for basic education and
employment skills in this sector and the exclusion of expenditures for pre-year-1 classes from
primary schools.

Estimates of tertiary education expenditures after adjustments were basically unchanged
from reported expenditures. TAFE expenditures for other operating expenditures, which were
omitted from the INES submission, were added to current expenditures and total expenditures, but

the addition of these expenditures to tertiary education was offset by the transfer of estimated
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EXHIBIT II-2

Summary of Comparability Problems and Adjustments
to Australia’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

* Omission of public and private expenditures for child care centers.
* Omission of private expenditures for preschool education.

» Exclusion of expenditures for pre-year-1 (kindergarten) classes in
public and private primary schools from preprimary education.

Adjustment to Improve Comparability

No adjustment: data unavailable to estimate expenditures.

No adjustment: data unavailable to estimate expenditures.

Expenditures allocated to preprimary education based on
Erepnma,ry share of primary school enrollments in each state.

ow Estimate: One-tenth of primary education expenditures.
High Estimate: Between one-seventh and one-eighth of primary
education expenditures.

Primary-Secondary Education

* Exclusion of expenditures for fringe benefits such as health
insurance, retirement Esu%e_rannuatlon), payroll tax, long service
leave by government (public) schools.

» Exclusion of expenditures by local governments for government
schools.

* Exclusion of expenditures by schools, school councils, and
community organizations for government schools.

» Exclusion of expenditures for transportation by non-government
(private) schools.

* Inclusion of expenditures for debt service by non-government
schools in current expenditures.

* Inclusion of expenditures for lll)re-ye_ar-l _(kinder%arten) classes in
public and private primary schools in primary education.

* Exclusion of Technical and Further Education (TAFE)
expenditures for basic education and basic employment skills from
secondary education.

Expenditures for retirement and workmen’s compensation
estimated to be between 10% and 15% of salaries, health
insurance at between 1% and 5% of salaries.

Eﬁﬁenditul_'es of $1 million from Australian Bureau of Statistics
(ABS) national accounts data added to current and total
expenditures.

Estimated expenditures are between 1% and 5% of current
expenditures of government schools.

Estimated expenditures are between 1% and 5% of current
expenditures of non-government schools.

Expenditure removed from current and total expenditures.

Expenditures removed from primary/secondary education and
included in preprimary education. . i
Low Estimate: ' Between one-seventh and one-eighth of primary
education expenditures. . . .

High Estimate: One-tenth of primary education expenditures.

15% of TAFE expenditures allocated to primary/secondary
education based on share of TAFE enrollments’in basic education
and employment skills courses.

Tertiary Education

* Inclusion of other operating expenditures by TAFE institutions as
capital expenditures, instead of current expenditures.

* Inclusion of all TAFE expenditures, _includiné basic education and
employment skills, in tertiary education (ISCED 5).

Other operating expenditures in report of Task Force on Finance
Data for Vocational Education and Training added to current
operating expenditures and total expenditures.

15% of TAFE expenditures excluded from tertiary education and
included in primary/secondary education.

Source: International Expenditure Comparability Study, 1997.




EXHIBIT II-3a

Adjustment of Australia’s Data on Total Public and Private
Expenditures to Improve Comparability, by Education Level

(Australian Dollars, in Millions)

Low High
Estimate Estimate
Description of Adjustment (millions) (millions)
Preprimary Education
ABS Expenditure Data Adjusted to Correspond with Printouts +22 +22
Primary-Secondary Education
Estimate of Expenditures for Retirement and Workmen’s Compensation in +649 +973
Government Schools Added to Expenditures
Estimate of Expenditures for Health Insurance in Government Schools Added to +65 +324
Expenditures
ABS Expenditures by Local Governments Added to Expenditures +1 +1
Estimate of Expenditures by Community Organizations, School Councils for +88 +439
Government Schools Added to Expenditures
Estimate of Expenditures for Transportation in Non-Government Schools Added to +30 +149
Expenditures
Expenditures for Debt Service in Non-Government Schools Accounted for in Current -138 -138
Expenditures Removed from Expenditures
Tertiary Education
Addition of TAFE Other Operating Expenditures to Expenditures +345 +345
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS +1,062 +2,115
EXHIBIT II-3b
Summary of Adjustments to Australia’s Data on Total Public
and Private Expenditures for All Education Levels Combined
(Australian Dollars, in Millions)
Low Estimate High Estimate
Reported
All Education Expenditures (Percent (Percent
Levels (Currency) (Currency) Change) (Currency) Change)
Total Expenditures 20,741 21,803 +5.1% 22,856 +10.2%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due to rounding;
details may not add to total due to rounding.
Source: [International Expenditure Comparability Study, 1997.
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EXHIBIT II-4a

Adjustment of Australia’s Data on Total Public and Private Expenditures

for Preprimary, Primary-Secondary and Tertiary Education

to Improve Comparability
(Australian Dollars, in Millions)

Description of Adjustment

Preprimary Education

Low
Estimate
(millions)

High
Estimate
(millions)

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +22 +22
Interlevel Transfers

Estimate of Expenditures for Pre-Year-1 (Kindergarten) Classes in Government Schools +324 +454
Allocated Based on Share of Primary Enrollment in the States

Estimate of Expenditures for Pre-Year-1 (Kindergarten) Classes in Non-Government +71 +101
Schools Allocated Based on Share of Primary Enrollment in the States

SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +417 +577
Primary-Secondary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +695 +1,748
Interlevel Transfers

Estimate of Expenditures for Pre-Year-1 (Kindergarten) Classes Subtracted Based on Share -454 -324
of Primary Enrollment in the States

Estimate of Expenditures for Pre-Year-1 (Kindergarten) Classes Subtracted Based on Share -101 -71
of Primary Enrollment in the States

Estimate of TAFE Expenditures for Basic Education and Employment Skills Added to +397 +397
Expenditures

SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY EDUCATION +537 +1,750
Tertiary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +345 +345
Interlevel Transfers

Estimate of TAFE Expenditures for Basic Education and Employment Skills Transferred to -397 -397
Primary-Secondary Education

SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION -52 -52

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-4b

Summary of Adjustments to Australia’s Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education
(Australian Dollars, in Millions)

Low Estimate High Estimate
Reported
Education Expenditures (Percent (Percent
Level (Currency) (Currency) Change) (Currency) Change)

-
Preprimary Education

Total Expenditures 219 " 636 +190.4% 796 +263.5%

Primary-Secondary Education

Total Expenditures 13,077 13,614 +4.1% 14,827 +13.4%

Tertiary Education

Total Expenditures 7,445 7,393 -0.7% 7,393 -0.7%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due
to rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.

TAFE expenditures for basic education and employment skills out of tertiary education into

primary and secondary education.
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Austria

Our review of Austria’s expenditure data identified three major problems. These were the
omission of substantial expenditures from all levels of education, the inclusion of expenditures for
university hospitals in tertiary education, and the inclusion of about 7 percent of total expenditures
as “unallocated” expenditures. The most significant omissions from expenditures included private
expenditures for all levels of education and public expenditures for retirement benefits (pensions)
for civil servants employed in education. The omission of expenditures by private firms for
training apprentices under the dual system was also a significant omission from secondary
education.

The comparability problems with Austria’s expenditure data were addressed largely
through the addition of estimates of expenditures to all three education levels. These additions
included estimates of public expenditures for pensions for civil servants (between 8 and 12
percent of expenditures reported to OECD) and private expenditures for fees at public and private
institutions (between 3 and 4 percent of reported expenditures). In addition, estimated
expenditures by Linder and local authorities for administration and support services were included
in preprimary and primary-secondary education, public expenditures for adult education were
included in secondary education, and private firms’ expenditures for apprenticeship training were
included in secondary education. Expenditures for university hospitals (representing about 4
percent of total reported expenditures and about 18 percent of reported expenditures for tertiary
education) were subtracted from expenditures.

Exhibits II-5, II-6a and II-7a summarize expenditure comparability problems by education
level and the adjustments made to Austria’s expenditure data to address these problems of

comparability. Exhibit II-6b provides an overall picture of the effects of the adjustments to
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Austria’s expenditures for all education levels; Exhibit II-7b highlights the effects of adjustments
to preprimary, primary-secondary, and tertiary education.

Overall, estimates of total public and private expenditures for all education levels
combined were between 19 and 26 percent higher than reported expenditures — primarily because
the large number of additions to expenditures more than offset the subtraction of expenditures for
university hospitals from tertiary education. The adjustment of Austria’s expenditure data
produced an increase in expenditures for both preprimary education and primary-secondary
education, but a decrease in expenditures for tertiary education.

Estimated expenditures for preprimary education increased between 35 and 54 percent —
with the addition of private expenditures for private education contributing the major share of the
increase. Estimated expenditures for primary-secondary education increased between 39 and 48
percent; the addition of estimated expenditures by private firms for training apprentices under the
dual system and estimated public expenditures for pensions for civil servants contributed most to
the increase in expenditures for this education level, but these increases were partially offset by
decreases in expenditures for subsidies for student living expenses. Finally, expenditures for
tertiary education were estimated to decrease between 10 and 12 percent. Estimated additions to
tertiary education of public expenditures for pensions for civil servants, private expenditures (fees)
at public institutions, and selected expenditures from “unallocated” expenditures were more than
offset by the subtraction of expenditures for university hospitals and subsidies for student living

expenses from tertiary education.
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EXHIBIT II-5

Summary of Comparability Problems and Adjustments

to Austria’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

Omission of expenditures for civil service pensions.
Omission of private expenditures (fees) for public institutions.
Omission of private expenditures for private schools.

Omission of expenditures for administrative and support functions
performed by Linder and local governments.

Adjustment to Improve Comparability

Estimated expenditures are between 16% and 20% of gross
salaries for civil servants.

Estimates added to expenditures based on data provided by the
Austrian Central Statistical Office (ACSO).

Exgenditures for preprimary education are estimated at 80% to
110% of expenditures in public schools.

Estimated expenditures are between 2% and 5% of total
expenditures.

Primary-Secondary Education

Omission of expenditures for civil service pensions.

Omission of expenditures by private firms for training of
apprentices.

Omission of private expenditures (fees) for public institutions.
Omission of some public and all private expenditures for adult
education.

Omission of private expenditures for private schools.

Omission of expenditures for administrative and support functions
performed by Lander and local governments.

Inclusion of public subsidies for student living expenses.

Estimated expenditures are between 16% and 20% of gross
salaries of civil servants.

Estimate of 9.1 billion Austrian Schillings (AS) based on special
study added to expenditures.

Estimates added to expenditures based on data provided by the
ACSO.

ACSO estimate of 3.25 billion AS added to public expenditures;
no estimate of private expenditures available.

Estimated expenditures are based on same expenditure per student
as public schools; assumed that private funds cover 10% to 20%
of school costs.

Estimated expenditures are between 2% and 5% of total
expenditures.

Expenditures subtracted based on supplementary data provided b
thepACSO. PP n P y

Tertiary Education

Omission of expenditures for civil service pensions.
Omission of private expenditures (fees) for public institutions.
Inclusion of substantial expenditures for hospitals in tertiary

education.

Inclusion of public subsidies for student living expenses.

Estimated expenditures are between 16% and 20% of gross
salaries of civil servants.

Estimates added to expenditures based on data provided by the
ACSO.

Expenditures for hoi_pitals in statistics of higher education
ministry subtracted from expenditures.

Expenditures subtracted based on supplementary data provided b
thepASCO. PP w P Y

Source: International Expenditure Comparability Study, 1997.




