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EDUCATION FOR GLOBAL PARTICIPATION

The new global information economy has put a premium
on knowledge and education, both as a source of national
economic growth and individual social mobility. One
important expression of this premium on knowledge has
been the increase in the economic value of higher
education compared to the value of lower levels of
schooling. Changing work organization, which puts more
emphasis on job specialization and increased job
turnover, has only accentuated the rising payoff to higher
education.

Several Asian economies—especially those in East
Asia—have flourished in this new environment, mainly
because they have been able to coordinate the rapid
expansion of education with the equally rapid
transformation of their economies into manufactured
goods exporters. These same economies have succeeded
because of their high-quality primary and secondary
education. Some have also greatly expanded university
enrollment. But others have moved much more slowly in
transforming the university system, and now face the
challenge of expanding access to higher education to
meet the knowledge needs of their more sophisticated
economies.

At the other end of the spectrum, some large Asian
economies are still struggling to meet the basic education
needs of their growing and largely poor and rural
populations. Much of the world’s illiterate adults and
children live and work in South Asia. In the midst of the
information age, these individuals are becoming more
marginalized than before even in their own countries.
When they do attend school, most receive low-quality
education and often learn little. Without a major effort in
developing more and better quality primary and secondary
education, some of the Asian economies will see their
development efforts falter.

This special chapter reviews a range of possible
approaches to these problems, both at the high and low
end of the economic/educational spectrum. It is difficult
to ignore the need to simultaneously improve the quality
of basic and secondary education and to expand secondary
schools and universities. Quick fixes, many with political
motives, are unlikely to work. The main point is that
better trained teachers and more places in school—both
requiring more resources—are needed to bring education
into line with new economic demands.

The views expressed in this special chapter are those of the author and do not necessarily
reflect the views or policies of the Asian Development Bank.

ABSTRACT
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INTRODUCTION

Education is a fundamental right, enshrined in the 1948
United Nations Universal Declaration of Human Rights.
At that time, education expansion was seen as a condition
for creating cohesive societies—a challenge that remains
today. More recently, education has been recognized in
the Convention on the Rights of the Child (1990) as a
key to distilling moral and ethical values, and as a
condition for social development (encompassing notions
of equity, justice, culture, and democracy).

Education also represents a fundamental need, and
occupies a central role in the determination of individual
standards of living. People’s health and happiness, their
economic security, opportunities, and social status—all
are affected by education.

Because of its importance in these processes,
education is often at the center of policy discussions
about human development, and was a central component
in the creation of the Millennium Development Goals in
2000.

Education is, as well, a major determinant of the
welfare of nations, since the sum of individual education
experiences has important implications for society as a
whole. Part of the crucial role of education is manifested
in the economic arena. This is especially true today, both
because an increasingly globalized economy places a
higher premium on economic competitiveness, and
because, due to new information and communications
technology (ICT), economic growth and social
development depend more on human knowledge than on
the availability of natural resources. These new and
rapidly changing conditions in an ever-more
interdependent world economy require more flexible,
easily trainable labor forces that are better able to access
and interpret the mass of available information. This, in
turn, requires higher-quality, more adaptable education
systems that can provide young people and adults with
the knowledge and life skills to function effectively in
the new environment.

The Asia and Pacific region has responded well—
albeit not uniformly—to these changing conditions, and
during the last three decades has experienced
unprecedented economic development. The role of
education expansion in this process has been well
documented: productivity increases have catalyzed
economic growth,1 and increasing levels of education

have contributed to a beneficial demographic transition
in many countries.2 This powerful combination had the
effect of lifting millions of families out of poverty.
Between 1990 and 1999, the number of poor in the
region fell by about 216 million.3

As the region continues to develop though, a host of
challenges remains. The most pressing is to bring the
“Asian miracle” to every corner of the region, since the
successes of the last 30 years have not been felt
everywhere. An estimated 780 million people still lived
in poverty in the region in 1999. South Asia, with an
estimated 37% of its population living below the $1 a
day poverty line, remains the poorest subregion in the
world after sub-Saharan Africa.

In the lower-income developing member countries
(DMCs) of the Asian Development Bank (ADB), many
people still toil in a low-skilled agriculture sector that
retains a major share of economic activity. Most of these
workers lack basic human capital, so expanding education
access (and quality) at even the lowest levels of the
system remains a policy imperative. In other DMCs, the
challenges are different, as a shift in focus from primary
education to secondary and tertiary schooling is justified
by the successes of the past and the demographics of the
future.

To achieve poverty reduction, sustainable economic
growth, and catch-up with the more economically
advanced countries inside and outside the region, planners
in DMCs must constantly rethink and adjust their national
education systems to provide their economies with a
skilled and productive labor force. Government education
strategies will be instrumental in achieving these goals.

The objective of this special chapter is to provide a
framework for assessing such strategies, by taking stock
of the available information on the status, achievements,
and challenges of education systems in Asia and the
Pacific, and by addressing specific issues that planners
will need to tackle in the medium and long term to assure
quality and relevance of their education systems for
meeting the criteria of a modern work force.

1 See ADB, 2001, Growth and Change in Asia and the Pacific, Key

Indicators 2001; and ADB, 2003, Competitiveness in Developing
Asia, Asian Development Outlook 2003.

2 See ADB, 2002, Population and Human Resources Trends and
Challenges, Key Indicators 2002.

3 Estimates based on the international $1 a day poverty line, using
World Bank data.
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The first part of the chapter begins with a summary
of some of the key benefits of education, for both
individuals and national economies. It places education
in the context of changing labor markets, and addresses
the characteristics of modern economies and increasing
global competition.

It then reviews the education status, challenges, and
experiences of DMCs. Specific issues related to each
level of education—early childhood, primary, secondary,
tertiary, and vocational—as well as the progress of
attaining literacy for all are addressed. Included in this
section are specific discussions about the achievement
of international education goals, the quality of education
provided by level, the distribution of public and private
provision of education services, and access to education
on the basis of income and gender. As population
dynamics have important implications for education
planning at all levels, this section starts with the
presentation of a brief demographic profile of the region.

The second part of the chapter analyzes the need for
reforms of education and training systems in the
globalized economy, with the ultimate aim of improving
these systems’ ability to provide labor markets with a
skilled and productive labor force. This need is driven
by growth, productivity, and competitiveness concerns,
as well as concerns for social equity. The chapter closes
with a review of some current solutions that offer an
array of potential policy options.

The wide diversity among DMCs makes it unwise to
offer sweeping conclusions about future directions for
education planning. Instead, the policy imperatives are
structured in accordance with the most pressing issues.
The chapter does not provide specific solutions, but
rather a framework for long-term analysis. As there has
been no uniformity as regards economic and education
development in the region in the last three decades, it is
clear that a “one-size-fits-all” approach is not applicable
when it comes to assessing the education challenges in
the region.

EDUCATION AND WELFARE
EDUCATION AND THE WELFARE OF
INDIVIDUALS

Education is a catalyst for social development, and its
positive effects on public health, social mobility, or
equity have been widely documented.

Research demonstrates that literacy and numeracy
provided by basic education contribute to better access

and use of information by individuals, which, in turn,
contribute to improved health and better economic
decision making. (For a summary of the research, see
Carnoy 1993.) Schooling also instills values indicative
of social progress and offers individuals the ability to
change their lives for the better (Inkeles and Smith 1974).
Such “modern, rational” values are associated with social
mobility, economic growth, and political democracy.

Some of the benefits attributed to education can, for
example, be measured by the extent to which educated
people are “better parents”. Individual education
investments not only affect the life course of the
individual, but are also likely to influence that of his or
her offspring (and in turn their children). More educated
mothers are more likely to have lower fertility and
healthier children. The intergenerational dynamics of
education attainment clearly have profound implications
for policy makers.

Table 1 presents some summary statistics of select
maternal and child health indicators for seven countries
in the region, taken from demographic and health surveys.
Despite simplifying the causal nature of these various
relationships—the mother’s education attainment being
only one out of many factors influencing these
outcomes—the results demonstrate the marked
differences in outcomes by the level of mother’s
education.4 For example, in the Philippines, the under-5
mortality rate is almost twice as high among children of
mothers with only completed primary education as among
children of mothers with completed secondary education
or higher. Educated females also have fewer children,
are more likely to have heard of HIV/AIDS, and are
more likely to have antenatal consultations.

