
ADDIS ABABA UNIVERSITY 
School of Graduate Studies 

Factors Governing Enrolment and Public Expenditure on Education in Ethiopia 

By 
Elias Awol 

Faculty of Business and Economics 

Approval by Board of Examiners: 

Dr. Abdulhamid Bedri 
Advisor 

Dr. Sarah Gavian 
Examiner 

Ato Getachew Y oseph 
Examiner 

'V~';'-:A-: u. F:B. -it~ 
f. r=~ ~ l' (.:'LU:'J .. 
~.~_~ I Ii R A R 'l ---

vh.) . .1 '" klL-
Signature 

f -
I 

1- ;-r '--
• ! 

Signature 

1 



Dedicated to my late father Ato Awol 
Mustafa 

(May Allah forgive his Soul) 



TABLE OF CONTENTS 

ABSTRACT 

CHAPTER I 

1. INTR.oDUCTION 

1 . 1 Statement of the Problem 

1 

1 

1.2 . Objectives and Significance of the Study 3 

1 . 3 Sources of Data and Organization of the Study 6 

CHAPTER II 

2 • Background and Review of Literature . . . . . . . . 

2.1. The Role of Education in Economic Development . 

in the Early 

/

2.2 

2.3 -.--

2.1.1 The Role of Education 

Classical Writings . . . . . 

2.1. 2 Educational Investment And H:uman 

Capital . . . . 
2.1.2.1 Education and Economic Gr,owth 

2.1.2 . 2 Education and Prod':lctivity 

2.1.2.3 Cost-Benefit Analysis and Rates of 

Return to Education 

2.1.2.4 Education. Income Distribution and 

Poverty 

Reasons for Government 

Provision of Education 

Public" Expenditure Growth 

Involvement in the 

CHAPTER ,III 

9 

9 

11 

13 

15 

17 

1 9 

21 

24 

26 

3. THE DEVELOPMEN'.\' OF THE EDUCAT,IONAL SYSTEM IN ETH;rOPIA 33 
, 

3.1 Foundations in Educational System of Ethiopia 33 

3.2 The Second Phase of the Development of 

Educational system in Ethiopia 40 

1 



3.2.1 The Second Fiv e Year Dev elopment Plan (1963-

1967) 41 

3.2.2 The Third Five-Year Development Plan 

(1968 - 1973) 43 

3.2.3. Educational Sector Review of 1971 45 

3.3 . The Development of Education in Socialist 

Ethiopia 47 

3.3.1 The Ten Year Perspective Plan (1984 -

1994) 49 

3 . 3 .2. The Evaluative Research on the General 

Education System of Ethiopia . 50 

3.4 The New Educational and Training Policy of 

Ethiopia 

CHAPTER IV 

4. METHODOLOGY OF THE STUDY. 

4.1. Over View of Methods Used in Past Studies 

4 . 2. Factors Influencing the Growth of public 

expenditure on Education and Enrolment 

4.2 . 1. Demographic Factors. 

4 .2 . 2 Income and Price Factors 

4.3. The Model of the Educational Systems 

CHAPTER V 

5. EMPIRICAL RESULTS 

5 . 1 . The Estimation Procedure 

5 . 2 . Results and Analyses. 

CHAPTER VI 

6. CONCLUSIONS AND IMPLICATIONS 

Bibliography 

APPENDICES 

,; : 
-.---. ---

52 

56 

57 

60 

60 

60 

61 

67 

67 

70 

77 

81 

90 

1 



LIST OF TABLES 

TABLE 1: TOTAL ENROLMENT I N GOVERNMENT SCHOOLS IN THE FALL 

OF 1 952 (ERITREA NOT INCLUDED) 

TABLE 2: ENROLMENT IN GOVERNMENT EDUCATIONAL 

ESTABLISHMENTS 1952 / 1953 1961 / 1962 

36 

39 

TABLE 3: THE SECOND FIVE YEAR DEVELOPMENT PLAN 1963 1967 43 

TABLE 4: ENROLMENT AND PUBLIC EXPENDITURE GROWTH 

BETWEEN 1968 1973 (in '000) . . 

TABLE 5: ENROLMENT AND PUBLIC EXPENDITURE GROWTH IN 

ETHIOP I A 19 7 4 1991 (IN '000 ) 

Table 6: ESTIMATED ELASTICITY OF TOTAL EXPENDITURE PER 

SCHOOL CHILD . 

Tab l e 7 : THE ESTIMATED ELASTICITY OF SCHOOL SYSTEM 

ENROLMENT AND INPUTS WITH RESPECT TO CHANGES IN THE 

EXPLANATORY VARIABLES 

Table 8: ELASTICITY OF FEMALE AND MALE ENROLMENT RATIO TO 

CHANGES IN THE EXPLANATORY VARIABLES . . . . 

Table 9: ESTIMATED ELASTICITY OF SCHOOL EXPENDITURE PER 

SCHOOL CHILD BY SCHOOL LEVELS . . . . . 

45 

50 

70 

72 

74 

75 



ACKNOWLEDGEMENT 

Praise is to Allah in his will all things possible. Thanks 

goes to my advisor Dr. Abdulhamid Bedri Kello his advice and open 

minded approach were invaluable to me. The moral and material 

assistance from my family were important for the successful 

completion of my carrier. Specially, _the love of my mother Wlro 

Alewiya Omer and the moral assistance of my sister Negiba Awel 

were important. 

I want to thank the Oromia Finance Bureau for allowing me 

to join this program. The special cooperation of Ato Muktar 

Mohammed is unforgettable. Special thanks also goes to the head 

of Research and Planning Service, Ato Ahmed Bilal and my 

colleague Mudessir Abdallah for their important help in reducing 

the work burden. The concerted effort with my friends Derrese 

Degefa and Deresu Tsegaye through out the program is 

unforgettable. 