EXHIBIT II-6a

Adjustment of Austria’s Data on Total Public and Private Expenditures
to Improve Comparability, by Education Level

(Schillings, in Millions)

Description of Adjustment

Preprimary Education

High
S|
mi

Estimate of Civil Service Pensions Added to Expenditures +485 +772
Private Expenditures (Fees) at Public Institutions Added to Expenditures +292 +292
Private Expenditures for Private Schools Added to Expenditures +1,409 +2,095
ﬁgﬁggittlggez (fi?il;a cll\?o i xiggr?(tiii‘tlgrg?d Support Functions Performed by Linder and Local +153 +414
Primary-Secondary Education
Estimate of Civil Service Pensions Added to Expenditures +6,669 +9,929
Es(}gggtteoo Xl;réx gct:u lr:eigms’ Expenditures for Training Apprentices under the Dual System +9,100 49,100
Private Expenditures (Fees) at Public Institutions Added to Expenditures +543 +543
Public Expenditures for Adult Education Added to Expenditures +3,250 +3,250
Private Expenditures for Private Schools Added to Expenditures +633 +1,266
ﬁgﬁggitgggez (fi%re cll\?ongl.xigggctﬁ‘tlgrggd Support Functions Performed by Léander and Local +1,602 +4,037
Expenditures for Subsidies for Student Living Expenses Subtracted from Expenditures -1,538 -1,538
Tertiary Education
Estimate of Civil Service Pensions Added to Expenditures +1,035 +1,478
Private Expenditures (Fees) at Public Institutions Added to Expenditures +226 +226
Expenditures for Hospitals Subtracted from Expenditures -3,773 -3,773
Expenditures for Subsidies for Student Living Expenses Subtracted from Expenditures -988 -988
Unallocated Expenditures
Private Expenditures (Fees) at Public Institutions Added to Expenditures +158 +158
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS +19,256 +27,261

EXHIBIT II-6b

Summary of Adjustments to Austria’s Data on Total Public
and Private Expenditures for All Education Levels Combined

(Schillings, in Millions)

Low Estimate

High Estimate

(Currency) (Percent Change)

All Fdugation Enhofiedes
evels urrency)

Total Expenditures 104,080 123,336 +18.5%

131,341

(Currency)

+26.2%

Note: Low agd hi%{l estimates of expenditures may not equal reported expenditures plus adjustments due to rounding; details may

not add to t

Source: International Expenditure Comparability Study, 1997.

al due to rounding.
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EXHIBIT II-7a

Adjustment of Austria’s Data on Total Public and Private Expenditures
for Preprimary, Primary-Secondary and Tertiary Education
to Improve Comparability
(Schillings, in Millions)

Low High
Estimate Estimate
Description of Adjustment (millions) (millions)

Preprimary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +2,339 +3,573
Interlevel Transfers

No Interlevel Transfers 0 0
SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +2,339 +3,573

Primary-Secondary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +20,259 +26,587

Interlevel Transfers

Special Education Expenditures Transferred from Unallocated Expenditures +833 +833
Estimated Two-Thirds of Expenditures for Other Types of Education Transferred from +347 +347
Unallocated Expenditures

Textbook Expenditures Transferred from Unallocated Expenditures +1,029 +1,029
Scholarship Expenditures Transferred from Unallocated Expenditures +1,068 +1,068
Estimate of 80 Percent of Other Unallocated Expenditures Added to Expenditures +3,002 +3,002
Private Expenditures (Fees) Added to Expenditures +126 +126
SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY EDUCATION +26,664 +32,992
Tertiary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -3,500 -3,057
Interlevel Transfers

Estimated One-Third of Expenditures for Other Types of Education Transferred from +173 +173
Unallocated Expenditures

Estimate of 20 Percent of Other Unallocated Expenditures Added to Expenditures +751 +751
Private Expenditures (Fees) Added to Expenditures +32 +32
SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION -2,544 -2,101

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-7b

Summary of Adjustments to Austria’s Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education
(Schillings, in Millions)

Low Estimate High Estimate
Reported
Education Expenditures (Percent (Percent
Level (Currency) (Currency) Change) (Currency) Change)

Preprimary Education

Total Expenditures 6,630 " 8,969 +35.3% 10,202 +53.9%

Primary-Secondary Education

Total Expenditures 68,292 94,956 +39.0% 101,285 +48.3%

Tertiary Education

Total Expenditures 21,954 19,410 -11.6% 19,853 -9.6%

Unallocated Expenditures (All Education Levels)

Total Expenditures 7,203 || 0 -100.0% 0 -100.0%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due
to rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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Canada

Canada’s expenditure data submitted to INES for EAG2 were drawn from several
collections including provincial records of expenditures of public primary and secondary schools,
surveys of private primary and secondary schools, and surveys of postsecondary vocational-
technical and community colleges and universities. There are some differences in definitions used
in these collections, but these do not greatly affect the comparability of data across education
sectors. There are also differences across provincial collections of expenditure data for public
primary and secondary schools, but these are coordinated to the extent possible by adjustment of
data by Statistics Canada to a national standard.

Canada did not report expenditures on center-based day care in its INES submission, as
day care institutions are not part of a regular data collection. However, for the comparability
study, estimated expenditures for center-based day care were added to preprimary education
drawing on data from a report on day care prepared by the New Democratic Party and the
University of Toronto.

Our review of Canada’s expenditure data identified a number of important comparability
problems. One problem was a difference in the boundary between secondary and tertiary
education between Québec and other provinces. Unlike other provinces, which generally operate
K-12 education systems, Québec operates a K-11 system. Students enter one of two
postsecondary programs in grade 12: a two-year academic program providing preparation for
university; or a three-year vocational program. Canada counts all expenditures for these
programs, including those for grade 12, as tertiary education, even though the level of instruction
in grade 12 is similar to grade 12 instruction in the other provinces. In conducting the
comparability analysis, we respected Canada’s own classification of education levels. However, if

a uniform grade structure were imposed on levels of education, by country, Canada’s expenditures
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would be reduced substantially at the tertiary level and increased at the secondary level, as
Québec contains more than a quarter of Canada’s population.

Other problems involved the inclusion and/or exclusion of certain expenditures in national
totals. To address these problems, three general adjustments were made to Canada’s expenditure
data: (1) addition of missing data; (2) subtraction of expenditures for education sectors or
activities not included in our operational definition of expenditures; and (3) proration of
expenditures across education levels. The only addition to expenditures was the inclusion of
public and private expenditures for center-based child care to preprimary education. The most
significant subtractions from expenditures were the elimination of estimated household
expenditures on books and supplies from primary-secondary education, the exclusion of public
expenditures for in-service training in public agencies, and the elimination from tertiary education
of grants to higher education students that support student living expenses (which are excluded
from our operational definition of expenditures) or tuition and fees (which are already accounted
for as revenues by colleges and universities).

Several other items were also excluded from Canada’s expenditures. These included
expenditures for private non-collegiate tertiary education (proprietary schools), which would have
been retained in tertiary education based on the INES definitions. We subtracted these
expenditures for this study because data for programs that operate outside the “formal” education
system were not available — and could not be estimated — for several countries. Other “non-
formal” programs excluded from expenditures were prison education and in-service training
programs provided in non-education government agencies. Finally, we subtracted out public
expenditures on tertiary-level scholarships and grants to avoid double-counting of grants that
return to institutions as tuition and fees and to eliminate public expenditures that support student

living expenses.
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Exhibits II-8, II-9a and II-10a summarize expenditure comparability problems by education
level and the adjustments made to Canada’s expenditure data to address these problems of
comparability. Exhibit II-9b provides an overall picture of the effects of the adjustments to
Canada’s expenditures for all education levels; Exhibit II-10b highlights the effects of adjustments
to preprimary, primary-secondary, and tertiary education.

Overall, estimates of total public and private expenditures for all education levels
combined were only slightly lower (1-2 percent) than reported expenditures — primarily because
additions to expenditures were more than offset by the subtraction of other expenditures.

Increases in preprimary education were counterbalanced by decreases in both primary-secondary
and tertiary education.

Estimated expenditures for preprimary education increased substantially in monetary terms
for two reasons: (1) estimated expenditures for kindergarten and pre-kindergarten classes in
primary schools were transferred from primary-secondary education to preprimary education; and
(2) estimated expenditures of about $1.5 billion for “center-based” day care and nursery schools
were included in preprimary expenditures.

Expenditures for primary-secondary education were estimated to decline overall by about 7
percent. This reduction resulted from two adjustments: (1) the transfer of expenditures for
kindergarten and pre-kindergarten classes into preprimary education; and (2) the subtraction of
household expenditures for books and supplies from total expenditures (since these were not part
of the operational definition of expenditures used in this study). The several reductions in tertiary

expenditures mentioned above decreased tertiary expenditures by an estimated 9 percent.
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EXHIBIT II-8

Summary of Comparability Problems and Adjustments

to Canada’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

Omission of public and private expenditures for child care
centers.

Exclusion of expenditures for kindergarten and pre-kindergarten

classes in public and private schools from preprimary education.

Adjustment to Improve Comparability

Federal, provincial, and private expenditures on center-based
child care from survey conducted by the New Democratic
Party and the University of Toronto added to expenditures.

Estimated public and private expenditures for kindergarten
and pre-kindergarten classes allocated to preprimary
education based on enrollments and pupil-teacher ratios
published in the Canadian “Education-at-a-Glance” report
added to expenditure.

Primary-Secondary Education

Inclusion of education programs in federal prisons.

Inclusion of expenditures for kindergarten and pre-kindergarten
classes in public and private schools in primary and secondary
education.

Inclusion of household expenditures on student books and
supplies, which are not part of the operational definition of
expenditures used in this study.

Line item expenditure for prison education found in the
1988-1989 Financial Statistics of Education and inflated to
1991 dollars subtracted from expenditures.

Estimated public and private expenditures for kindergarten
and pre-kindergarten classes based on enrollments and pupil-
teacher ratios published in the Canadian “Education-at-a-
Glance” report subtracted from expenditures.

Estimate of household expenditures found in Financial
Statistics of Education and inflated to 1991 dollars
subtracted from expenditures.
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EXHIBIT II-8 (Continued)

Summary of Comparability Problems and Adjustments

to Canada’s Expenditure Data

Tertiary Education

Education Level

Comparability Problem

Inclusion of some expenditures for proprietary schools.

Inclusion of expenditures for in-service training programs in
public agencies.

Inclusion of university expenditures for local property taxes.

Inclusion of government expenditures for scholarships at
universities.

Inclusion of government expenditures for scholarships at
community colleges.

Adjustment to Improve Comparability

Line item expenditure on proprietary schools found in the
1988-1989 Financial Statistics of Education and inflated to
1991 dollars subtracted from expenditures.

Expenditures of public agencies for in-service training found
in the 1988-1989 Financial Statistics of Education and
inflated to 1991 dollars subtracted from expenditures.

Expenditures for local property taxes found in the 1988-1989
Financial Statistics of Education and inflated to 1991 dollars
subtracted from expenditures.

100% of university scholarships found in 1988-89 Financial
Statistics of Education and inflated to 1991 dollars
subtracted from tertiary expenditures.

100% of community college scholarships found in 1988-89
Financial Statistics of Education and inflated to 1991 dollars
subtracted from tertiary expenditures.

International Expenditure Comparability Study, 1997.




EXHIBIT II-9a

Adjustment of Canada’s Data on Total Public and Private Expenditures
to Improve Comparability, by Education Level
(Canadian Dollars, in Millions)

Low Hig
stimat stimat
Description of Adjustment (llzm ions (l;:nml]:)ns

Preprimary Education

E)s(tll)g}]aéﬁ uorg gxpenditures for Private “Center-Based” Child Care Added to +626 +692
Estimate of Expenditures for Public “Center-Based” Child Care Added Expenditures +742 +820
Primary-Secondary Education

Expenditures for Prison Education Programs Subtracted from Expenditures -17 -17
Estimated Household Expenditures on Books and Supplies Subtracted from -177 -635

Expenditures

Tertiary Education

Expenditures for Proprietary Schools Subtracted from Private Expenditures -100 -100
Eﬁgggg%&ggg for In-Service Training Programs in Public Agencies Subtracted from -457 -457
Local Property Taxes Paid by Universities Subtracted from Expenditures -21 -21
Estimated Government Expenditures for Scholarships at Universities -701 -701
Estimated Government Expenditures for Scholarships at Community Colleges -258 -258
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS -963 -677

EXHIBIT II-9b
Summary of Adjustments to Canada’s Data on Total Public
and Private Expenditures for All Education Levels Combined
(Canadian Dollars, in Millions)

Low Estimate High Estimate
Reported
All Education Expenditures (Percent (Percent
Levels (Currency) (Currency) Change) (Currency) Change)
——
Total Expenditures 48,263 47,300 -2.0% 47,586 -1.4%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due to rounding;
details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT 1I-10a

Adjustment of Canada’s Data on Total Public and Private Expenditures
for Preprimary, Primary-Secondary and Tertiary Education
to Improve Comparability
(Canadian Dollars, in Millions)

Low High

Estimate Estimate
Description of Adjustment (millions) (millions)

Preprimary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +1,368 +1,512

Interlevel Transfers

Estimate of Expenditures for Pre-Kindergarten and Kindergarten Classes in Public Primary +1,300 +1,436
Schools Allocated to Preprimary Education Based on Enrollments and Pupil-Teacher
Ratios

Estimate of Expenditures for Pre-Kindergarten and Kindergarten Classes in Private Primary +100 +110
Schools Allocated to Preprimary Education Based on Enrollments and Pupil-Teacher
Ratios

SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +2,768 +3,058

Primary-Secondary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -794 -652

Interlevel Transfers

Estimate of Expenditures for Pre-Kindergarten and Kindergarten Classes in Public Primary -1,436 -1,300
Schools Transferred to Preprimary Education Based on Enrollment and Pupil-Teacher

Ratios

Estimate of Expenditures for Pre-Kindergarten and Kindergarten Classes in Private Primary -110 -100
Schools Transferred to Preprimary Education Based on Enrollments and Pupil-Teacher

Ratios

SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY EDUCATION -2,340 -2,052
Tertiary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -1,537 -1,537
Interlevel Transfers 0 0
SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION -1,537 -1,537

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-10b

Summary of Adjustments to Canada’s Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education
(Canadian Dollars, in Millions)

Reported Low Estimate High Estimate

Education Expenditures (Percent (Percent

Level (Currency) (Currency) Change) (Currency) Change)

Preprimary Education

Total Expenditures 0 2,768 — 3,058 -

Primary-Secondary Education

Total Expenditures 31,465 || 29,125 -7.4% 29,413 -6.5%

Tertiary Education

Total Expenditures 16,798 15,261 -9.1% 15,261 -9.1%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due
to rounding; details may not add to total due to rounding.