Given these considerations, it is not surprising that
recent decades have seen a rise in the importance placed
on female education around the world. Women are largely
responsible for raising children in most societies, and the
large number of single-parent homes further highlights
the crucial role women play in their children’s
development.

Education also provides individuals with better
employment opportunities and places them in higher-
income or wealth groups. Economic analyses of private

4 In order to isolate the effect of the mother’s education attainment
on these outcomes, a series of multivariate statistical models
would be more valid. Even this more rigorous approach is not
immune to problems, as high-ability individuals may self-select
themselves into higher levels of schooling and, unsurprisingly,
have better performance on these various measures. But many
empirical studies link the mother’s education with these kinds of
variables, so these data—while not perfect—are certainly useful.
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and social rates of return to education investments are
abundant, and make up the empirical foundation of the
economics of education. One of the long-standing
arguments for investing in education is that the economic
returns to such investments are high (Schultz 1961,
Psacharopoulos 1985). Economists measure these returns
by the added income that individuals with more education
earn over their lifetime compared to individuals with
less education. The difference in earnings is the “benefit”
to investing in more education; the investment in
education is measured by the earnings that young people
forgo to attend school plus the direct costs that they and

society incur to pay for the schooling. The return to, say,
complete primary school is the implicit interest rate that
equalizes benefits over a person’s working life from
completing primary school with the costs incurred by
taking those additional years of schooling.

When income data are scarce, the impact of education
on people’s lives can be measured with other indicators,
such as household wealth. In Table 2, the probabilities of
being in the lowest 40% and highest 20% of the wealth
distribution (as measured by a composite wealth index)
are presented by level of education of the head of

Infant mortality rate, per 1,000 live birthsa

No education
Primary
Secondary or higher

Under-5 mortality, per 1,000 live birthsa

No education
Primary
Secondary or higher

Child malnutrition, %b

No education
Primary
Secondary or higher

Fertility, average number of children ever born for women aged 40–49
No education
Primary
Secondary or higher

Current use of modern contraception, percentage of currently married women aged 15–49
No education
Primary
Secondary or higher

Knowledge of HIV/AIDS, percentage of women ever having heard of HIV/AIDSc

No education
Primary
Secondary or higher

No consultation for antenatal care, percentage of births in the 3 years before the survey
No education
Primary
Secondary or higher

Deliveries in health facilities, percentage of births in the 5 years before the survey
No education
Primary
Secondary or higher

Table 1 Selected Maternal and Child Health Indicators by
Level of Women's Education, Seven Developing Member Countries

a Infant (0–1 year) and under-5 mortality rates for the 10-year period preceding the survey.
b Percentage of children under five years who are classified as undernourished according to the weight-for-age anthropometric index of nutritional

status. The index is expressed in terms of the number of standard deviation units from the median of the National Center for Health Statistics/
Centers for Disease Control and Prevention/World Health Organization international reference population. Children are classified as malnourished
if their z-scores are below minus two standard deviations from the median of the reference population.

c For Bangladesh, data refer to 1997/98.
Source: ADB computations using ORC MacroSTATcompiler from demographic and health survey data, available: www.measuredhs.com, 6 May

2003.

91.9
74.5
54.7

130.4
99.9
67.5

55.4
48.3
32.1

5.8
5.7
4.3

41.7
44.3
47.3

6.4
17.1
59.2

75.2
62.2
35.5

2.9
3.8

13.3

Bangladesh
(1999/2000)

102.5
93.6
59.7

135.5
122.2

75.2

51.3
42.7
39.2

5.6
5.4
3.9

16.2
19.0
23.2

90.7
95.9
98.4

64.6
56.6
24.9

3.3
8.4

32.0

Cambodia
(2000)

87.0
66.9
42.2

124.5
86.0
50.6

–
–
–

–
–
–

38.4
49.1
47.2

16.5
45.7
80.2

50.5
23.6

9.5

–
–
–

India
(1998/99)

77.5
58.8
28.0

108.3
78.9
35.2

–
–
–

4.3
4.6
3.6

42.7
56.0
57.4

13.6
42.6
88.0

20.9
7.6
1.4

5.1
11.4
41.1

Indonesia
(1997)

84.6
61.0
39.1

120.7
73.5
50.2

53.1
41.0
28.5

5.6
4.5
3.4

33.5
37.7
42.7

36.1
74.1
95.1

60.4
35.7
13.3

3.7
10.8
30.9

Nepal
(2001)

78.5
45.1
28.3

135.7
73.0
39.0

–
–
–

5.4
5.5
3.6

9.3
25.4
30.2

–
–
–

32.4
14.0

3.6

4.7
12.6
46.9

Philippines
(1998)

48.8
43.3
29.0

73.8
58.3
36.5

–
–
–

5.1
4.5
3.3

42.4
50.3
59.1

53.9
84.0
96.5

70.8
43.4
17.0

–
–
–

Viet Nam
(1997)
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household in seven countries in the region. The data in
Table 2 echo the common finding that education is
strongly related to family wealth. In assessing this
relationship, one must keep in mind the fact that the
wealthy take more education, and that taking more
education helps families create more wealth. Thus, the
causal relationship between these two variables is
complex. Nevertheless, Table 2 shows that the
differentiation in the relationship between levels of
education depends to a large extent on the education
coverage in each country. This also highlights a guiding
theme in these sections, namely, that the diversity in the
Asia and Pacific region argues for careful consideration
of trends. For example, in a country like Nepal where
very few people have completed tertiary education, the
differences in the predicted probabilities of being in the
poorest and wealthiest quintiles—while large—are not
particularly important because very few people are really
being compared. What is required is for each country to
identify the most critical levels of education, which are
simply those levels where many people are “eligible”
but comparatively few people are completing the cycle.
In Bangladesh, Indonesia, and Nepal, the data show that

completing secondary education has a very high return,
as households whose head has completed secondary
education are much more likely to be in the upper quintile
than bottom two quintiles.

The results in Table 2 help illuminate two important
points. One, the critical level of education for social
mobility not only differs by country but also changes
over time within the same country, as the average level
of education in the younger population increases. For
some very poor countries, or in rural areas, the returns to
completing primary schooling may be very high. But in
more advanced countries or areas, social mobility is
likely to come from completing secondary or even,
increasingly, tertiary schooling. Although education taken
is a function of family wealth (as well as wealth a
function of the head of household’s education), the table
suggests that while education is no doubt a strong
predictor of a family’s (relative) well-being in a given
society, it is not the only factor. The results in Table 2,
for example, reveal much less income differentiation by
education level in the three Central Asian republics
(Kazakhstan, Kyrgyz Republic, and Uzbekistan). This in

Table 2 Probability of Being in Poorest 40% and Wealthiest 20%
by Level of Education of Head of Household, Seven Developing Member Countries

Bangladesh (1997)
Poorest 40%
Wealthiest 20%

Cambodia (2000)
Poorest 40%
Wealthiest 20%

Indonesia (1997)
Poorest 40%
Wealthiest 20%

Kazakhstan (1999)
Poorest 40%
Wealthiest 20%

Kyrgyz Republic (1997)
Poorest 40%
Wealthiest 20%

Nepal (1996)
Poorest 40%
Wealthiest 20%

Uzbekistan (1996)
Poorest 40%
Wealthiest 20%

56.7
7.3

57.7
7.7

62.5
4.4

63.0
6.1

50.9
9.3

47.1
12.8

27.9
15.8

11.4
48.4

5.2
81.7

13.3
50.2

41.0
18.1

44.2
16.8

12.3
51.7

45.0
17.7

3.4
69.1

1.4
92.7

3.2
75.0

18.1
42.1

17.9
46.5

4.7
73.5

27.2
33.5

No
Education

39.3
12.8

41.8
14.5

52.7
7.1

56.6
6.2

43.7
7.1

39.7
19.3

39.2
16.6

30.5
23.0

24.6
30.3

39.8
14.1

59.1
12.3

47.8
19.7

32.8
20.2

49.4
14.1

Level of Education of Head of Household
Complete
Secondary

Higher

Note: Households are ranked according to a wealth quintile computed according to asset ownership and housing characteristics, using principal
components analysis. For information on the methodology, see the technical appendix of Socio-Economic Differences in Health, Nutrition,
and Population in Indonesia, by D.R. Gwatkin, S. Rustein, K. Johnson, R.P. Pande, and Adam Wagstaff, HNP/Poverty Thematic Group, World
Bank, May 2000 (available on-line; also available for other countries). Numbers in italics indicate a small number of cases in sample (less
than 100), and must be interpreted with care.