The moral assistance from my friends were valuable. Special 

thanks is due to Abdulnasser, Mekanaselam and Neima. 

The family atmosphere in the Department of Economics made 

this program to be interesting with special thanks goes to the 

head of the Department Ato Mekonnen Taddesa and the secretary 

Wlro Yirgadu. 

Finally I want to acknowledge The African Research 

Consortium (AERC) for the Research grant. 



ABSTRACT 

An e::ort: ~s made co idenci fy and deee :- r;', ~~.e :C1e e::e:::s c : :'"'.e 

economic and demographic factors that influence the rapid growth 

of the educacional system in Ethiopia. In doing this, the paper 

reviews the theoretical and empirical arguments for the rapid 

investment on education in the world. The analytical model 

constructed by Schult~ (1985) to address the same problem is 

used. The model enables us to determine the effect of the factors 

identif ied to influence the growth of the system, in production­

demand framework as constraints and conditions affecting the 

costs of, and demands for educational services. 

In the empirical estimation per capita income per adult , relative 

price of teachers, relative size of school age population and 

proport ion of urban population are identif ied as the maj or 

factors governing the growth of the system. It is found out that 

the moderately growing income per adult, the decreasing relative 

pric e of teachers and the constantly growing urbanization 

significantly contributed to the growth of public expenditure on 

education. The rapidly growing school-age population squeezed and 

constrained the growth of public expenditu re . 

On the e ther hand, from the compo~.er.ts 

expenditure per school child, it is seen 

underlying this 

that ehe rapidly 

increasing enrolment with decreasing expenditure per student was 

made possible by; the relative substitution of physical resources 

by human resources and the absolute 

resource intensity per student . 

depreciati o n of physical 

In additi on to these, the effect o f economic and demographic 

factors on expenditure per school child by school levels and on 

the enrol~ent r ates of males and females are also discussed . 

Finally, the implications of these findings on the existing 

education system of the country are also analyzed. 



CHAPTER I 

1. INTRODUCTION 

1 . 1 Statement of the Problem 

Educational expenditure constitutes a significant share in 

governments' budgetary expenditures. Individual families also set 

aside a good share of their private disposable income to school 

their children, foregoing the productive contribution the 

children would have made to family income had they not attended 

school. This is mainly because, it is generally recognized that 

the private and social rate of return to education is worth 

invest.ing in (Psacharopoulos 1985 , Jamisc~ and Lau ~982 ) . The 

return to education can be measured in economic, social and 

political terms . By enhancing the quality of labour, education 

increases the productivity and earning of labour, contributing 

to the economic development of the nation. In addition, because 

of the quasi-public nature of education, governments highly 

involve in the provision of education (Jimenez 1990 ) . There can 

be an economic explanation for the rapi" expansio:1 in world 

demand for education both privately and socially and hence, to 

the rapid expansion of school systems in the last decades . 
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On ~~e c~~e~ r.and social c~d politica: cc:ec~:ve s are put 

forward as e xp lanations f or the rapid expansion of the 

educational system . This can De observed f~om the Universal 

Declaration of Human Rights in 1 948 wh ich declared "Basic 
, 

educa tion for all" as an important social obJective, re-affirmed 
',~\ 

by the Alma-Ata Declaration in 1978 and the ~omtien Declaration 

i n 1990 (Appl e t on and Mackinnon 19 93) . Recent l y , t he concern wi t h 

the poorest also reinforced t he emphasis on the soc i a l s ectors, 

especially on education . It is observed that the trickle - d own 

effect of economic growth to the poor is small and slow, and in 

the process of structura l a djustment , i t is argued , t ha t t he poor 

are susceptible to the nega tive effects of s tructural adjustment 

and educat i on and health are identified as having most direct 

value to the poor (Baltimore 1990) . 

In the past three decades, the expa:-.sion of the school 

system in Ethiopia has been spec tacular . Tr.e e xpected years of 

schooling, defined as the sum of six times the primary, six times 

the secondary and four times the higher education enr o l ment 

ratios (Schultz 1985) , increased by more than 50 percent from 

1968 to 1993. Public expenditure on education increased more than 

5 times in absolute terms in the period under s tudy . Though thi s 

hi gh growth shows the government emphasis 3iven to education, 

economic and demographic factors are proposed to influence this 

process . The factors that influence and govern this process and 

I 

I 
J 
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:ne magnitude of the effect are re levant issues that ha ve to be 

i~vesciga: ed (Schultz !985 ) . 

On the other hand, the rapid increase in public 

expenditure on education has been neutralized by the rapid growth 

o f school age population, which led to a fall in public 

expenditure per student . But it seems the decreasing per capita 

expenditure on the student did not mitigat e the growth in 

e nrolment . The way the education system adjusts to this 

incompatible growth in inputs and enrolment is also a matter of 

concern. 

1.2. Objectives and Significance of the Study 

The strong and quick development vision of most developing 

countries in 1950s and 1960s induced theoreticians and empirical 

researchers to identify important fact o rs that lead to economic 

growth . Education being an i mportant explanatory of the rapid 

economic growth of most developed countries, (see chapter 2) , the 

s t rong priorities given by governments of developing nations 

seems to be appropriate. Though the rapid expansion of the 

educational system can be mainly explained by this especial 

development policy and p o litica l priorities attac hed to it , this 

expansion is propo sed to be influenced by economic and 

demographic factors, identification of these factors is one of 

the obj ectives o f this study. 
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