— Percent change cannot be calculated.

Source: International Expenditure Comparability Study, 1997.
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France

France’s expenditure data submitted to INES for EAG2 were produced by the Department
of Statistics, Studies and Provisions in the Ministry of National Education from consolidated data
prepared by the Ministry of Finance, surveys of expenditures by households, accounting records
of private firms, and school financial accounts for schools with financial autonomy. Government
agencies and other data providers in France use standard accounting practices, thus avoiding
problems of internal comparability evident in some other countries.

Our review of France’s expenditure data identified four generic types of problems, among
them: (1) the omission of certain expenditures from specific education levels; (2) the inclusion of
other expenditures that were not part of the operational definition of expenditures used in this
study; (3) overestimation of expenditures for pensions of civil servants; and (4) the inclusion of
expenditures for special education and a few other programs in “unallocated” expenditures.

To address the first problem, expenditures for adult/continuing education and other out-of-
school (extra-scolaire) education were prorated between secondary and tertiary education and
added to these sectors. In addition, expenditures by private employers for apprenticeship training
were added to secondary education and expenditures for separately budgeted and funded research
were added to tertiary education. The second problem was addressed by subtracting selected
items from expenditures: household expenditures for education goods and services were subtracted
from all education levels; subsidies for student living expenses were prorated and subtracted from
secondary and tertiary education; and expenditures by internal training centers to train persons
newly hired by firms were subtracted from tertiary education. The third problem was addressed
by subtracting an estimate of the excess salary add-on for retirement and family allowances from
all education levels. Finally, the problem of “unallocated” expenditures was addressed by

prorating special education expenditures to preprimary and primary-secondary education, prorating
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other unallocated expenditures to all education levels, and subtracting expenditures for the
remuneration of teacher trainees from expenditures.

Exhibits II-11, II-12a and II-13a summarize expenditure comparability problems by
education level and the adjustments made to France’s expenditure data to address the problems of
comparability. Exhibit II-12b provides an overall picture of the effects of the adjustments to
France’s expenditures for all education levels; Exhibit II-13b highlights the effects of adjustments
to preprimary, primary-secondary, and tertiary education.

Overall, total expenditures decreased substantially — by about 13 percent under the low
estimate and about 6 percent under the high estimate. The addition of substantial expenditures for
out-of-school education to secondary and tertiary education and for research to tertiary education
was offset by the subtraction of expenditures for internal training from secondary education,
household expenditures for goods and services from all levels of education, and the overestimate
of the salary add-on for retirement and family allowances for civil servants.

After interlevel transfers were taken into account, expenditures for preprimary education
decreased between 15 and 20 percent. The reduction in expenditures was due primarily to the
subtraction of estimated expenditures for programs for two-year-olds and the overestimate of the
salary add-ons for retirement and family allowances; a contributing factor was the subtraction of
household expenditures for education goods and services. Expenditures for primary-secondary
education also decreased under the low estimate — because the inclusion of expenditures for out-
of-school education and the proration of unallocated expenditures was offset by the subtraction of
household expenditures for goods and services, expenditures for internal training of newly hired
staff by firms, and the overestimate of expenditures for retirement and family allowances. Finally,
expenditures for tertiary education increased 13-26 percent significantly, mainly due to the

inclusion of expenditures for out-of-school education and externally funded research.
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EXHIBIT II-11

Summary of Comparability Problems and Adjustments

to France’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

* Inclusion of expenditures for programs for 2-year-olds in
expenditures.

* Inclusion of household expenditures for books, supplies, etc.

* Inclusion of overestimates of pensions to retirees and the full cost
of financing the family allowance system in expenditures.

Adjustment to Improve Comparability

Estimated share of expenditures for programs for 2-year-olds
based on enrollments subtracted from expenditures.

Estimated expenditures per pupil from Réperes and Références
Statistiques (RRS) data and enrollments subtracted from
expenditures.

Estimated portion of retirement add-on of 31.1% of salaries and
total family allowances of 6.7% of salaries subtracted from
expenditures.

Primary-Secondary Education

* Omission of expenditures for adult education and other extra-
scolaire education.

* Inclusion of household expenditures for books, supplies, etc.

* Inclusion of firms’ expenditures for internal training of workers in

expenditures.

* Omission of expenditures by private firms for training of
apprentices.

* Inclusion of subsidies for student living expenses in expenditures.

* Inclusion of overestimates of pensions to retirees and the full cost
of financing the family allowance system in expenditures.

80% to 100% of expenditures for extra-scolaire education
reported in UOC2 and RRS added to expenditures. Two-thirds
included in primary-secondary education.

Estimated expenditures per pupil from RRS data and enrollments
subtracted from expenditures.

Expenditures for internal training in RRS data subtracted from
expenditures.

Estimated expenditures per apprentice in 1988 in RRS inflated to
1991 and multiplied by number of apprentices.

Expenditures reported in UOC2 subtracted from expenditures.
Estimated portion of retirement add-on of 31.1% of salaries and

total family allowances of 6.7% of salaries subtracted from
expenditures.
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EXHIBIT II-11 (Continued)

Summary of Comparability Problems and Adjustments

to France’s Expenditure Data

Education Level

Tertiary Education

Comparability Problem

* Omission of expenditures for adult education and other extra-
scolaire education.

* Omission of separately budgeted and funded research from tertiary
education.

* Inclusion of household expenditures for books, supplies, etc.

* Inclusion of outlays for housing, meals, and other ancillary
services for tertiary students in expenditures.

* Inclusion of subsidies for student living expenses in expenditures.

* Inclusion of overestimates of pensions to retirees and the full cost
of financing the family allowance system in expenditures.

Inclusion of remuneration of teacher trainees in expenditures.

Adjustment to Improve Comparability

80% to 100% of expenditures for extra-scolaire education
reported in UOC2 and RRS added to expenditures. One-third
included in tertiary education.

Estimated research expenditures based on OECD R&D statistics
for France, adjusted downward to reflect funds flowing to non-
educational institutions, added to expenditures.

Estimated expenditures per pupil from RRS data and enrollments
subtracted from expenditures.

Expenditures for ancillary services included in UOC2 subtracted
from expenditures.

Expenditures reported in UOC2 subtracted from expenditures.
Estimated portion of retirement add-on of 31.1% of salaries and
total family allowances of 6.7% of salaries subtracted from

expenditures.

Amount reported to INES as remuneration of teacher trainees
subtracted from expenditures.

Source: International Expenditure Comparability Study, 1997.




EXHIBIT II-12a

Adjustment of France’s Data on Total Public and Private Expenditures
to Improve Comparability, by Education Level

(Francs, in Millions)

Description of Adjustment

Preprimary Education

T

&

fions

High

Estimated Expenditures for 2-Year-Olds Subtracted from Expenditures -4,727 -3,882
Estimated Household Expenditures for Books, Supplies, Etc. Subtracted from Expenditures -2,147 -1,431
Daanted Chnmbunons for ol Vetvice binstons Thcuded 1 Exaendtares Fonditures and 372 3937
Primary-Secondary Education
E)s(%g;%ﬁ% rI‘:::.g(penditures for Adult Education and Extra-Scolaire Education Added to +26,890 +33,600
Estimated Household Expenditures for Books, Supplies, Etc. Subtracted from Expenditures -13,223 -8,815
Firms’ Expenditures for Internal Training of Workers Subtracted from Expenditures -27,622 -27,622
E)s(%g}%ﬁ% l_]‘Ealg(penditures of Private Employers for Apprenticeship Training Added to +2,508 +2,508
Subsidies for Student Living Expenses Subtracted from Expenditures -3,320 -3,320
Pt 5 2o o R 0 e R Sy i i Expendiures and a6 | 2%
Tertiary Education
E)s(t]ggha ﬁ% rE;(penditures for Adult Education and Extra-Scolaire Education Added to +13,435 +16,800
Estimated Research Expenditures Added to Expenditures +12,400 +15,400
Estimated Household Expenditures for Books, Supplies, Etc. Subtracted from Expenditures -3,670 -2,446
Fr’é%?n )i(%lgggitfgrrels-lousing, Meals, and Other Ancillary Services for Tertiary Students Subtracted -5,000 -4,300
Subsidies for Student Living Expenses Subtracted from Expenditures -4,100 -4,100
P b Ro e 5ot e Farily Aoy s Syirgted g Bxeenditures and il B
Unallocated Expenditures
Remuneration of Teacher Trainees Excluded from Expenditures -5,992 -5,992
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS -50,774 -25,215
EXHIBIT II-12b
Summary of Adjustments to France’s Data on Total Public
and Private Expenditures for All Education Levels Combined
(Francs, in Millions)
" Low Estimate High Estimate
Reported
All' Education Expenditures (Currency) (Percent (Currency) (Percent
Levels (Currency) Change) Change)

Total Expenditures 403,920

353,146

378,705

-6.2%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due to rounding; details may not add to total

due to rounding.

Source:  International Expenditure Comparability Study, 1997.
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EXHIBIT II-13a

Adjustment of France’s Data on Total Public and Private Expenditures
for Preprimary, Primary-Secondary and Tertiary Education
to Improve Comparability
(Francs, in Millions)

Low
Estimate
(millions)

High
Estimate
(millions)

Description of Adjustment

Preprimary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -11,446 -9,270

Interlevel Transfers

Expenditures for Special Education Transferred from Unallocated Preprimary Through +2,380 +2,380

Secondary Expenditures to Preprimary Education

Estimated Share of Unallocated Expenditures for All Education Levels Added to Expenditures +1,269 +1,269

SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION -7,797 -5,621

Primary-Secondary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -40,173 -25,601

Interlevel Transfers

Expenditures for Apprenticeship Programs Transferred from Unallocated Preprimary Through +3,944 +3,944

Secondary Expenditures to Secondary Education

Expenditures for Special Education Transferred from Unallocated Preprimary Through +9,498 +9,498

Secondary Expenditures to Primary-Secondary Education

Estimated Share of Unallocated Expenditures for All Education Levels Added to Expenditures +11,417 +11,417

SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY EDUCATION -15,314 -742

Tertiary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +6,837 +15,648

Interlevel Transfers

Estimated Share of Unallocated Expenditures for All Education Levels Added to Expenditures +1,409 +1,409
| SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION +8,246 +17,057

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-13b

Summary of Adjustments to France’s Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education

(Francs, in Millions)

Reported Low Estimate High Estimate
Expenditures
Education (Currency) (Percent (Percent
Level (Currency) Change) (Currency) Change)

Preprimary Education

Total Expenditures 38,434 30,637 -20.3% 32,813 -14.6%
Primary-Secondary Education

Total Expenditures 264,599 II 249,285 -5.8% 263,857 -0.3%
Tertiary Education

Total Expenditures 64,978 || 73,224 +12.7% 82,035 +26.3%
Unallocated Expenditures (Preprimary Through Secondary Education)

Total Expenditures 21,814 0 -100.0% 0 -100.0%
Unallocated Expenditures (All Education Levels)

Total Expenditures 14,095 0 -100.0% 0 -100.0%

Note:

to rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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Germany

Germany’s expenditure data submitted to INES for EAG2 were compiled by the Federal
Statistical Office from the budgets and statistical reports of the Linder and the local communities.
Land and community governments in Germany follow a standard accounting structure and
therefore provide relatively comparable expenditure data to the Federal Statistical Office.

The analysis of Germany’s expenditure data identified a number of important
comparability problems. These involved: (1) the inclusion of certain expenditures excluded from
the operational definition of expenditures used in this study; (2) the omission of other
expenditures; (3) the misclassification of expenditures among education levels; (4) the inclusion of
some expenditures in the “unallocated” category that belong in specific education levels; and (5)
the inclusion of certain activities in “unallocated” expenditures that were not part of the
operational definition of expenditures used in this study. To address these problems, the
following adjustments were made to Germany’s expenditure data.

First, several activities and functions were subtracted from reported expenditures, with the
most substantial being the subtraction from secondary education of employers’ wage payments to
apprentices participating in dual system programs and the subtraction from tertiary education of
university hospitals’ expenditures. Second, a number of items were added to expenditures, most
notably private expenditures for both public and private schools and universities. Third, selected
expenditures were shifted between levels, e.g., a portion of expenditures for “second-cycle” upper
secondary education was transferred from secondary to tertiary education. Fourth, expenditures
for continuing vocational education were moved from unallocated expenditures to tertiary
education. Finally, selected expenditures accounted for as “unallocated,” e.g., recreational courses
at adult education centers, in-service training at private firms, higher education grants and loans,

were subtracted from total expenditures.