Source: ADB computations, from demographic and health surveys, available: www.measuredhs.com.

Incomplete
Primary

Complete
Primary

Incomplete
Secondary

22.4
30.1

22.4
37.4

29.0
27.0

47.6
11.5

43.5
12.9

26.8
31.1

39.1
15.4
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turn highlights the second important point—the need for
contextual analysis of the effect of education on an
individual’s economic position in society.

The multifaceted impact of education on both the
social and economic status of individuals justifies its
centrality in most government and international
organization policy discussions about human
development. This importance has led to the establishment
of ambitious education goals and targets at both the
national and international levels.

Education was affirmed as key to development during
the World Conference on Education for All (EFA) held
in Jomtien, Thailand, in 1990. At this conference,
participants from 155 countries adopted the World
Declaration on Education for All. This declaration urged
participant nations to intensify their efforts to address
the basic learning needs of all their citizens. A Framework
for Action to Meet Basic Learning Needs was approved,
spelling out targets and strategies for reaching this goal
by 2000.

A Consultative Forum on Education for All was
established to monitor the implementation of the
Framework for Action. In 2000, the forum undertook a
global in-depth assessment of EFA in more than 180
countries (UNESCO 2002). This assessment concluded
that, although real progress had been made worldwide,
it was uneven and insufficient. At least 800 million
adults in the world are still illiterate, most of them women.
A quarter of a billion children work, and more than 110
million school-age children are not attending school.
The quality of education provided to children is low in
too many countries, and income- and gender-related
equity are both far from being achieved. For the Asia
and Pacific region, the status of EFA presents a mixed
picture. South Asia generally performed poorly in the
assessment, with a profile of education similar to that for
sub-Saharan Africa. Other countries in the region, by
contrast, have achieved (or are close to achieving) the
objectives set out in the Framework for Action. So these
countries now confront a new set of challenges, such as
assuring higher relevance and better quality of their
education systems, and retaining children in school
beyond primary or lower-secondary levels.

A new world summit was held in Dakar, Senegal, in
April 2000. Six goals and targets were adopted. Some of
these goals were subsequently endorsed by the 2000
United Nations Millennium Summit and became part of
the Millennium Development Goals. These goals and
targets represent a continuing commitment on the part of
governments and other international and national
organizations that endorsed them (Box 1).

EDUCATION AND THE WELFARE OF
NATIONS

If education is a major determinant of the individual’s
standards of living, it also represents a long-term national
strategic investment. The characteristics of a rapidly
changing global economy require increased government
attention to education policies.

What are the main features of the newly transformed
world economy? First, the sources of higher productivity
are increasingly dependent on knowledge and information
applied to production, and this knowledge is increasingly
science-based. This is not an entirely new phenomenon,
since knowledge has always been critical in organizing
and fostering economic growth. But as economies become
more complex, as consumption tastes worldwide become
more varied, and as competition increases, new
knowledge and information become more critical to the
production process.

Second, production in the more economically
advanced societies is shifting from material goods to
information-processing activities. This represents a
fundamental change in the structure of these societies
toward economic activities that focus on the more efficient
organization of production and on the enhancement of
productivity. The quality of information and the efficiency
of acquiring it therefore become strategic factors in both
competitiveness and productivity for firms, regions, and
countries.

Third, the organization of production and of economic
activity in general is changing from mass, standardized
production to flexible, customized production, and from
vertically integrated large organizations to horizontal
networks of economic units.

Fourth, the new economy is global. Capital,
production, management, markets, labor, information,
and technology are organized across national boundaries.
What is new is not so much that international trade is an
important part of each nation’s economy, but that a
national economy works as a unit at the world level.
Manufacturing processes are increasingly organized as
global value chains (GVCs), which can be defined as the
“internationalization of manufacturing processes in which
several countries participate in different stages of the
manufacture of a specific good. The process is of
considerable economic importance since it allows stages
of production to be located where they can be undertaken
most efficiently and at the lowest cost. Furthermore, if
production sharing is increasing in relative importance
this implies that countries are becoming more
interdependent on each other” (Yeats 1998, p.1). “GVCs
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Box 1 International Commitments for Education

Universal Declaration of Human
Rights (1948)

Article 26

1. Everyone has the right to education.
Education shall be free, at least in the
elementary and fundamental stages.
Elementary education shall be compulsory.
Technical and professional education shall
be made generally available and higher
education shall be equally accessible to
all on the basis of merit.

2. Education shall be directed to the full
development of the human personality and
to the strengthening of respect for human
rights and fundamental freedoms. It shall
promote understanding, tolerance and
friendship among all nations, racial or
religious groups, and shall further the
activities of the United Nations for the
maintenance of peace.

3. Parents have a prior right to choose
the kind of education that shall be given to
their children.

The Convention on the Rights of
the Child (1990)

Article 28 - Education

The child has a right to education, and the
State's duty is to ensure that primary
education is free and compulsory, to
encourage different forms of secondary
education accessible to every child and to
make higher education available to all on
the basis of capacity. School discipline
shall be consistent with the child's rights
and dignity. The State shall engage in
international co-operation to implement
this right.

Article 29 - Aims of education

Education shall aim at developing the
child's personality, talents and mental and
physical abilities to the fullest extent.
Education shall prepare the child for an
active adult life in a free society and foster
respect for the child's parents, his or her
own cultural identity, language and values,
and for the cultural background and values
of others.

Jomtien Framework for Action
(World Conference on Education for
All, Jomtien, Thailand, 1990)

Participating countries were invited to set
their own targets for the 1990s in terms
of six proposed dimensions:

1. Expansion of early childhood care and
developmental activities, including family
and community interventions, especially
for poor, disadvantaged and disabled
children;

2. Universal access to, and completion
of, primary education (or whatever higher
level of education is considered as "basic")
by the year 2000;

3. Improvement in learning achievement
such that an agreed percentage of an
appropriate age cohort attains or
surpasses a defined level of necessary
learning achievement;

4. Reduction of the adult illiteracy rate
(the appropriate age group to be
determined in each country) to, say, one-
half its 1990 level by the year 2000, with
sufficient emphasis on female literacy to
significantly reduce the current disparity
between male and female illiteracy rates;

5. Expansion of provisions of basic
education and training in other essential
skills required by youth and adults, with
program effectiveness assessed in terms
of behavioral changes and impacts on
health, employment and productivity;

6. Increased acquisition by individuals
and families of the knowledge, skills and
values required for better living and sound
and sustainable development, made
available through all education channels
including the mass media, other forms of
modern and traditional communication,
and social action, with effectiveness
assessed in terms of behavioral change.

Dakar Framework for Action (World
Education Forum, Dakar, Senegal,
April 2000)

Participants at the Forum committed to
the attainment of the following goals:

1. Expanding and improving
comprehensive early childhood care and
education, especial ly for the most
vulnerable and disadvantaged children;

2. Ensuring that by 2015 all children,
particularly girls, children in difficult
circumstances and those belonging to

ethnic minorities, have access to and
complete, free and compulsory primary
education of good quality;

3. Ensuring that the learning needs of
all young people and adults are met
through equitable access to appropriate
learning and life-skills programmes;

4. Achieving a 50% improvement in
levels of adult literacy by 2015, especially
for women, and equitable access to basic
and continuing education for all adults;

5. Eliminating gender disparities in
primary and secondary education by
2005, and achieving gender equality in
education by 2015, with a focus on
ensuring girls' full and equal access to
and achievement in basic education of
good quality;

6. Improving all aspects of the quality of
education and ensuring excellence of all
so that recognized and measurable
learning outcomes are achieved by all,
especially in literacy, numeracy and
essential life skills.