I1-32



Exhibits II-14, II-15a and II-16a summarize expenditure comparability problems by
education level for Germany and the adjustments made to Germany’s expenditures to address
these problems. Exhibit II-15b provides an overall picture of the effects of the adjustments to
Germany’s expenditures for all education levels; Exhibit II-16b highlights the effects of
adjustments to preprimary, primary-secondary, and tertiary education.

Overall, adjustments to Germany’s data resulted in possible reductions to total
expenditures ranging from about 8 to 18 percent. These reductions in expenditures were due
mainly to the exclusion of expenditures cited above from current expenditures. However, the
adjustments had different effects at different education levels. Expenditures for preprimary
education were estimated to increase between 50 and 65 percent, primarily because of the
inclusion of estimates of private expenditures for private preschools. Estimated expenditures for
primary-secondary education were between 2 and 14 percent below reported expenditures — due
largely to the subtraction of private expenditures for wages paid apprentices in apprenticeship
programs. Finally, expenditures for tertiary education were estimated to decrease by about 2
percent under the low estimate and increase by almost 14 percent under the high estimate. Under
the low estimate, the exclusion of expenditures for university hospitals was nearly offset by the
addition of private expenditures at public universities, the transfer in of expenditures for second-
cycle upper secondary students from primary-secondary education, and the transfer in of
continuing vocational education from unallocated expenditures. Under the high estimate, the

addition to expenditures more than offset the subtraction of expenditures for university hospitals.
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EXHIBIT II-14

Summary of Comparability Problems and Adjustments
to Germany’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

* Omission of private expenditures at private preschools.

* Omission of private expenditures at public preschools.

* Omission of expenditures for preschool classes (Vorklassen) and
school kindergarten (Schulkindergarten) classes in public primary
schools from preprimary education.

* Inclusion of expenditures for programs for 2-year-olds in public
preprimary schools.

* Omission of expenditures of local authorities for administration
and operation of schools.

Adjustment to Improve Comparability

Estimate of private expenditures at private preschools added to

exgenditures based on study by the Federal Statistical Office

gFHO); adjustments are 90% and 110% of FSO estimates of 2.320
illion DM.

Estimate of private expenditures at public preschools added to
expenditures based on FSO study; adjustments are 90% and 110%
of FSO estimate of 430 million DM.

Public expenditures allocated to preprimary education based on
enrollments in preschool classes and school kindergarten classes
published in Basic and Structural Data.

Estimate of expenditures for programs for 2-year-olds based on
share of preprimary enrollments excluded from expenditures.

Estimated expenditures of local authorities at 2% and 5% of
current expenditures.

Primary-Secondary Education

* Onmission of private expenditures at public primary-secondary
schools.

* Omission of private expenditures at private primary-secondary
schools.

* Inclusion of expenditures for preschool classes (Vorklassen) and
school kindergarten (Schulkindergarten) classes in public primary
schools in primary education.

* Inclusion of firms’ compensation to student apprentices.

Omission of expenditures for apprentice programs in public
agencies.

Inclusion of expenditures for “second-cycle” students as upper
secondary.

Omission of expenditures by local authorities for administration
and operation of schools.

Estimate of private expenditures at public primary-secondary
schools added to expenditures baseé) on data in FSO study.

Estimate of private expenditures based on enrollments in Basic
and Structural Data and public expenditures in public schools
added to expenditures.

Estimate of public expenditures for preschool classes and school
kindergarten classes in regular primary school programs
subtracted from expenditures based on enrollments in Basic and
Structural Data.

Compensation {)ailments whose proportion was estimated in the
1983 study by I. Noll, Net Costs ofp Apprenticeship Training,
subtracted from expenditures.

Estimate of expenditures added based on enrollments in these
programs reported in Basic and Structural Data.

20 to 25 percent of upper secondary expenditures, as recorded in
UNESCO form, transferred to the tertiary level.

Estimated expenditures of local authorities at 2% and 5% of
current expenditures.




Se-lIl

EXHIBIT 1I-14 (Continued)

Summary of Comparability Problems and Adjustments
to Germany’s Expenditure Data

Education Level

Tertiary Education

Comparability Problem

Omission of private expenditures at private universities.
Omission of private expenditures at public universities.

Classification of some continuing vocational education as
unallocated.

Inclusion of a large proportion of university hospital expenditures
as expenditures for medical school instruction.

Exclusion of expenditures for “second-cycle” students from
tertiary category.

Adjustment to Improve Comparability

Estimated expenditures from FSO study added to expenditures.
Estimated expenditures from FSO study added to expenditures.

Expenditures from unallocated expenditures transferred to tertiary
education based on data in Basic and Structural Data.

20 1Percent of university hospital “investment” reduced to a range
of from O to 10 percent.

20 to 25 percent of upper secondary expenditures, as recorded in
UNESCO form, transferred to tertiary education.

Unallocated Expenditures

Inclusion of some continuing vocational education that should be
classified as higher education.

Inclusion of recreational education programs in adult education
centers.

Inclusion of public expenditures on private firms’ in-service
training.

Inclusion of tertiary level public grants for student living expenses
(which are not included in our standard).

Inclusion of public expenditures for tertiary education loans
without inclusion of repayments.

Inclusion of primary-secondary level public grants for living
expenses as unallocated expenditures.

Expenditures transferred to tertiary education based on data in
Basic and Structural Data.

Proportion of *“continuing education” expenditure dedicated to
recreational adult education subtracted from expenditures based
on enrollment data in Basic and Structural Data.

Estimated expenditures subtracted based on line-item in Basic and
Structural Data.

“Assistance Schemes” expenditures that are not accounted for by
“Training Assistance” loans subtracted from expenditures based
on data in Basic and Structural Data.

Proportion of “Training Assistance” comprised by loans
subtracted from expenditures based on data in Basic and
Structural Data.

Expenditures estimated and subtracted from unallocated
expenditures.

Source:

International Expenditure Comparability Study, 1997




EXHIBIT II-15a

Adjustment of Germany’s Data on Total Public and Private Expenditures
to Improve Comparability, by Education Level

(Deutschmarks, in Millions)

Low High
Estimate Estimate
Description of Adjustment millions millions

Preprimary Education
Estimate of Private Expenditures for Private Preschools Added to Expenditures +2,088 +2,552
Estimate of Private Expenditures for Public Preschools Added to Expenditures +387 +473
Estimate of Expenditures for Programs for 2-Year-Olds in Public Preschools Subtracted from -210 -171
Expenditures
Estimates of Expenditures by Local Authorities for Administration and Operation of Schools +148 +402
Added to Expenditures
Primary-Secondary Education
Estimate of Private Expenditures for Public Primary-Secondary Schools Added to Expenditures +680 +3,326
Estimate of Value of Student Apprentices’ Compensation Subtracted from Firm Contributions -18,000 -14,700
to Cost of Apprenticeship Program
Estimate of Private Expenditures for Private Primary-Secondary Schools Added to Expenditures +4,146 +6,219
Estimate of Expenditures for Public Agencies’ Apprenticeships Added to Expenditures +1,486 +1,817
Estimate of Expenditures by Local Authorities for Administration and Operation of Schools +1,556 +4,337
Added to Expenditures
Tertiary Education
Estimate of a Proportion of University Hospitals’ Expenses Subtracted from Expenditures -4,800 -4,560
Estimate of Private Expenditures for Private Universities Added to Expenditures +180 +220
Estimate of Private Expenditures for Public Universities Added to Expenditures +680 +3,326
Unallocated Expenditures
Estimate of Public Expenditures for Recreational Courses at Adult Education Centers, In- -13,982 -13,865
Service Training at Private Firms, Loans for Training Assistance, Grants for Living Expenses
Excluded from Expenditures
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS -25,641 -10,624

EXHIBIT II-15b

Summary of Adjustments to Germany’s Data on Total Public
and Private Expenditures for All Education Levels Combined

(Deutschmarks, in Millions)

Low Estimate

High Estimate

141,664 116,023

Total Expenditures

131,040

Reported
All Education Expenditures (Percent
Levels (Currency) (Currency) (Percent Change) (Currency) Change)

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due to rounding; details may
not add to total due to rounding.
Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-16a

Adjustment of Germany’s Data on Total Public and Private Expenditures

for Preprimary, Primary-Secondary and Tertiary Education

to Improve Comparability
(Deutschmarks, in Millions)

Description of Adjustment

Preprimary Education

Low
Estimate
(millions)

High
Estimate
(millions)

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +2,413 +3,256

Interlevel Transfers

Estimate of Expenditures for Preschool Classes (Vorklassen) and School Kindergarten Classes +359 +397

(Schulkindergarten) Allocated from Primary-Secondary Education

SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +2,772 +3,653

Primary-Secondary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -10,132 +999

Interlevel Transfers

Estimate of Expenditures for Preschool Classes (Vorklassen) and School Kindergarten Classes -397 -359

(Schulkindergarten) Transferred to Preprimary Education

%timate of Prtzpoqion of Upper Secondary Expenditures for Second-Cycle Students -2,984 -2,441

ansferred to Tertiary Education

SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY EDUCATION -13,513 -1,801

Tertiary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -3,940 -1,014

Interlevel Transfers (Including Distribution of Unallocated Expenditures)

Estimate of Expenditures for Continuing Vocational Education That Should Be Classified as +1,105 +1,222
| Higher Education Transferred from Unallocated Expenditures

'Ils‘gir?s]?é?r gg fPrg)golgtrii?]r]la(r);_lsjgggédsagogglalgt%;penditures for Second-Cycle Students +2,441 +2,984

SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION -394 +3,192

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-16b

Summary of Adjustments to Germany’s Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education
(Deutschmarks, in Millions)

Education
Level

Preprimary Education

Low Estimate

High Estimate

Reported
Expenditures
(Currency)

(Currency)

(Percent
Change)

(Currency)

(Percent
Change)

Total Expenditures 5,602 " 8,374 +49.5% 9,255 +65.2%
Primary-Secondary Education

Total Expenditures 97,362 83,849 -13.9% 95,561 -1.8%
Tertiary Education

Total Expenditures 23,613 23,219 -1.7% " 26,805 +13.5%
Unallocated Expenditures (All Education Levels) 7

Total Expenditures 15,087 " 0 -100.0% " 0 -100.0%

Note:

rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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The Netherlands

The review of the Netherlands’ expenditure data identified four main problems for which
adjustments were required. These were the inclusion of public subsidies for students’ living
expenses, the omission of expenditures that were part of the operational definition of expenditures
in this study, the misclassification of expenditures among education levels, and the inclusion of
expenditures in the “unallocated” category that belong in specific education levels.

Several adjustments were made to the Netherlands’ expenditures to address the other
comparability problems. These included: the addition of private expenditures for private
education at all education levels; the addition of expenditures by local authorities for
administration and support services to preprimary and primary-secondary education; the addition
of expenditures for research to tertiary education; the subtraction of expenditures for students’
living expenses from primary-secondary and tertiary education; the subtraction of estimated public
transfers to other private entities; the reallocation of a portion of expenditures for senior secondary
vocational education (MBO) from secondary to tertiary education; and the distribution of
“unallocated” expenditures to all levels of education based on their respective proportions of
expenditures without the unallocated expenditures. Expenditures of independent private schools
were not included in expenditures for secondary education, as appropriate data were not available
to make this adjustment. However, the addition of these expenditures would have only a marginal
effect, since independent private schools represent only a small segment of primary-secondary
education in the Netherlands.

The adjustments to the Netherlands’ expenditures are shown in Exhibits II-17, II-18a and
II-19a. Exhibit II-18b provides an overall picture of the effects of the adjustments to the
Netherlands’ expenditures for all education levels; Exhibit II-19b highlights the effects of

adjustments to preprimary, primary-secondary, and tertiary education.
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EXHIBIT I11-17

Summary of Comparability Problems and Adjustments

to the Netherlands’ Expenditure Data

Education Level

Preprimary Education

Comparability Problem

Omission of private expenditures for government-dependent
private preschools.

Omission of expenditures by local authorities for administration
and support costs.

Unallocated expenditures not distributed to preprimary
education.

Inclusion of unspecified public transfers to “other private
entities.”

Expenditures estimated to be between 4% and 8% of current
expenditures.

Estimated expenditures of 1% and 4% of current
expenditures of public institutions.

7% of unallocated expenditures distributed to preprimary
education.

Estimated transfers provided by the Ministry of Education.

Primary-Secondary Education

Omission of private expenditures for government-dependent
private primary and secondary schools.

Omission of expenditures for independent private schools.

Omission of expenditures for adult education.

MBO included completely as secondary education.
Omission of expenditures by local authorities for administration
and support costs.

Omission of private firms’ expenditures for apprenticeship
training.

Unallocated expenditures not distributed to primary-secondary
education.

Inclusion of public subsidies for students’ living expenses.

Inclusion of unspecified public transfers to “other private
entities.”

Expenditures estimated to be between 4% and 8% of current
expenditures.

No adjustment.

Expenditures reported in UOC2 added to expenditures for
secondary education based on ages of students in MBO
courses.

Partial MBO expenditures shifted from secondary to tertiary
education based on ages of students in MBO courses.

Estimated expenditures of 1% and 4% of current
expenditures of public institutions.

Estimated ger &%il expenditures for apprenticeship training
of 50% and 100% of public expenditure per seconda
student multiplied by number of apprentices in secondary
institutions.

64.9% of unallocated expenditures distributed to primary-
secondary education.

Estimated expenditures for public subsidies provided by the
Ministry of Education.

Estimated transfers provided by the Ministry of Education.
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EXHIBIT II-17 (continued)

Summary of Comparability Problems and Adjustments

to the Netherlands’ Expenditure Data

Education Level

Tertiary Education

Comparability Problem

Exclusion of expenditures for research by national science
agency and contract research funds.
MBO included completely as secondary education.

Private funds received by tertiary institutions excluded from
expenditures.

Unallocated expenditures not distributed to tertiary education.
Inclusion of public subsidies for students’ living expenses.

Inclusion of unspecified public transfers to “other private
entities.”

Adjustment to Improve Comparabili

Expenditures for research included in tertiary education
expenditures.

Partial MBO expenditures shifted in from secondary
education based on ages of students in MBO courses.

Private funds added to tertiary expenditures based on

estimated private share of expenditures. Low estimate:
1.5% of total. High estimate: 2% of total.

28.1% of unallocated expenditures distributed to tertiary
education.

Estimated expenditures for public subsidies provided by the
Ministry of Education.

Estimated transfers provided by the Ministry of Education.

Unallocated Expenditures

Inclusion of unspecified public transfers to “other private
entities.”

Estimated transfers provided by the Ministry of Education.

Source: International Expenditure Comparability Study, 1997.




EXHIBIT II-18a

Adjustment of the Netherlands’ Data on Total Public

and Private Expenditures to Improve Comparability, by Education Level

(Guilder, in Millions)

igh
Description of Adjustment s

Preprimary Education
E)s .x S‘t?% igu lzgisvate Expenditures for Government-Dependent Private Preschools Added +46 +92
Eﬁ&ggt{:oogxlﬁ%% . tﬁ‘;letsl'lorities’ Expenditures for Administration and Support Costs +18 +71
Estimate of Public Transfers to “Other Private Entities” Subtracted from Expenditures -102 -102
Primary-Secondary Education
Eétcié’ﬁ%tg r;I)fSIZ iggfg Eéggﬂdtiéulrae;spg%{j i?u%gmment-Dependent Private Primary- +477 +954
Estimate of Expenditures of Independent Private Schools Added to Expenditures — —

0C2 Expenditures for Adult Education in Secondary Education Added to +201 +201

xpenditures
Estimate of Private Expenditures for Apprenticeship Training Added to Expenditures +445 +890
Rﬁgggtteoo xlf)%%ai t./l}ruetshorities’ Expenditures for Administration and Support Costs +150 +618
Estimate of Public Transfers to “Other Private Entities” Subtracted from Expenditures -1,630 -1,630
E)s(tli)g}la ﬁ L?rg é’ublic Subsidies for Students’ Living Expenses Subtracted from -1,178 -1,178
Tertiary Education
%%%%a ctt(m) E(%%rﬁ%itt“rr%% by National Science Agency and Contract Research Funds +540 +540
Estimate of Private Funds Added to Expenditures +112 +150
Estimate of Public Transfers to “Other Private Entities” Subtracted from Expenditures -101 -101
Eit;i)r&a % L?rfe g’ublic Subsidies for Students’ Living Expenses Subtracted from -1,613 -1,613
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS -2,635 -1,108

— Not computed.

EXHIBIT II-18b

Summary of Adjustments to the Netherlands’ Data on Total Public
and Private Expenditures for All Education Levels Combined

(Guilder, in Millions)

Low Estimate

High Estimate

Reported
All Education Expenditures (Percent (Percent
Levels (Currency) (Currency) Change) (Currency) Change)

Total Expenditures 31,340

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due to rounding;
details may not add to total due to rounding.
Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-19a

Adjustment of the Netherlands’ Data on Total Public and Private
Expenditures for Preprimary, Primary-Secondary and Tertiary Education

to Improve Comparability
(Guilder, in Millions)

Low High
Estimate Estimate
Description of Adjustment (millions) (millions)

Preprimary Education
Summary of Additions and Subtractions (Excluding Interlevel Transfers and -38 +61
Distribution of Unallocated Expenditures)
Interlevel Transfers
7% of Unallocated Expenditures Distributed to Preprimary Education +66 +66
SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +28 +127
Primary-Secondary Education
Summary of Additions and Subtractions (Excluding Interlevel Transfers and -1,535 -145
Distribution of Unallocated Expenditures)
Interlevel Transfers
Partial Expenditures for MBO Shifted to Tertiary Education -945 -630
64.9% of Unallocated Expenditures Distributed to Primary-Secondary Education +617 +617
SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY EDUCATION -1,863 -158
Tertiary Education
Summary of Additions and Subtractions (Excluding Interlevel Transfers and -1,062 -1,024
Distribution of Unallocated Expenditures)
Interlevel Transfers
Partial Expenditures for MBO Shifted in from Secondary Education +630 +945
28.1% of Unallocated Expenditures Distributed to Tertiary Education +267 +267
SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION -165 +188

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-19b

Summary of Adjustments to the Netherlands’ Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education
(Guilder, in Millions)

Low Estimate High Estimate

Reported

Education

Expenditures

(Percent

Level

Preprimary Education

(Currency)

(Currency)

Change)

(Percent
Change)

(Currency)

Total Expenditures 1,900 || 1,928 +1.5% || 2,027 +6.7%
Primary-Secondary Education

Total Expenditures 19,420 || 17,557 -9.6% || 19,262 -0.8%
Tertiary Education

Total Expenditures 9,070 " 8,905 -1.8% 9,258 +2.1%
Unallocated Expenditures (All Education Levels)

Total Expenditures 950 || 0 -100.0% 0 -100.0%

Note:
rounding; details may not

Source: International Expenditure

add to total due to rounding.

Comparability Study, 1997.

11-44

Low and high estimates of expenditures may not equal reported expenditures plus adjustments due to




Overall, public and private expenditures for all education levels were estimated to decrease
between 3.5 and 8 percent; expenditures were also estimated to decrease for primary-secondary
education and tertiary education, under the low estimate, but to increase for preprimary education
and tertiary education, under the high estimate. Estimated expenditures for primary-secondary
education decreased between 1 and 10 percent; expenditures for tertiary education decreased by 2
percent under the low estimate and increased by about 2 percent under the high estimate.
Preprimary expenditures increased because of the addition of estimated expenditures for private
education, a share of “unallocated” expenditures, and expenditures by local authorities for school
administration and support services, but these increases were partially offset by the subtraction of
public transfers to other private entities. Primary-secondary education expenditures decreased
largely because the addition of private expenditures for education and apprenticeship training,
public expenditures for adult education, expenditures by local authorities for school administration
and support services, and a share of “unallocated” expenditures, were more than offset by the
subtraction of public subsidies for students’ living expenses and public transfers to other private
entities. Expenditures for tertiary education decreased under the low estimate, largely because of
the subtraction of public subsidies for students’ living expenses. However, under the high
estimate, expenditures increased slightly, due to the transfer of expenditures for MBO from

secondary education and of unallocated expenditures.
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Spain

Expenditure data collected by two agencies provide the basis for Spain’s education
expenditure data submitted to INES and used in this study. These are the Ministerio de
Educacién y Ciencia (MEC) and the Instituto Nacional de Estadistica (INE). The MEC generates
national data on budgeted expenditures by public institutions from several national, regional and
local government departments and the autonomous universities. The detailed expenditure data
differ in the accounting structures used by each of the ministries and departments. However, the
MEC transforms the data into a uniform format to produce national totals on budgeted
expenditures and eliminates many of the internal inconsistencies in expenditure data. The public
expenditure figures that the MEC reports to INES based on budget figures are good estimates of
expenditures, although actual expenditures are likely to differ from the reported figures.”

The INE conducts two main collections of private expenditures that are used in the INES
submission. These include an annual household expenditure survey and periodic surveys of
expenditures by for-profit and non-profit private schools. The MEC and the INE produce data on
total public and private expenditures for education for the INES submission by combining
budgeted data on public expenditures with actual data on private expenditures generated from the
household expenditures survey.

Our review of Spain’s expenditure data identified two main types of problems: inclusion
of some expenditures that were not part of the operational definition of expenditures used in this

study; and omission of other expenditures because data are not available in budgets and other

*The MEC is currently unable to collect actual expenditure data because the national ministries and
departments in the autonomous communities do not assemble all of the relevant expenditure data in central
data systems. As Spain’s education system exists in a government system that is still in the process of
decentralizing, procedures to collect standard expenditure data from the autonomous communities are not
yet fully in place. The differences between budgeted and actual expenditures are likely to be larger for
specific functions or activities (e.g. student financial assistance) than for total expenditures.
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information systems. To address the comparability problems with Spain’s expenditures, a few
items were added to reported expenditures and several items were subtracted. The following
items were added to Spain’s expenditure data to establish comparability based on our operational
definition of expenditures. They were expenditures for university research, civil servant
retirement, school-based health services (which are provided free by the government health
service), and non-household private expenditures for private schools (which are not collected in
Spain’s household survey, but are collected in the survey of private schools). Expenditures that
were subtracted from the total were: expenditures for in-service training in non-educational public
agencies; household expenditures for educational goods and services, e.g., books, supplies,
materials, etc.; secondary and tertiary scholarships and grants for living expenses; expenditures by
non-collegiate tertiary schools; expenditures for preprimary education of 2-year-olds; and
expenditures for repayment of principal and interest. The expenditures for in-service training in
public agencies far exceeded the others in scale.’

Exhibits II-20, II-21a and II-22a summarize expenditure comparability problems by
education level and the adjustments made to Spain’s expenditure data to address these problems of
comparability. Exhibit II-21b provides an overall picture of the effects of the adjustments to
Spain’s expenditures for all education levels; Exhibit II-22b highlights the effects of adjustments
to preprimary, primary-secondary, and tertiary education.

Overall, total expenditures were estimated to decrease between 8 and 10 percent, but there

were some differences at different education levels. Estimated expenditures for preprimary

*In principle, we could have constructed an operational definition of expenditures that included some of
these items. However, the operational definition used in this study excluded them, in part because
comparable data were not available — and could not be estimated for other countries. Spain’s expenditure
data are, in fact, more comprehensive in some respects than data from other countries. To establish greater
comparability, expenditures had to be subtracted from Spain’s total, since expenditures could not be added
in other countries.
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EXHIBIT II-20

Summary of Comparability Problems and Adjustments

to Spain’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

* Exclusion of private, non-household expenditures for private

schools (from non-profit and for-profit sources).

Exclusion of public contributions for retirement of civil servants
working in education.

Inclusion of private expenditure on school supplies.

Exclusion of expenditures for school site health services
provided by the government health service.

Inclusion of expenditures for preprimary programs for 2-year-
olds in public preschools.

Inclusion of expenditures for preprimary programs for 2-year-
olds in private schools.

Inclusion of expenditures for repayment of principal and interest
(debt service).

Adjustment to Improve Comparabilit

Expenditures from private, non-household sources on private
schools added, based on data in the 1990-91 national private
school survey, Encuesta de Financiacion y Gastos de la
Enserianza Privada.

Estimate of the (Publ_ic contributjon to civil servants’
retirement added, with a lower bound based on 5% of
salaries and an upper bound based on 10% of salaries.

Pre{)rim share of private expenditure on school supplies
subtracted, based on enrollments and total private
expenditures in Informe Nacional de Educacion.

Estimate of expenditures added, with a Jower-bound estimate
of 0.05% of expenditures and an upper-bound estimate of
0.15% of expenditures.

Estimated expenditures for programs for 2-year-olds .
subtracted from expenditures based on proportion of public
preschool enrollments.

Estimated expenditures for programs for 2-year-olds .
subtracted from expenditures based on proportion of private
preschool enrollments.

Expenditures for debt service excluded from total
expenditures.

Primary-Secondary Education

Inclusion of expenditures for in-service training in public
agencies.

Exclusion of private, non-household expenditures for private
schools (from non-profit and for-profit sources).

Exclusion of public contributions for retirement of civil servants
working in education.

Inclusion of private expenditure for school supplies.

Inclusion of public expenditure on grants for student living
expenses.

Exclusion of expenditures for school site health services
provided by the government health services.

Inclusion of expenditures for repayment of principal and interest
(debt service).

Expenditures for in-service trai,nir}g in public agencies
subtracted, based on line item in Informe Nacional de
Educacion.

Expenditures from private, non-household sources on private
schools added to expenditures, based on data in the 1990-91
national private school survey, Encuesta de Financiacion y
Gastos de la Ensefianza Privada.

Estimate of the (Public contribution to civil servants’
retirement added, with a lower bound based on 5% of
salaries and an upper bound based on 10% of salaries.