Millennium Development Goals
(UN Millennium Summit, 2000)

Goal 2 - Achieve universal primary
education

Target: Ensure that, by 2015, children
everywhere, boys and girls alike, will be
able to complete a full course of primary
schooling.

Indicators:

• Net enrol lment ratio in primary
education

• Proportion of pupils starting grade 1
who reach grade 5

• Literacy rate of 15- to 24-year-olds

Goal 3 - Promote gender equality and
empower women

Target: Eliminate gender disparity in
primary and secondary education
preferably by 2005 and in all levels of
education no later than 2015.

Indicators:

•Ratio of girls to boys in primary,
secondary, and tertiary education

• Ratio of literate females to males among
15- to 24-year-olds

• Share of women in wage employment
in the nonagricultural sector
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offer many firms in the region an opportunity to take
advantage of the potential benefits that globalization
offers. [...] For firms in less industrial countries of Asia,
being part of a GVC can be an important catalyst in
learning and adapting advanced technologies. It can also
enhance the development process in general” (ADB 2003,
p.207 and p.237). This gives a substantial advantage to
firms in those countries where knowledge and the means
to acquire it are readily available. These means include
ICT as well as the personnel trained both to use ICT and
to apply the knowledge and skills gained through using
it. Education strategies are an important element that
will allow firms in a country to enter and occupy
advantageous positions in GVCs, and to cope with the
associated risks, such as the “low-skill, bad-job” trap
(Box 2).

A result of the revolution in ICT, combined with the
organizational changes at the global level, is the new
“world information economy”. Within the emerging
global system, the structure and logic of the world
information economy define a new international division
of labor. Innovation and rapid change play an important
role in defining the economic characteristics of the new
system. The division is based less on the location of
natural resources, cheap and abundant labor, or even
capital stock, and more on the capacity to create new
knowledge and apply it rapidly through ICT to a wide
range of human activities.

The transformations of the world economy and the
manufacturing processes have had a major impact on the
organization of work and on the structure of labor markets.

Box 2 Avoiding the "Low-Skill, Bad-Job" Trap

Source: ADB. Asian Development Outlook 2003.

Countries that try to exploit their comparative advantages based on low labor costs by restricting wages or through
devaluations end up sucked into a vicious circle of low productivity, deficient training, and a lack of skilled jobs, preventing the
sector in question from competing effectively in the markets for skill-intensive products. This situation is referred to as the "low-
skill, bad-job trap".

Less developed Asian economies need to avoid falling into a "low-skill, bad-job trap". While cheap, semiskilled labor may
provide an important entry point into global value chains for firms in countries such as Indonesia, Philippines, and Viet Nam,
they must quickly upgrade technologically in order to increase the value added of their production (as did Korea; Singapore;
and Taipei,China before them). Otherwise, they may stay caught in a cycle of low skills, low wages, depressed productivity, and
low levels of technology. Avoiding this vicious circle requires an upgrading of the educational base for several Asian countries
and active government participation

Examples of this approach include East and Southeast Asian economies, in particular Korea and Singapore that have
undertaken a number of training programs since the 1970s. For example, in 1976, Korea introduced the Basic Law for
Vocational Training that requires private firms with 150 or more employees to conduct in-house training for a portion of its
employees, or to pay a training levy equivalent to no less than 6% of its wage bill. This levy is used to promote vocational training
via government-sponsored vocational training schools.

Fifth, these changes are taking place in the middle of
one of the most significant technological revolutions in
history. The core of this revolution is ICT, surrounded
by and aiding scientific discoveries in other fields, such
as biotechnology, new materials, lasers, and renewable
energy. All this has been stimulated by economic and
organizational transformations on a global scale, and,
simultaneously, ICT is indispensable for such
transformations. It is the critical factor for developing
flexibility and decentralization in production and
management, since it assists production and trade units
to function autonomously, yet also permits such units to
reintegrate into new production and distribution systems
through information networks. The rapid innovation and
commercialization of new technology mean that
innovations and new applications are the basis of this
technology’s profitability. It does not take long for earlier
forms of the new technology to become obsolete, and for
applications to switch geographical location as changes
in products occur.

Work is becoming organized around the notion of
flexibility. Competition and new technologies have
shifted demand for labor skills, with the most rapid
growth in demand seen for products with a high level of
skill content. Together with the push for greater flexibility,
this translates into pressure to increase the average level
of education and to provide more opportunities for adults
to return to school to obtain new skills (Carnoy 2002).

CHANGING LABOR MARKETS IN THE
INFORMATION AGE

In nearly all countries, labor markets are going through
major transformations, characterized by five important
changes:

• People’s work is shifting from the production of
traditional agricultural and manufactured goods to the
production of increasingly sophisticated agricultural and
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manufactured products and services. The main element
in these new products and services is knowledge—
knowledge that increases productivity, provides a closer
fit between a client’s specific needs and the services the
client receives, and creates possibilities for the
development of new products and services. Quality of
production, design, efficient organization, new products,
customized production, and just-in-time delivery are the
knowledge-intensive aspects dominating today’s
manufacturing and agricultural activities, in industrial
countries and often in the export sectors of developing
countries.

• Because production is being transformed by a
huge diffusion of ICT, work is too. Thanks to computers
and the Internet, large firms can restructure around
different product lines, and even small firms can now
operate internationally and customize production for a
wide variety of clients. Individuals can correspond with
people around the world instantaneously. They can get
the daily news, search encyclopedias, arrange travel, do
their banking, and buy goods and services directly from
their homes. To those who know how to use it,
telecomputing gives access to huge amounts of
information; it also radically changes the possibilities of
self-employment.

• The transformation of work has been
misinterpreted and mystified by many writers who claim
that ICT will mean a substantial and growing shortage of
jobs, particularly good, high-skill jobs. Their claim that
new technology restricts the number of jobs, though
seductive, is not supported by the facts. New technology
displaces workers, yet it simultaneously creates new
jobs by raising productivity in existing work and making
possible completely new products and processes. As
postindustrial economies and governments adjust to the
new realities, employment growth, not displacement,
dominates. There will be plenty of jobs in the future, and
many of them will be high paying.

• In the future, a job may not mean the same thing
it does today. More intense competition on a worldwide
scale makes firms acutely aware of costs and productivity.
One solution that employers have adopted is to reorganize
work around decentralized management, customized
products, and work differentiation, which means that
work tasks become more specialized and that many
workers are identified according to increasingly more
specialized experiences that are distributed among
supervisors and employers. This has made subcontracting,
part-time employment, and the hiring of temporary labor
much easier, because much work can be narrowed down
to specific tasks, even as other, “core,” work is conducted
in teams and is organized around multitasking.

• The effect of individualization and differentiation
is to separate more and more workers from lifetime, full-
time jobs in stable businesses that characterized post-
World War II development in the countries of Europe,
Japan, the United States (US), and other industrial
economies. Workers are gradually being defined socially
less by the particular long-term job that they hold than
by the knowledge that they have acquired through study
and work. This “knowledge portfolio” allows them to
move across firms and even across types of work, as jobs
are redefined. Since, even for production workers, a
knowledge portfolio becomes crucial to a career path,
most individuals become increasingly conscious of
knowledge acquisition in moving from job to job.

These changes in the nature of work and jobs have
important implications for education. Education becomes
a crucial element in individuals’ “portfolios” as they
network in the new job market. The education and training
that a job itself provides become more important for a
worker when he or she considers moving to a new job.
Science-oriented education and problem-solving skills—
in other words, high-quality general education with a
scientific bent—seem to have the highest economic return,
although it is difficult to separate return to type of
education from the ability-selection bias implicit in who
takes such education. Yet, logic dictates that in a job
market characterized by flexibility and job change,
general skills should be more valuable than specific
skills over a person’s career, particularly if specific skills
can be acquired through on-the-job training and recurrent
education.

WHERE DEVELOPING MEMBER
COUNTRIES FIT IN

How is the new division of labor manifested in the
world arena? The demand for new products and the
capacity to create and produce them are still concentrated
in the major industrial economies. Nevertheless, in the
current context there is a difference: although the US
economy is still at the center of world growth, other
developed economies, namely Japan and the European
Union, have exploited their science knowledge and
management skill base to compete successfully under
the conditions of more flexible, export-oriented
manufacturing production. As a result, the world
economy has become a multipolarity of economic power
among several dominant countries and regions.

Further, a second tier of efficient producers of a
wide range of manufactured products, including electronic
goods and high-technology hardware, information
software, and other business services, has sprung up in
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Asia, again built on a base of high-level technological
and management skills and the commitment of
governments to the promotion and application of those
skills. Among others, the newly industrialized economies
(NIEs) of Hong Kong, China; Republic of Korea (Korea);
Singapore; and Taipei,China have made huge economic
strides since the early 1960s. Their example suggests
that successful economic development in the information
age depends as much on efficient governments as on an
innovative, well-managed, private sector. Government
bureaucracies in these four economies were (and are)
relatively efficient and single-minded in implementing
their development interventions. Policies are
systematically organized around capital accumulation,
adjustment to changes in the world economy, and
technological upgrading. The NIEs, along with Japan
and, more recently, Malaysia, the People’s Republic of
China (PRC), and to some degree, Thailand, constituted
the most dynamic pole of the world economy in the 25
years between 1970 and 1995. The crisis of 1997 and the
long recession in Japan have somewhat diminished Asia’s
economic stature, but given the high level of human
capital in the region, the potential for the region remains
significant.

Other DMCs, such as Bangladesh, India, Indonesia,
Pakistan, Philippines, Sri Lanka, and Viet Nam, have
industrial and services sectors that are partially integrated
into the new global economy, but a large proportion of
their populations work in highly traditional, low-income
agricultural or nonformal occupations. They are affected
by many of the negative aspects of the new global
economy, but do not fully participate in its benefits. This
is also true for the populations of the lowest-income
economies in Asia. These countries are largely
marginalized from the global economy.

Many have argued that globalization and the new
information economy increase poverty rather than help
eliminate it. Globalization is identified with neoliberal
policies that weigh heavily on the poor. There is
undoubtedly some truth in these arguments. Yet
globalization and the growth of knowledge industries
are also consistent with national policies that increase
investment in primary and secondary education, aimed
at improving access to schooling, mainly for low-income
children.

For all developing countries, and for the poorest of
them especially, education represents a crucial long-
term investment, and identifying the education strategies
that will allow them to take advantage of the new economy
is critical.

Which education strategies are most appropriate to
meet the objectives of sustainable poverty reduction and
long-term development in the new global economy? How
should DMCs respond to new demands for flexible and
better-trained labor? What should be the appropriate
response in a country such as Cambodia compared to
countries such as PRC, India, or Indonesia? What does
it mean to “invest effectively” in an education system at
various stages of education and economic development
in moving toward the new knowledge-based economy?

Defining effective investment in education in a global
economic environment and a knowledge-based economy
means understanding how education policy strategies
that respond to new global conditions can be made
relevant to a local economic and social context.
“Education is a moving target that evolves as old needs
are met and new needs emerge. Education influences
and is influenced by the context in which it is developed.
This synergistic relationship implies that education must
be in a constant state of change as it responds to changing
social and economic needs” (ADB 2002a, p.5).

The analysis here focuses on indicators of economic
structural change, investment in education, and measures
of the quality of education. Pinning down the “correct”
education strategy for DMCs to do better in the global
economy is not easy. The range of development levels,
size of economies, and historical contexts in the region
is great. Many of the issues in education are highly
political, and politics is contextual rather than regional.
However, by developing some key concepts about the
nature of economic development and labor markets in
the increasingly knowledge-based global economic
environment, it is possible to generate some general
guidelines for education reforms.

A review of education achievements and challenges
throughout Asia follows. As DMCs develop further,
many past experiences and present conditions relevant
for some of them today may well be relevant for other
DMCs in the future.

EDUCATION STATUS, ACHIEVEMENTS,
AND CHALLENGES
EVOLUTION OF SCHOOL-AGE
POPULATIONS AND THE DEMOGRAPHIC
DIVIDEND

The education goals formulated in Jomtien and Dakar
include both quantitative and qualitative objectives. The
Millennium Development Goals are formulated more
exclusively in quantitative terms. The guiding
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commitment of government and external agencies is to
assure free basic education and literacy for all. These
quantified goals highlight the role of demographic
factors, since the prospects for success are affected by
both the quantity of school-age young people and the
quantity of productive (i.e., working) members of society.
A useful point of departure for this section is to detail
the dynamics of demographic evolution and their
implications for education policy.

All DMCs are in a demographic transition, as
improvements in public health, sanitation, and nutrition
facilitate a change—to varying degrees—from high to
low mortality and fertility. Since reductions in mortality
are usually most pronounced among young children and
infants, these improvements have, in turn, affected fertility
rates. With more children surviving, women respond—
with some delay—by reducing their fertility (helped by
access to contraceptives and urbanization). Table 3 shows
how DMCs are arrayed along a spectrum of high fertility
and high mortality (especially Afghanistan, top right
quadrant) to low fertility and low mortality (bottom left
quadrant).

Table 4 presents the total number of children aged
6–17 in DMCs for 2000 and (projected) 2025.5 For the
region as a whole, between 2000 and 2025, the school-
age population in DMCs will fall by about 1% (10.3
million children). In every country the number of young
people as a share of the total population is expected to
decrease. But these numbers conceal wide regional
differences (see also Box 3). In some countries, mainly
in the Pacific and South Asia subregions, the decreasing
shares of population aged 6–17 do not translate into
decreasing total numbers of school-age children in 2025
because of persistent high population growth. Not
surprisingly, the largest increases will be experienced in
the poorest countries (Afghanistan, Bhutan, Cambodia,
Lao People’s Democratic Republic [Lao PDR], Maldives,
Nepal, Pakistan, Papua New Guinea, Solomon Islands,
and Vanuatu), where the number of school-age children
will likely keep increasing beyond 2025. In South Asia,
the school-age population will increase by 13% (45.9
million) between 2000 and 2025. Afghanistan, where
enrollment rates are currently the lowest in Asia, will see
its school-age population double by 2025. In Southeast

Table 3 Classification of Developing Member Countries
by Total Fertility Rate and Infant Mortality Rate
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China, People's Rep. of
Thailand

Hong Kong, China
Korea, Republic of
Singapore
Sri Lanka
Taipei,China

Bangladesh
India
Kiribati
Kyrgyz Republic
Mongolia
Myanmar
Tajikistan
Turkmenistan
Uzbekistan

Indonesia
Philippines
Tuvalu
Viet Nam

Afghanistan

Bhutan
Cambodia
Lao People's Dem. Rep.
Maldives
Marshall Islands
Nepal
Pakistan
Papua New Guinea
Timor-Leste

Micronesia, Fed. States of
Nauru
Samoa
Solomon Islands
Vanuatu

Cook Islands
Fiji Islands
Malaysia
Tonga

During this passage from high to low
mortality and fertility a large generation of
“boomers” is created. These are the children born
during the transition phase when fertility is high
and mortality is low. The existence of this large
generation of young people—larger than any
generation before or after it—greatly affects the
size and age structure of the population. Most
DMCs are located in the middle quadrants of the
table, which implies that they are currently in the
middle of this transition.

In the demographic transition, the total
population at first increases, especially for the
youngest cohorts. In a second phase, as the baby
boomers enter the adult labor market, the share
of this sector of the population increases and age
dependency ratios are lowered. Assuming that
labor markets are able to absorb these new
workers, the result is a gain in productivity and
economic expansion. It is during this transition
when the boomers move from dependents to
workers, often called the “demographic dividend”
or “demographic bonus”, that a temporary
window of opportunity is created. This window
is not permanent, since after 30 to 40 years a
third phase is initiated where this large group of
baby boomers enters the old-age population and
requires support from smaller cohorts of younger
workers. 5 Based on United Nations Population Division projections, medium

variant, in World Population Prospects: The 2002 Revision.
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Source: Population data taken from United Nations, Population Division, World Population Prospects: The 2002 Revision, medium variant.