Primary-secondary share of private expenditure on school

sugphes subtracted from expenditures, based on enrollments

%r(li total private expenditure found in Informe Nacional de
ucacion.

Portion of line-item expenditures for living-expenses grants
for secondary and tertiary students (found in Informe
Nacional de Educacion) attributable to secondary students
subtracted from expenditures; lower-bound estimate of 25%
of the expenditures for secondary and an upper-bound
estimate of 50% for secondary.

Estimate of expenditures added, with a lower-bound estimate
of 0.05% of expenditures and an upper-bound estimate of
0.15% of expenditures.

Expenditures for debt service excluded from total
expenditures.
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EXHIBIT II-20 (Continued)

Summary of Comparability Problems and Adjustments

to Spain’s Expenditure Data

Education Level

Tertiary Education .

Comparability Problem

Exclusion of university research expenditures.
Exclusion of public contributions for retirement of civil servants

workmg 1n education.

Inclusion of expenditures on non-collegiate tertiary schools.

Inclusion of private expenditure for school supplies.

Inclusion of public expenditure on grants for student living
expenses.

Inclusion of expenditures for repayment of principal and interest
(debt service).

Adjustment to Improve Comparability

Three line-item amounts for research in the Ministry of
Education and Science’s budget added to expenditures.

Estimate of the public contribution to civil servants’
retirement added to expenditures, with a lower bound based
0;11 5% of salaries and an upper bound based on 10% of
salaries.

Public and private expenditures on proprietary schools found
in_the 1990-91 national private school survey, Encuesta de
Financiacion y Gastos de la Ensefianza Privada, subtracted
from expenditures.

Tertiary share of private expenditures on school supplies
subtracted from expenditures, based on enrollments and total
private expenditure in Informe Nacional de Educacion.

Portion of line-item expenditures for living-expenses grants
for secondary and tertiary students (found in Informe
Nacional de Educacion) that is attributable to tertia

students subtracted from expenditures. Lower-boun

estimate of 50% of the expenditure for tertiary and an upper-
bound estimate of 75% for tertiary.

Expenditures for debt service excluded from total
expenditures.

Source:

International Expenditure Comparability Study, 1997.




EXHIBIT II-21a

Adjustment of Spain’s Data on Total Public and Private Expenditures
to Improve Comparability, by Education Level

(Pesetas, in Millions)

OW
Description of Adjustment rg?‘ﬂ)%% ﬁ%ﬂts

Preprimary Education
Private, Non-Household Expenditures on Private Schools Added to Expenditures +661 +661
Estimate of Public Retirement Contributions to Civil Servants Added to Expenditures +3,863 +7,726
r%trirrlnﬁt)?pgg é’i{lel%ggool Proportion of Private Expenditures on School Supplies Subtracted -3,294 -3,294
E)S(%g}x%ﬁ 1?rfe SCost for Public Provision of School-Site Health Services Added to +39 +116
Expenditures for Debt Service Subtracted from Expenditures -11 -11
}Ers(,)trixrlngt)g(apc‘g1 (ﬁl{%&rtion of Public Preschool Expenditures for 2-Year-Olds Subtracted -3,318 -1,991
E?}riﬁ“ﬁ%?p‘é,f, 5{8?%“0'1 of Private Preschool Expenditures for 2-Year-Olds Subtracted -1,362 -817
Primary-Secondary Education
Private, Non-Household Expenditures on Private Schools Added to Expenditures +9,375 +9,375
Estimate of Public Retirement Contributions to Civil Servants Added to Expenditures +40,695 +81,390
Eﬁg{}‘;?é&Sff}’J%ﬁ“ﬁ‘%esﬁﬁﬁﬁ%‘{y Proportion of Private Expenditures on School Supplies -25,362 -25,362

)s(t[i)lg%]%ﬁ l?rg SCost for Public Provision of School-Site Health Services Added to +411 +1,241
In-Service Training at Public Agencies Subtracted from Expenditures -224,569 -224,569
Grants for Student Living Expenses Subtracted from Expenditures -14,507 -29,014
Expenditures for Debt Service Subtracted from Expenditures -113 -113
Tertiary Education
Estimate of Public Retirement Contributions to Civil Servants Added to Expenditures +8,171 +16,342
r%txin )?pglf'n &E%’%asry Proportion of Private Expenditures on School Supplies Subtracted -4,282 -4,282
Proprietary School Subsidies Subtracted from Public Expenditures -30,717 -30,717
Proprietary School Tuition and Fees Subtracted from Private Expenditures -2,533 -2,533
Grants for Student Living Expenses Subtracted from Expenditures -43,521 -29,014
University Research Added to Expenditures +1,246 +1,246
Expenditures for Debt Service Subtracted from Expenditures -2,483 -2,483
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS -291,611 -236,103

EXHIBIT II-21b

Summary of Adjustments to Spain’s Data on Total Public
and Private Expenditures for All Education Levels Combined

(Pesetas, in Millions)

Reported " Low Estimate "

r High Estimate
All Education Expenditures
eve (Currency) (Currency) (Percent Change) (Currency) (Percent Change)

Total Expenditures 3,055,353 2,763,742 2,819,250
Note: Low and hi§h estimates of expenditures may not equal reported expenditures plus adjustments due to rounding; details
may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-22a

Adjustment of Spain’s Data on Total Public and Private Expenditures
for Preprimary, Primary-Secondary and Tertiary Education
to Improve Comparability
(Pesetas, in Millions)

Low High
Estimate Estimate
Description of Adjustment (millions) (millions)

|
Preprimary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers and -3,422 +2,390
Distribution of Unallocated Expenditures)

Interlevel Transfers

Distribution of Unallocated Expenditures for Preprimary and Primary-Secondary +19,830 +19,830
Education

Distribution of Unallocated Expenditures for All Education Levels +2,368 +2,368
SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +18,776 +24,588

Primary-Secondary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers and -214,070 -187,052
Distribution of Unallocated Expenditures)

Interlevel Transfers

Distribution of Unallocated Expenditures for Preprimary and Primary-Secondary +178,473 +178,473
Education

Distribution of Unallocated Expenditures for All Education Levels +19,998 +19,998
SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY -15,599 +11,419
EDUCATION

Tertiary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers and -74,119 -51,441
Distribution of Unallocated Expenditures)

Interlevel Transfers

Distribution of Unallocated Expenditures for All Education Levels +3,947 +3,947

SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION -70,172 -47,494

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-22b

Summary of Adjustments to Spain’s Data on Total Public and Private
Expenditures for Preprimary, Primary-Secondary and Tertiary Education
(Pesetas, in Millions)

Low Estimate High Estimate
Reported
Education Expenditures (Percent (Percent
Level (Currency) (Currency) Change) (Currency) Change)

R
Preprimary Education

Total Expenditures 201,327 220,103 +9.3% 225,915 +12.2%
Primary-Secondary Education

Total Expenditures 2,106,098 2,090,499 -0.7% | 2,117,517 +0.5%
Tertiary Education

Total Expenditures 523,313 453,141 -13.4% | 475,819 9.1%
Unallocated Expenditures (Preprimary Through Secondary Education)

Total Expenditures 198,303 0 -100.0% | 0 -100.0%
Unallocated Expenditures (All Education Levels)

Total Expenditures 26,313 0 -100.0% 0 -100.0%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due
to rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.

education increased between 9 and 12 percent, estimated expenditures for primary-secondary
education remained virtually unchanged, while estimated expenditures for tertiary education
decreased between 9 and 13 percent.

Preprimary education expenditures were estimated to change slightly prior to the
distribution of unallocated expenditures — largely because the subtraction of household
expenditures for school books and supplies and the proportion of expenditures for programs for

two-year-olds was offset by additions to expenditures for retirement contributions for civil
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servants and private expenditures for private schools. However, the distribution of unallocated
expenditures to preprimary education based on its share of current and capital expenditures
resulted in a significant increase in expenditures in both the low and high estimates.

Estimated expenditures for primary-secondary education decreased significantly prior to
the distribution of unallocated expenditures, primarily because of the subtraction of expenditures
for in-service training at non-education agencies. However, with the distribution of unallocated
expenditures to primary-secondary education based on its share of current and capital
expenditures, primary-secondary education expenditures increased to approximately the same level
reported to OECD. Total expenditures were less than 1 percent below reported expenditures
under the low estimate and less than 1 percent above reported expenditures under the high
estimate.

In contrast to the other two education levels, estimated tertiary education expenditures
declined after adjustments to improve comparability. The decreases were due mainly to the
subtraction of public subsidies for non-collegiate higher education and government grants for
students’ living expenses. As tertiary education only received a small proportion of unallocated
expenditures, the addition was not sufficient to overcome subtractions of expenditures for other

functions and activities.
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Sweden

Our review of Sweden’s expenditure data identified relatively few comparability problems.
One of the most significant problems was the omission of private expenditures for all education
levels. Other omissions included expenditures for education programs for 3-to-5-year-olds from
preprimary education, expenditures for adult education from secondary education, and
expenditures for research from tertiary education. Another problem was the inclusion of public
subsidies for students’ living expenses in both secondary and tertiary education; this subsidy was
excluded from the operational definition of expenditures used in this study. A final problem was
a potential overestimate of public expenditures for pension outlays for teachers and other school
staff.

To address Sweden’s expenditure comparability problems, estimated expenditures for the
omitted functions and activities were added to reported expenditures and subsidies for student
living expenses were subtracted from expenditures.* As we were not certain of the magnitude of
the potential overestimate of expenditures for pension outlays, we only subtracted an estimate of
expenditures for pensions from the low estimate of expenditures at all education levels; the high
estimate retained the full amount of reported expenditures for pensions in figures for total
expenditures.

Exhibits 11-23, 1I-24a and II-25a summarize expenditure comparability problems by
education level for Sweden and the adjustments made to Sweden’s expenditures to address these

problems. Exhibit II-24b provides an overall picture of the effects of the adjustments

*Private expenditures were estimated for preprimary education, but adequate information was
not available to create estimates of private expenditures for primary-secondary education and
tertiary education.
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EXHIBIT II-23

Summary of Comparability Problems and Adjustments

to Sweden’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

* Omission of expenditures for preprimary programs for 3-to-5-
year-olds.

* Omission of all private expenditures for preprimary education.
* Inclusion of possible overestimate of pension outlays which are

based on a legally determined contribution rate that exceeds
current pension outlays.

Adjustment to Improve Comparability

Estimated expenditures are based on number of 3-to-5-year olds
enrolled in school and expenditures per pupil reported to INES.

Estimate based on 1private expenditures in 1992 added to
expenditures. 1991 expenditures estimated to be between 3% and
6% lower than 1992 expenditures.

Low estimate: difference between an imputed contribution rate of
16% and the current rate of 25% subtracted from expenditures.
High estimate: no adjustment.

Primary-Secondary Education

* Omission of expenditures for adult education.

* Inclusion of possible overestimate of pension outlays, which are
based on a legally determined contribution rate that exceeds
current pension outlays.

¢ Inclusion of scholarships for student living expenses in

expenditures.

High estimate: expenditures reported in UOC2 added to
expenditures. Low estimate: 75% of UOC2 data added to
expenditures.

Low estimate: difference between an imputed contribution rate of
16% and the current rate of 25% subtracted from expenditures.
High estimate: no adjustment.

Outlays for scholarships provided by Skolverket subtracted from
expenditures.

Tertiary Education

* Omission of expenditures for separately funded research.

* Inclusion of scholarships for student living expenses in

expenditures.

* Inclusion of possible overestimate of pension outlays, which are

based on a legally determined contribution rate that exceeds
current pension outlays.

Estimated expenditures added based on figures provided INES for
1932,9agssuming increase of between 2% and 10% between 1991
and 1992.

Outlays for scholarships provided by Skolverket subtracted from
expenditures.

Low estimate: difference between an imputed contribution rate of
16% and the current rate of 25% subtracted from expenditures.
High estimate: no adjustment.

Source:

International Expenditure Comparability Study, 1997.