Table 4 Population Aged 6–17 in the World and in
Developing Member Countries, 2000 and 2025

2000 2025

'000

'000 %

Change 2000–2025



13

10% 5% 0% 5% 10%

1950 Males

Females

10% 5% 0% 5% 10%

1950

80+

70-74

60-64

50-54

40-44

30-34

20-24

10-14

0-4

80+

70-74

60-64

50-54

40-44

30-34

20-24

10-14

0-4

80+

70-74

60-64

50-54

40-44

30-34

20-24

10-14

0-4

2000

10% 5% 0% 5% 10%

2000

10% 5% 0% 5% 10%

2025

10% 5% 0% 5% 10%

2025
80+

70-74

60-64

50-54

40-44

30-34

20-24

10-14

0-4

10% 5% 0% 5% 10%

What does the future hold for these countries? Again, the picture is very different, as each country faces
a distinct challenge. For Singapore the “window of opportunity” is clearly closing by 2025, as the pronounced
shift toward older cohorts continues and the share of working-age people is shrinking. For Pakistan by 2025
decreases in fertility rates are beginning to be felt, as the pyramid is less steep in the lower age cohorts as a
result of lower fertility. So the window of opportunity that comes from an increasing share of working adults will
begin to open.

Box 3 Age Pyramids of Pakistan and Singapore, 1950, 2000, and 2025

The very different demographic histories of Pakistan and Singapore are emblematic of the diversity in the
Asia and Pacific region. In 1950, the two countries had similar profiles, as the shapes in the far left figures for
each country are similar to one another. Because of high mortality rates, populations did not grow very quickly
during this period, people did not live as long (denoted by few people in the upper reaches of the pyramids) and,
as a result, the age pyramids for 1950 are relatively steep. But by 2000, dramatic changes had taken place for
each country. For Singapore, between 1950 and 2000 the demographic transition from (relatively) high fertility
and mortality to low fertility and mortality had been completed, with a resulting pyramid that provides a graphical
representation of the “demographic dividend.” The numbers of productive members of society aged 20–45 is
greater than the number of young and old combined. For Pakistan, the story between 1950 and 2000 is very
different. The shape is still that of a pyramid, but significant population growth has taken place. The result is a
very large number of dependents—especially children aged 0–14—compared to productive members of society.
The effects on education (among other outcomes) of these very different profiles are evident today, as Pakistan
continues to devote a large share of expenditure to the primary sector while Singapore is more able to focus on
additional levels of schooling and quality.

Singapore

Pakistan

Source: United Nations, Population Division, World Population Prospects: The 2002 Revision, medium variant.

Figure Box Pakistan and Singapore Age Pyramids, 1950, 2000, and 2025
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Asia, a reduction of the school-age population between
2000 and 2025 of 3% (3.4 million) is expected, despite
large increases expected in Cambodia and the Lao PDR.

For other DMCs, the results of the demographic
transition of the recent past are evident. The demographic
transition is well advanced in East Asia. Both Hong
Kong, China and Korea were at the forefront of the
demographic transition in Asia, and completed their
demographic transition from high to low mortality and
fertility in a very short period (about 75 years). Their
school-age population started decreasing in the 1970s.
Between 2000 and 2025, the school-age population of
East Asia will fall by 18% (50.3 million), largely resulting
from a decrease in the PRC (18%, or 47.6 million). The
school-age population in the Central Asian republics
started decreasing in around 2000, and will experience a
reduction of 17% (3 million), by 2025.

These demographic dynamics have important
implications for education policy. For those DMCs where
the numbers of young people are falling, the challenges
are less about the supply of infrastructure and more
about improving the quality of education and expanding
access to tertiary education, adult skill development, etc.
These demands may have to compete with those of an
increasingly aging population, however. The DMCs that
expect increasing numbers of school-age children, despite
their declining share of total population, face a more
varied set of challenges. They will clearly need to
consolidate improvements in primary and secondary
school coverage, while infrastructure demands (even at
the primary level) will continue to be pressing. But since
these DMCs will begin to enter the phase of the
demographic dividend, where families become smaller
and more adults earn higher incomes, the family resources
available to aid in these initiatives should be greater,
particularly in terms of providing more attention to
children’s academic needs at home. This will also make
it possible for the public sector to turn to issues of
quality and access to lower (especially preprimary) and
higher levels of education.

The demographic transition does not only affect the
number of school-age children, it also changes the nature
of demand for education. As family size declines, women
are more likely to enter the workforce and their demand
for more (and higher-quality) education increases. In
addition, structural change in the economy—especially
a reduction in agriculture’s share of total production—
will increase returns to education and will likely increase
parental demand for better educated children.

Part of this structural change is likely to be seen in
growing urbanization. The urban population represented

about 27% of the Asian population in 1980, 36.7% in
2000, and may represent more than 51% in 2025.6

Urbanization will increase the demand for education
since it reduces the opportunity cost of education.

In sum, the changing demographics of the Asia and
Pacific region herald an ever-evolving set of challenges
for policy makers. In some DMCs, the demographic
dividend is more or less over; the share of the working-
age population (i.e., those aged 15–64) will reach a peak
in 2010–2015 in Azerbaijan; PRC; Hong Kong, China;
Kazakhstan; Korea; Sri Lanka; Thailand; and Viet Nam.
In other parts of the region, the changing demographics
are very different, and many DMCs are just now entering
this crucial phase.

It must be noted, however, that the demographic
dividend represents an opportunity—not a fait acquis—
and governments must create certain conditions to take
full advantage of it. One of them is to assure that the
boomers will constitute a productive labor force that will
be absorbed by the labor market. Education plays a
crucial role in the early stages of this demographic
transition: among the favorable conditions that facilitated
the success story of East Asia was the availability of
educated people. Bloom, Canning, and Malaney (2000)
estimated that the demographic dividend, which started
in the 1960s, accounted for one third of East Asia’s
growth during the economic miracle. So, although policy
makers have a window of opportunity, they may face
considerable difficulties in exploiting it.

PREPRIMARY EDUCATION
(EARLY CHILDHOOD CARE AND
EDUCATION)

Early childhood care and education (ECCE) is an
important component of the education attainment
process, and a number of justifications are frequently
given for expanding access to ECCE. Most generally,
ECCE is viewed as a human right for young children.
The Jomtien and Dakar Frameworks for Action both
include the goal to expand and improve early childhood
care and education, especially for the most vulnerable
and disadvantaged children. More specifically, ECCE is
an important component of future development. It
provides intellectual stimulation that fosters learning
capacity. Various studies have found that children with
access to preprimary education score higher in exams in
primary school (Raudenbush et al. 1991), are more likely

6 Based on United Nations Population Division projections, medium
variant, in World Population Prospects: The 2002 Revision.
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to complete additional levels of schooling, and even
earn more as adults (Myers 1992). Demographic factors
also affect the need for preprimary coverage, since the
ability of the family to provide care may decline as
extended families become smaller and more dispersed,
the number of single-parent families increases, and more
women enter and remain in the paid labor force
(Kamerman 2002).

The task of providing an accurate picture of the
contours of preprimary coverage in the Asia and Pacific
region is complicated by variation in the definition of
ECCE, institutional fragmentation in the provision of
places, and relatively sparse household survey data
describing the activities of the youngest family members.
Table 5 presents some summary data for ECCE. In most
DMCs, the official entrance age is 3 or 4 and the duration

Table 5 Preprimary Education in Developing Member Countries
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Kiribati
Marshall Islands
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Tuvalu
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3
…
1
5

…

3
2
3
2
2
1
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3
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3
3
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2
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…
2
3
2

b

c

b

b

b

b

b

b

b
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…
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…
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…
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…
39.0
22.4
35.4
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…
…

10.0
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12.6
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…
…
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…
…
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…
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22.0

…
…
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…
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b

b

b

b

b

b
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…
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3.7
…

22.5
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…
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…
18.7
51.1

…
…

100.0
…
…
…

35.3
…

…
13.0

1.0
…
…
…

24.6
…
…
…
…
…
…

100.0
…
…

100.0
…

100.0
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Age

Duration
(Years)

39.5
…
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7.8
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1.9
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…
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…
24.6

…
19.7
49.9
12.7
55.0

…

23.0
12.9
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8.7
…
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15.4

…
…
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18.3
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…
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27.2
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18.5
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…
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…
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…
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49.3
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…

22.6
13.1
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…
…
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…
…

43.4
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18.9
34.3

…
…

26.8
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38.5
…

79.7
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…

6.8
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8.2
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1.9
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…
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41.4

…
26.1

…
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50.5
11.2
46.5

…

23.5
12.7
14.0

7.9
…
…

85.4
15.5

…
…

48.9
137.9

17.7
37.5

…
…

34.9
89.2
76.6

Total Male Female

Gross Enrollment Ratio (%)
Pupils per

Teacher Ratio
School
Yeara

Private
Enrollment as

% of Total
(1999)

a Indicates the starting year, e.g., 2000 refers to school year 2000/01.
b Estimate, from UNESCO Institute for Statistics.
c National estimate.
Source: UNESCO Institute for Statistics web site.
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Table 6 Evolution of Preprimary Coverage:
Gross Enrollment Ratios, Selected DMCs, Various Years

6
48

2
6
2
2
4

DMC
China, People's Rep. of
Hong Kong, China
India
Indonesia
Korea, Rep. of
Philippines
Thailand

a Some data under this head relate to 1999 or 2001.
Sources: UNESCO Statistical Yearbook, various years;

UNESCO Institute for Statistics web site.

All Male Female

2000a

All Male Female

1990

All Male Female

1970

…
48

2
6
3
2
4

…
47

2
6
2
2
4

23
80

3
18
55
12
43

23
79

4
…
56
…
43

23
81

3
…
55
…
44

40
…
30
19
80
31
83

40
…
30
18
80
30
84

39
…
30
19
80
31
82

averages, officially, about 3 years. Coverage is generally
low, with few DMCs having participation rates above
50% of the relevant population. This may be somewhat
misleading, however, as the figures in Table 5 refer to
the percentages of children who have reached the entrance
age for preprimary schooling (but not yet the entrance
age for primary) and are covered in some sort of program.
For example, in many DMCs, 1-year kindergarten
programs are available, usually for children aged 5 or 6,
and participation rates are much higher than those
presented in Table 5 for the entire preprimary cycle. In
other words, more children have at least some experience
with preprimary education than these figures imply
(Kamerman 2002). But for other kinds of preschool
programs and day care for children younger than 5,
participation is very low.

How has coverage evolved over the years? Table 6
sheds some light on this question for selected DMCs in
three different time periods. The results demonstrate, on
average, substantial expansion in coverage over the last
30 years. This is especially notable in PRC, Korea, and
Thailand. However, as stated before, it is important to
note that these numbers represent enrollment ratios for
the relevant age groups (e.g., 5–6-years-olds in Korea).
So interpretation of these data by DMC over time is
complicated by the use of different age categories between
DMCs and even by year within the same DMC.

For the preprimary level of schooling a high degree
of gender equity is apparent, as young males and females
are equally likely to be enrolled across the region (Tables
5 and 6). What is less clear is the extent to which this
would be the same with greater access. Private
participation rates also vary considerably by country, as
private entities (such as nongovernment organizations)
are responsible for a considerable share of the preprimary
school places in most areas. This is especially the case in
Southeast Asia and the Pacific.

How does quality vary by provider? Most analyses
have documented wide-ranging levels of quality within
many DMCs (Kamerman 2002, Myers 1992). Wealthy
families are more likely to enroll their children in
preschool programs that are of better quality, and to
begin to prepare children for primary school several
years before they actually enroll. Fees—even in publicly
provided services—can be prohibitive for some families.
And in rural areas, day care and early-age preschool
programs are available infrequently, and most
communities have to manage with 1-year kindergarten
programs.

CHALLENGES

Several challenges face DMC policy makers concerning
ECCE. The first is institutional in nature, as the current
state of ECCE is notable for a fragmented delivery of
services that often includes several ministries with
oversight of different levels. The delivery of the various
services is rarely integrated, which reduces effectiveness
and coverage (Haddad 2002, Kamerman 2002).

Second, a lack of systemic coherence in the provision
of ECCE is a handicap when the sector competes for
public resources with other levels of schooling. One way
to reduce the public costs of these programs is through
fees, but if these are implemented without targeted
subsidies then poorer users may be left out. This in turn
highlights one of the most pressing challenges in this
area: expanding access to high-quality ECCE for the
most vulnerable children. Studies have found that the
biggest benefits accruing from preprimary schooling are
for poor children, many of whom need extra preparation
for primary schooling because of their home environments
(Myers 1992). But access constraints and high costs
mean that these children are often the last ones to enroll,
which only serves to exacerbate inequalities later in life.
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Third, improving the quality of ECCE at all levels is
a necessity in many DMCs. A distinction between simple
day-care services and preschool is necessary, since the
former—while providing an important service for
families—have very different functions from the latter.
In many preschools, teachers have little or no training,
so one necessary component for upgrading quality is to
get better-trained staff to work with these children. This
will not be easy, however, especially in the poorest
regions of DMCs, because competent teachers are needed
at every level of schooling.

Finally, better information about ECCE is needed in
order to assess both the coverage and quality of the
services that are provided. At the institutional level, it
falls to government ministries to rationalize the provision
of this service and develop integrated implementation
schemes. This will also help policy makers conduct
comprehensive analyses of the sector, including assessing
total costs. International organizations collecting
household survey data should, for their part, consider
broadening the scope of survey designs to include more
questions about preschool activities. Survey data from
the Asia and Pacific region include little information on
education for children below the age of 6.7

The demand for ECCE is likely to increase in the
near to middle term. Families are becoming smaller as
fertility rates decline, and as household and family
structures change. Furthermore, children are often born
at the time when parents have the most social mobility
and opportunities to update their skills and increase their
earnings. Thus, early childhood intervention programs
that provide good quality child care and education, in
addition to helping children, are critical to helping parents
undertake important labor market activities (Castañeda
and Aldaz-Carroll 1999).

PRIMARY EDUCATION

Primary education has been the focus of many
government and multilateral organization interventions
in recent decades. The international goals laid out in the
World Declaration on Education for All and the
Millennium Development Goals are largely geared to
primary-level education. During the last 40 years, the
Asia and Pacific region has experienced an

7 In most socioeconomic household surveys, questions on education
are only asked of people older than 5 or 6 years. Even when
questions are included for younger members of the household
they are not always answered, as parents and/or interviewers
may not consider day care to be preschool. The end result is that
access to ECCE appears to be underestimated in most survey
data sets.

unprecedented expansion of this level of schooling. Some
of the positive effects of these efforts on human
development were detailed earlier, and will be reviewed
again when the secondary and tertiary levels are
considered in later sections. But since many children
fail to complete the primary cycle in some DMCs, and
quality and equity remain concerns, the primary level
still deserves its share of attention from policy makers.

Table 7 demonstrates the changes that have taken
place in selected DMCs over the last 40 years. In 1965,
most of these DMCs had more adults with less than
complete primary education than all the other education
levels combined. By 1990, this figure had improved
everywhere and, in many cases, the improvements were
substantial. In 1965, 82% of Bangladeshis older than 25
had not completed even primary school, but by 1990 this
figure had fallen by half and 25% had completed
secondary school. Large gains were also realized in
Hong Kong, China; Indonesia; Malaysia; Singapore; and
Thailand, though some DMCs, including Afghanistan,
India, Myanmar, Pakistan, and Papua New Guinea, still
had large numbers of adults who had not completed
primary school in 1990.

The current status of primary education in the region
is detailed in Table 8. Between these data and those
presented in Table 7 it is possible to form a more complete
picture of the current status—and challenges—for
primary education.