EXHIBIT II-24a

Adjustment of Sweden’s Data on Total Public and Private Expenditures
to Improve Comparability, by Education Level
(Kroner, in Millions)

Es%i;:vate Eslt-liirﬁgte

Description of Adjustment (millions) (millions)
Preprimary Education
Estimated Expenditures for 3-to-5-Year-Olds in Preprimary Education Added to Expenditures +3,650 +4,000
Estimated Private Expenditures for Preprimary Education Added to Expenditures +1,519 +1,563
Expenditures Adjusted to Reduce Possible Overestimate of Pension Outlays -499 0
Primary-Secondary Education
Estimated Expenditures for Adult Education Added to Expenditures +6,481 +8,641
Expenditures Adjusted to Reduce Possible Overestimate of Pension Outlays -4,158 0
Subsidies for Student Living Expenses Subtracted from Expenditures -4,725 -4,725
Tertiary Education
Estimated Expenditures for Research Added to Expenditures +4,190 +4,519
Subsidies for Student Living Expenses Subtracted from Expenditures -3,412 -3,412
Expenditures Adjusted to Reduce Possible Overestimate of Pension Outlays -927 0
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS +2,119 +10,586

EXHIBIT II-24b

Summary of Adjustments to Sweden’s Data on Total Public
and Private Expenditures for All Education Levels Combined
(Kroner, in Millions)

Low Estimate High Estimate
Reported
All Education Expenditures (Percent
Levels (Currency) (Currency) (Percent Change) (Currency) Change)
e
Total Expenditures 85,328 87,447 +2.5% 95,914 +12.4%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due to rounding; details may
not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-25a

Adjustment of Sweden’s Data on Total Public and Private Expenditures
for Preprimary, Primary-Secondary and Tertiary Education
to Improve Comparability
(Kroner, in Millions)

Low High
Estimate Estimate
Description of Adjustment (millions) (millions)

e
Preprimary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) +4,670 +5,563

Interlevel Transfers

No Interlevel Transfers 0 0

SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +4,670 +5,563

Primary-Secondary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -2,402 +3,916

Interlevel Transfers

No Interlevel Transfers 0 0

SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY EDUCATION -2,402 +3,916

Tertiary Education

Summary of Additions and Subtractions (Excluding Interlevel Transfers) -149 +1,107

Interlevel Transfers

No Interlevel Transfers 0 0

SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION -149 +1,107

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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to Sweden’s expenditures for all education levels; Exhibit II-25b highlights the effects of
adjustments to preprimary, primary-secondary, and tertiary education.

Overall, total expenditures were estimated to increase between 2.5 and 12 percent, but the
largest increase was in preprimary education (over 200 percent under both the low and high
estimates of expenditures). Expenditures for both primary-secondary education and tertiary
education decreased under the low estimate (by 4 percent and 1 percent respectively), and
increased modestly under the high estimate (by 6 percent and 7 percent respectively). Several
factors accounted for the differences across the education levels.

One of the most important factors was the addition of private expenditures for private
schooling to preprimary education and the absence of this addition to other education levels. In
addition, the subtraction of estimated public subsidies for students’ living expenses from primary-
secondary and tertiary education partially offset the addition of expenditures for adult education to
secondary education and expenditures for research to tertiary education. Finally, the subtraction
of possible overestimates of pension outlays from primary-secondary and tertiary education
resulted in an overall reduction of expenditures under the low estimate for these two education

levels.
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EXHIBIT II-25b

Summary of Adjustments to Sweden’s Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education
(Kroner, in Millions)

Low Estimate High Estimate
Reported
Education Expenditures (Percent (Percent
Level (Currency) (Currency) Change) (Currency) Change)

Preprimary Education

Total Expenditures 2,231 || 6,901 +209.3% 7,794 +249.4%

Primary-Secondary Education

Total Expenditures 67,516 || 65,114 -3.6% 71,432 +5.8%

Tertiary Education

Total Expenditures 15,582 15,433 -1.0% 16,689 +7.1%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due
to rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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United Kingdom

The expenditure data for the United Kingdom contained four main comparability
problems. The first was the omission of substantial expenditures, particularly at the tertiary level.
The second was the inclusion of expenditures that were not part of the operational definition of
expenditures used in this study, most notably public subsidies for student living expenses in
expenditures for secondary and tertiary education. Third, expenditures for Further Education were
accounted for completely in secondary education, rather than split between secondary and tertiary
education. Finally, expenditures for special education were accounted for as unallocated
expenditures, rather than by education level.

The adjustment of the United Kingdom’s expenditures involved the addition of several
major items to each level of education. These included: expenditures for day nurseries and
registered play groups to preprimary education; private expenditures for both public and private
schools to preprimary and primary-secondary education; university expenditures contained in the
University Statistical Record (USR) statistics to tertiary education; and expenditures for health
care benefits for all education staff to all education levels. It also involved: the subtraction of
subsidies for student living expenses from expenditures for secondary and tertiary education; the
subtraction of expenditures for debt service from all education levels, including unallocated
expenditures; the reallocation of a portion of Further Education expenditures from secondary to
tertiary education; the allocation of expenditures for special education to preprimary and primary-
secondary education; and the elimination of the Value Added Tax (VAT) from “unallocated”
expenditures.

Exhibits II-26, II-27a and II-28a summarize expenditure comparability problems by
education level and the adjustments made to the United Kingdom’s expenditure data to address

these problems. Exhibit II-27b provides an overall picture of the effects of the adjustments to the
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EXHIBIT II-26

Summary of Comparability Problems and Adjustments
to the United Kingdom’s Expenditure Data

Education Level

Preprimary Education

Comparability Problem

Omission of private expenditures for public preprimary schools.

Omission of expenditures for independent preprimary schools.

Omission of expenditures for day nurseries and registered play
groups.

Inclusion of all preprimary expenditures for special education in
undistributed expenditures.

Omission of expenditures for health care benefits under National
Health Service for education staff.

Inclusion of expenditures for debt service.

Adjustment to Improve Comparability

Private expenditures estimated from selected items on Form
ROI, scaled up and allocated to preprimary education based
on preprimary share of FTE public school enrollments.

Estimated expenditures based on independent private
schools’ shares of total FTE enrollment and per student
expenditures in public schools added to expenditures. Low
estimate assumed per student expenditures equal to public
schools’ expenditures; high estimate assumeg expenditures at
125% of public schools’ expenditures.

Estimated FTE enrollments multiplied by per student
expenditures in public pre{)rimary schools. Low estimate
used 60% of puglic schools’ per student expenditures; high
estimate used 80%.

Expenditures allocated to preprimary education based on
preprimary percentage of FTE enrollments in public schools.

Estimate of 4% to 6% of the salary portion of staff
compensation added to expenditures.

Reported expenditures for debt service subtracted from
expenditures.
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EXHIBIT II-26 (Continued)

Summary of Comparability Problems and Adjustments
to the United Kingdom’s Expenditure Data

Education Level

Primary-Secondary Education

Comparability Problem

* Omission of expenditures for adult education centers.

* Omission of private expenditure for public primary and
secondary schools.

* Omission of private expenditures for independent primary and
secondary schools.

* Omission of private expenditures for voluntary schools.

* Inclusion of all expenditures for Further Education (FE) in
secondary education.

* Inclusion of expenditures for student living expenses
(maintenance grants) in primary-secondary education.

* Inclusion of all (¥dmaw-secondmy expenditures for special
education in undistributed expenditures.

* Omission of expenditures for health care benefits under National
Health Service for education staff.

* Inclusion of expenditures for debt service.

Adjustment to Improve Comparability

Current expenditures reported to INES for secondary
education were 183 million pounds lower than figure
reported to UNESCO. Difference assumed to be adult
education and added to expenditures.

Private expenditures estimated from selected items on Form
RO1, scaled up and allocated to primary-secondary
education based on primary-secondary share of FTE public
school enrollments.

Estimated expenditures based on independent private
schools’ share of total FTE enrollment and per student
expenditures in public schools added to expenditures. Low
estimate assumed per student expenditures egual to public
schools’ expenditures; high estimate assumed expenditures at
125% of public schools’ expenditures.

No adjustment: data not available.

Estimated FE share of secondary expenditures (23%) plus
estimated payments from private sources allocated to tertiary
education. Low estimate assumed 15% of FE expenditures
for tertiary education; high estimate assumed 30%, in
absence of FTE enrollments by qualification.

Estimated share of maintenance grants for secondary
education subtracted from expenditures for primary-
secondary education.

Expenditures allocated to primary-secondary education based
on primary-secondary percentage of FTE enrollments in
public schools.

Estimate of 4% to 6% of the salary portion of staff
compensation added to expenditures.

Reported expenditures for debt service subtracted from
expenditures.
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EXHIBIT II-26 (Continued)

Summary of Comparability Problems and Adjustments
to the United Kingdom’s Expenditure Data

Education Level

Tertiary Education

Comparability Problem

* Omission of expenditures for universities in University
Statistical Record (USR) statistics.

* Omission of a portion of polytechnic and college expenditures.
* Omission of expenditures for training nurses and paramedical

personnel in institutions operated by the Department of Health
(DH).

* Omission of expenditures of private tertiary institutions.

* Inclusion of all FE expenditures in secondary education.

* Inclusion of expenditures for student living expenses
(maintenance grants) in tertiary education.

* Omission of expenditures for health care benefits under National
Health Service for education staff.

» Inclusion of expenditures for debt service.

Adjustment to Improve Comparability

Revenues in 1989-90 University Statistical Record inflated
to 1990-91 based on increase in central government funding
of universities and added to tertiary expenditures.

Income from endowments, other general sources, research,
and other services estimated as a percent of university
income, relative to enrollments, and added to tertiary
expenditures.

Estimated expenditures based on enrollments and per student
expenditures for other tertiary education. Low estimate
assumed per student expenditures at 60% of other tertiary
expenditures; high estimate assumed 90%.

No adjustment: data not available.

Estimated share of secondary expenditures (23%) plus
estimated payments from private sources allocated to tertiary
education. Low estimate assumed 15% of secondary
expenditures for tertiary education; high estimated assumed
30%.

Estimated share of maintenance grants for universities, other
higher education and technical training subtracted from
tertiary expenditures.

Estimate of 4% to 6% of the salary portions of staff
compensation added to expenditures.

Reported expenditures for debt service subtracted from
expenditures.

Unallocated Expenditures

* Inclusion of universities’ Value Added Tax (VAT) in

expenditures.

* Inclusion of expenditures for debt service.

VAT of 443 million pounds excluded from expenditures.

Reported expenditures for debt service subtracted from
expenditures.

Source: International Expenditure Comparability Study, 1997.




EXHIBIT II-27a

Adjustment of the United Kingdom’s Data on Total Public and
Private Expenditures to Improve Comparability, by Education Level

(Pounds, in Millions)

Description of Adjustment

Preprimary Education

oW
{ilmat
ilions

i

Eatlila%}ed Private Expenditures for Public Schools Included in Preprimary +108 +108
Ersélp%ant&c}y Eﬁgﬁg(&{tures of Independent Preprimary Schools Included in +79 +98
E Sé%%%l 1‘gcandltures for Day Nurseries and Registered Play Groups Included +454 +736
E%g}l ﬁ% rlé%g(pendltures for Health Care Benefits for Education Staff Added to +44 +77
Expenditures for Debt Service Subtracted from Expenditures -36 -36
Primary-Secondary Education
Expenditures for Adult Education Centers Included in Secondary Education +183 +183
m&]tgdn}i‘gy(%t& gendltures for Public Primary and Secondary Schools +1,313 +1,313
Pltrlr%%eg.n Pri g(t:% rfaxagyng dture§ for Private Independent Schools Included in +1,026 +1,359
Es rI'Ra)teS ggu ea 'f:i')(‘)?n r]itrlxllrgrsy fi ECS()trlll gglt \{llg§.Expenses (Maintenance -186 -186
§t[1’lel}1a ﬁ% rI‘;:,xpendltures for Health Care Benefits for Education Staff Added to +564 +856
Expenditures for Debt Service Subtracted from Expenditures -796 -796
Tertiary Education
ll?. ﬁ%%,e% AE)%% ﬂ)dr{tures for Universities, Polytechnics and Colleges Added to +1,950 +2,300
Estimated Expenditures for Training Nurses Included in Tertiary Education +368 +584
elbt%cxi']ye attludent Living Expenses (Maintenance Grants) Subtracted from -842 -842
itrl)%a ﬁclilr]gxpendltures for Health Care Benefits for Education Staff Added to +121 +207
Expenditures for Debt Service Subtracted from Expenditures -41 -41
Unallocated Expenditures
University Value Added Tax (VAT) Excluded from Expenditures -443 -443
Expenditures for Debt Service Subtracted from Expenditures -35 -35
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION LEVELS +3,831 +5,442

EXHIBIT II-27b

Summary of Adjustments to the United Kingdom’s Data on Total Public and
Private Expenditures for All Education Levels Combined

(Pounds, in Millions)

Low Estimate

High Estimate

All Eg%:gtlon

Total Expenditures +14.0%

(Currency)

+19.9%

Note: Details may not add to total due to rounding.
Source: [International Expenditure Comparability Study, 1997.
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EXHIBIT II-28a

Adjustment of the United Kingdom’s Data on Total Public and

Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education to Improve Comparability

(Pounds, in Millions)

Low High
Estimate Estimate
Description of Adjustment (millions) (millions)

Preprimary Education
Summary of Additions and Subtractions (Excluding Interlevel Transfers +649 +983
and Distribution of Unallocated Expenditures)
Interlevel Transfers
Estimated Share of Special Education Allocated to Preprimary Education +104 +104
SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +753 +1,087
Primary-Secondary Education
Summary of Additions and Subtractions (Excluding Interlevel Transfers +2,104 +2,729
and Distribution of Unallocated Expenditures)
Interlevel Transfers
Shift of a Portion of Further Education Expenditures Out of Secondary -877 -446
Education
Estimated Share of Special Education Allocated to Primary-Secondary Education +1,265 +1,265
SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY +2,492 +3,548
EDUCATION
Tertiary Education
Summary of Additions and Subtractions (Excluding Interlevel Transfers +1,556 +2,208
and Distribution of Unallocated Expenditures)
Interlevel Transfers
Reclassification of a Portion of Further Education Expenditures into Tertiary +446 +877
Education
SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION +2,002 +3,085

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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United Kingdom’s expenditures for all education levels; Exhibit II-28b highlights the effects of
adjustments to preprimary, primary-secondary, and tertiary education.

As a result of these adjustments, total public and private expenditures for all education
levels increased in the United Kingdom by an estimated 14 to 20 percent. The items specified
above accounted for most of the increase in expenditures; however, the subtraction of debt service
and subsidies for students’ living expenses partially offset the expenditure increases generated by
these items at the secondary and tertiary levels. Estimated expenditures for preprimary education
were dramatically higher than reported expenditures (between 76 and 109 percent higher), in large
part due to the inclusion of significant sectors of preprimary education that had been excluded
from reported expenditures. Tertiary education showed the second-largest increase in estimated
expenditures, due mainly to the addition of significant unreported expenditures for polytechnics,
colleges, and universities, but also to the transfer in of expenditures for Further Education.
Estimated expenditures for primary-secondary education also increased significantly compared
with most other countries, but not as much as expenditures in the two other sectors. The
reallocation of a portion of expenditures for Further Education to tertiary education and the
subtraction of expenditures for debt service and subsidies for students’ living expenses partially

offset additions to primary-secondary expenditures.
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EXHIBIT II-28b

Summary of Adjustments to the United Kingdom’s Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary
and Tertiary Education
(Pounds, in Millions)

Reported Low Estimate High Estimate
Education E()g)::il;:;‘;s (Percent (Percent
Level (Currency) Change) (Currency) | Change)

Preprimary Education
Total Expenditures 995 1,748 +75.7% I 2,082 +109.2%
Primary-Secondary Education
Total Expenditures 19,308 21,800 +12.9% 22,856 +18.4%
Tertiary Education
Total Expenditures 5,289 " 7,291 +37.9% | 8,374 +58.3%
Unallocated Expenditures (Preprimary Through Secondary Education)
Total Expenditures 1,369 0 -100.0% | 0 -100.0%
Unallocated Expenditures (All Education Levels)
Total Expenditures 443 0 -100.0% 0 -100.0%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due
to rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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United States

NCES collects data annually at both the K-12 level and the higher education level.
Expenditure data for public K-12 education are collected from states and standardized to the
extent possible into a uniform national structure. No expenditure data are collected for private K-
12 education, but estimates of expenditures are included in national data in the INES submission.
Data on expenditures for tertiary education are collected directly by NCES from public and
private institutions (less-than-two-year, two-year, and four-year) through an institution-based
collection. Neither NCES nor other government agencies currently collect data on expenditures
by private preschools and day care centers. For this study, expenditures for day care centers were
estimated from a sample survey of centers conducted in 1990.

Prior to the submission of data for EAG2, the U.S. data were reviewed and efforts were
made to correct deficiencies identified previously. One major correction was the inclusion in the
submission of estimates of omitted expenditures. The most important addition was an estimate of
expenditures of private primary and secondary schools; other smaller additions included
expenditures for the operation of state education agencies and the U.S. Department of Education.
In addition, interlevel transfers were also incorporated into the submission, the most important
being the transfer of expenditures for kindergarten and pre-kindergarten classes in primary schools
into preprimary education, based on enrollments in these classes. Thus, because the United States
had already incorporated most of the required adjustments into its INES data submission, few
adjustments to the U.S. data were required.

In summary, only four adjustments were made to the United States’ expenditure data. The
largest adjustment was the addition of private “center-based” day care to preprimary education
expenditures. The second addition was the inclusion of “local match” expenditures for the federal

preschool program for low-income children called Head Start. Head Start is funded at the federal
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level by the Department of Health and Human Services, but local agencies or enterprises
(including some school districts) operate the program and are supposed to provide funds to match
a portion of the federal funds. Expenditures of these local match agencies had not been included
in the INES submission, so low and high estimates for them were included in the adjustments.
Third, expenditures by local school districts for non-educational “community services” were
deleted from expenditures for primary—secondary education. Finally, expenditures for debt service
were excluded from preprimary and primary-secondary education, since debt service was excluded
from expenditures in the operational definition of expenditures used for this study.

No adjustments were needed for tertiary expenditures, as NCES had already made the
requisite adjustments in the INES submission. The adjustments included deletion of the amount
of expenditures for scholarships and grants from total expenditures and the transfer of an
estimated percentage of private tuition and fee revenue derived from grants from private to public
expenditures. If the scholarship and grant expenditure amount had not been deleted from total
expenditures, tertiary expenditures (and public tertiary expenditures) would have been 2 to 3
percent higher.

Exhibits II-29, 1I-30a and II-31a summarize expenditure comparability problems by
education level and the adjustments made to the U.S. expenditure data to address these problems.
Exhibit II-30b provides an overall picture of the effects of the adjustments to the United States’
expenditures for all education levels; Exhibit II-31b highlights the effects of adjustments to
preprimary, primary-secondary, and tertiary education.

Overall, estimated expenditures for all education levels combined were 1 to 2 percent
higher than reported expenditures. All the increase occurred in preprimary education, where
estimated expenditures were added for private center-based day care and for the “local match”

portion of the federal preschool program for low-income children. Expenditures for
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EXHIBIT 1I-29

Summary of Comparability Problems and Adjustments
to the United States’ Expenditure Data

Education Level Comparability Problem
Preprimary Education * Omission of private expenditures for child care centers.

* Omission of “local match” to the federal Head Start preschool
program for low-income children.

 Inclusion of debt service in expenditures.

Adjustment to Improve Comparability

Estimate of expenditures based on information from
household surveys by the Census Bureau and the federal
Department of Education and studies conducted by the
Department of Health and Human Services and the
Department of Education added to expenditures. Lower
bound is 90% of point estimate and upper bound is 110%.

Estimate of local match added to expenditures. Magnitude
is supposed to equal 20% of Head Start expenditures, but, in
reality, varies. Lower bound estimate put at 15% and upper
bound put at 25%. About 40% of local matches emanate
from the private sector and about 60% from the public
sector.

Debt service subtracted from expenditures.

Primary-Secondary Education * Inclusion of expenditures for “community services” — non-
education-related expenditures of local public school districts.

» Inclusion of debt service in expenditures.

National aggregate total for community services found in the
Digest of Education Statistics subtracted from expenditures.

Debt service subtracted from expenditures.

Tertiary Education * No problems.

No adjustments.

Source: International Expenditure Comparability Study, 1997.




EXHIBIT II-30a

Adjustment of the United States’ Data on Total Public
and Private Expenditures to Improve Comparability
(U.S. Dollars, in Millions)

Low High
Estimate Estimate

Description of Adjustment (millions) (millions)
Preprimary Education
Private “Center-Based” Child Care Added to Expenditures +10,170 +12,431
Public and Private “Local Match” to Head Start Programs Added +293 +488
to Expenditures
Debt Service Subtracted from Expenditures -352 -352
Primary-Secondary Education
“Community Services” of Public Schools Subtracted from -1,206 -1,206
Expenditures
Debt Service Subtracted from Expenditures -4,145 -4,145
Tertiary Education
No Adjustments
SUMMARY OF ADJUSTMENTS TO ALL EDUCATION +4,760 +7,216
LEVELS

EXHIBIT II-30b

Summary of Adjustments to the United States’ Data on Total Public
and Private Expenditures for All Education Levels Combined
(U.S. Dollars, in Millions)

Low Estimate

” High Estimate

Reported
All Education Expenditures

Levels (Currency)
‘ Total Expenditures 379,702

(Currency)

384,462

Percent
hange)

+1.3%

(Currency)

386,918

Percent
hange)

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments
due to rounding; details may not add to total due to rounding.
Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-31a

Adjustment of the United States’ Data on Total Public
and Private Expenditures for Preprimary, Primary-Secondary

and Tertiary Education to Improve Comparability
(U.S. Dollars, in Millions)

Low High
Estimate Estimate
Description of Adjustment (millions) (millions)
Preprimary Education
Summary of Additions and Subtractions (Excluding Interlevel +10,111 +12,567
Transfers)
Interlevel Transfers
No Interlevel Transfers 0 0
SUMMARY OF ADJUSTMENTS TO PREPRIMARY EDUCATION +10,111 +12,567
Primary-Secondary Education
Summary of Additions and Subtractions (Excluding Interlevel -5,351 -5,351
Transfers)
Interlevel Transfers
No Interlevel Transfers 0 0
SUMMARY OF ADJUSTMENTS TO PRIMARY-SECONDARY -5,351 -5,351
EDUCATION
Tertiary Education
Summary of Additions and Subtractions (Excluding Interlevel 0 0
Transfers)
Interlevel Transfers
No Interlevel Transfers 0 0
SUMMARY OF ADJUSTMENTS TO TERTIARY EDUCATION 0 0

Note: Details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.
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EXHIBIT II-31b

Summary of Adjustments to the United States’ Data on Total
Public and Private Expenditures for Preprimary,
Primary-Secondary and Tertiary Education
(U.S. Dollars, in Millions)

Low Estimate High Estimate
Reported
Education Expenditures (Percent (Percent
Level (Currency) (Currency) Change) (Currency) Change)

Preprimary Education
Total Expenditures 21,986 32,097 +46.0% 34,553 +57.2%
Primary-Secondary Education
Total Expenditures 227,203 " 221,852 -2.4% 221,852 -2.4%
Tertiary Education
Total Expenditures 130,513 " 130,513 +0.0% 130,513 +0.0%

Note: Low and high estimates of expenditures may not equal reported expenditures plus adjustments due
to rounding; details may not add to total due to rounding.

Source: International Expenditure Comparability Study, 1997.

primary—secondary education declined by an estimated 2 percent due to the exclusion of
expenditures for “community services” — non-educational expenditures by local public school
districts — and debt service. Expenditures for tertiary education were unchanged from reported

data.
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CHAPTER III

SUMMARY OF ADJUSTMENTS TO COUNTRIES’ EXPENDITURES

Introduction

This chapter summarizes the effects of adjustments to the 10 countries’ expenditure data to
improve comparability. It is organized into four main sections. The first section examines the
impact of adjustments to total expenditures, focusing first on the impact of adjustments on public
and private expenditures combined and then on the impact of adjustments on public expenditures
alone. Within this section, there is a sequential treatment of expenditures for different education
levels. It begins with a summary of the effects of adjustments on expenditures for all education
levels combined. (All education levels include preprimary education, primary-secondary
education, and tertiary education.) It continues with a summary of the impact of adjustments on
total expenditures for primary-secondary education and concludes with a summary of the impact
of adjustments on total expenditures for tertiary education.' Each summary analysis presents the
expenditure figures reported by the 10 countries to OECD for EAGZ2 and estimated expenditures
after adjustments to improve comparability. Using the reported expenditures as a base, the
percentage difference between estimated expenditures and reported expenditures is presented and
compared across the 10 countries.

The second section examines the effects of adjustments on expenditures per student. This
statistic is a measure of the quantity of resources that a country devotes annually, on average, to

each student’s education. It is calculated by dividing total expenditures for education in national

'Appendix B contains exhibits which replicate this analysis for expenditures relative to GDP — an
indicator which is used frequently as a measure of a country’s “fiscal effort” in support of education. This
analysis is excluded from the text because the impact of adjustments on the measure is almost identical in
percentage terms to the impact on total expenditures.
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currency by the number of full-time-equivalent (FTE) students enrolled at that education level.
The result is then converted into equivalent U.S. dollars by dividing expenditures per student by
the purchasing power parity (PPP) exchange rate between that country’s currency and the U.S.
dollar. PPPs are used to convert each country’s currency into dollars because they are more
stable than ordinary exchange rates, which may fluctuate widely from year to year. In addition,
counts of students are adjusted in some countries to correspond to additions of expenditures for
new education sectors, such as private preschools, to reported expenditures, or to transfers of
expenditures across education levels.?

The summary of effects of adjustments on countries’ expenditures per student is limited to
elementary-secondary education only. It does not examine the effects of adjustments on
expenditures per student for all education levels combined or for tertiary education, mainly
because of the difficulty in establishing comparable counts of FTE students in tertiary education in
countries such as Germany and Austria, which do not differentiate part-time and full-time
students.” However, the format of the analysis is similar to that described above for total
expenditures: each analysis presents the expenditure figures reported to OECD for EAG2,
estimated expenditures after adjustments, and the percentage difference between estimated
expenditures and reported expenditures in the 10 countries.

The third section examines the factors that affect countries’ estimated expenditures after

adjustments. These factors include the number of countries affected by specific expenditure

’In this analysis, total public an<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>