The numbers in Table 8 reveal that primary school
coverage in DMCs is generally very high. Most DMCs
have gross enrollment ratios of at least 90%, although
ratios that are higher than 100% are indicative of
inefficiencies, such as high rates of repetition or numerous
children who enter school late. Unfortunately, the
percentage of students making it to grade 5 is missing for
most DMCs. This is an important measure of efficiency
that predicts the supply of students available for additional
levels. In general, the most efficient systems are found in
the Central Asian republics, East Asia, and Southeast
Asia. Grade repetition rates are the highest in the Pacific
and South Asia.

Table 8 shows that boys and girls are equally
represented in most primary school systems in the region.
This is an important accomplishment in its own right, as
this picture—even 20 years ago—would probably have
been very different. The notable exceptions are in
Southeast Asia and South Asia. India, Lao PDR, Nepal,
and Pakistan have the largest differences in gross
enrollment ratios between boys and girls. The persistence
of these discrepancies in enrollment rates in some
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subregions requires policy interventions such as targeted
subsidies, public education campaigns to encourage
parents to enroll all their children, and school construction
programs to reduce the distance to school

The data in Tables 7 and 8 say little about quality,
however. Few topics within education policy circles
receive as much attention as school quality, but defining
precisely what constitutes quality—even before one
attempts to collect representative data across DMCs—is
difficult (UNESCO 2002). ADB has made one attempt
at defining at least the characteristics of “quality”, which
include multiple components, as follows (ADB 2002b):

• teaching methodologies designed to encourage
independent thinking;

• capable, motivated, well-trained teachers;
• appropriate, well-designed curriculum;
• effective learning materials including, but not

limited to, textbooks;
• a safe, well-maintained learning environment;
• a valid, reliable examination system;
• effective school leadership, including

instructional supervision;
• ample direct instructional time;
• adequate financing; and
• effective organizational structure and support.

Measuring and monitoring these various dimensions
are highly problematic. Measures such as sixth grade
completion and overall repetition rates, as well as
available data on the percentage of teachers with academic
credentials, provide only indirect clues about the quality

Table 7 Percentage of Population (25 and older) by
Highest Level of Completed Education, 1965, 1990/1995
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Sources: Barro, Robert and J.W. Lee. 1996. International Measures of Schooling Years and Schooling Quality. In American Economic Review,
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of what is taking place in the average classroom. Better
data are provided by international applications of
standardized tests, even if relatively few DMCs
participate. One of the largest of these undertakings is
the Third International Mathematics and Science Study
(TIMSS) conducted in the 1990s. Table 9 shows how
four DMCs compare with other countries from around
the globe. The results are impressive, as three of the
DMCs scored among the highest in fourth grade
mathematics among the 26 participating countries. These
are remarkable results that highlight how far education
has come in Korea; Hong Kong, China; and Singapore in
the last 30 years. Thailand scored lower, although it is
not at the bottom. With so few DMCs included though,
it is hard to draw many inferences from these results, but
at the same time the success of these DMCs demonstrates
how quality does not have to suffer with universal
coverage.

The degree of private participation in primary
schooling is detailed in Table 10. A number of initiatives
to increase school autonomy and parental participation
have been implemented in DMCs in the last two decades.
Privatization can be seen as an extreme form of
decentralization—but not the only way in which control
is devolved to local participants. These other kinds of
decentralization initiatives are prevalent but harder to
categorize in a region as large and diverse as the Asia
and Pacific region. Privatized participation is easier to
define, but the data are limited. Table 10 shows mainly
limited growth in privately supplied places in primary
schooling between 1980 and 1996 for eight DMCs.
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Table 8 Primary Education in Developing Member Countries

East Asia
China, People's Rep. of
Hong Kong, China
Korea, Rep. of
Mongolia
Taipei,China

Southeast Asia
Cambodia
Indonesia
Lao People's Dem. Rep.
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Philippines
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Viet Nam

South Asia
Afghanistan
Bangladesh
Bhutan
India
Maldives
Nepal
Pakistan
Sri Lanka

Central Asia
Azerbaijan
Kazakhstan
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Pacific DMCs
Cook Islands
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Nauru
Papua New Guinea
Samoa
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Tonga
Tuvalu
Vanuatu
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Gross Enrollment
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per
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Enrollment

as % of Total
(1999)

Repetition
Rate (%)a

a Most recent data available.
b Indicates the starting year, e.g., 2000 refers to school year 2000/01.
c Estimate from UNESCO Institute for Statistics.
d Refers to school year 1990/91.
e National estimate.
Source: UNESCO Institute for Statistics web site.
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CHALLENGES

DMCs face multiple challenges in
primary schooling, but do not all face
these challenges to the same extent, so
before a consideration of some specific
issues for the future, a scheme is
required to classify where the different
DMCs stand. In very general terms,
the most pressing problems in the
region are nonuniversal rates of primary
school completion and low school
quality. In some DMCs, most children
are enrolled in primary school, but
many fail to remain enrolled long
enough to complete this important
cycle. In others, there is near universal
completion but quality appears
inadequate. A few DMCs appear to
have resolved both these issues.

Table 11 classifies a number of DMCs along these
two important dimensions (coverage and quality). In the
absence of valid, comparable data on school quality the
positioning along the vertical axis is, admittedly,
somewhat arbitrary. In some cases (Hong Kong, China;
Korea; and Singapore) we know from studies like the
TIMSS that quality is high. In others (e.g., Kazakhstan)
we have no such test score data but relatively high rates
of secondary and tertiary enrollment are indicative of
quality at lower levels. For most DMCs, though, we can
only speculate about quality and, based on most studies
of the subject, conclude that it is lacking.

The classification scheme in Table 11 provides a
lead-in to the specific problems confronting DMCs. These
problems are, in some cases, partly responsible for how
DMCs are arrayed along the coverage-quality nexus. In
other cases, the problems that are identified here will
have important implications for DMCs’ ability to improve
their relative position in the future.

The Demographic Pressure

The objective of basic (primary) education for all has
been nearly achieved in many DMCs. The substantial
gains in expanded primary education enrollments already
achieved in East Asia will likely occur in Southeast
Asia in the near future (ADB 1997). As mentioned
earlier, the share and size of the school-age population
will rise in some DMCs, but decline in others. These
changing demographics mean that in some subregions,

Table 10 Private Enrollment as Percent of Total
Primary School Enrollment, Various Years
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Table 11 Classifying Primary School Systems,
Selected Developing Member Countries
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Primary School Enrollment

Primary School
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Afghanistan,
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India, Lao PDR,
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China (People's Rep. of),
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Hong Kong, China;
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Source: Author's estimates.
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Table 9 Fourth Grade Mathematics Scores, 1995
Third International Mathematics and Science

Study
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fewer places for primary schooling will need to be filled
in the future, which will free resources to address
coverage at other critical levels, and quality at all levels.
Other DMCs will have to expand the supply of primary
school places just to keep up with current enrollment
ratios. And in some cases, the challenge of meeting EFA
targets over the next 25 years is sizable, as rising
populations will only increase the demands placed on
systems that are currently unable to meet every need.

Table 12 provides a representative taxonomy of
DMCs with regard to the future of EFA targets. Once
again we see the futility of generalizing for the region,
as significant variation exists among DMCs. For many
of them, the demographic dividend will start to be felt
over the next 15 years. PRC, Kazakhstan, and Korea for
example, will see the demand for primary spaces decline
by as much as 22%. In other DMCs with universal or
near-universal coverage (e.g., Malaysia) the work that
remains in the future is minimal in terms of guaranteeing

full coverage. But in a handful of the poorest DMCs the
prospects are alarming. For example, in order to achieve
EFA by 2015, Afghanistan would have to expand current
primary school coverage by more than 10 times the
current capacity. Nepal and Pakistan would need to
achieve increases of 70–100%.

Improving Quality

Improving school quality is commonly cited by education
specialists as a necessary component of development
strategies for the future, but they provide few specifics
of how best to accomplish this. Later in this chapter this
issue is tackled in some detail, so this section touches
lightly on specific elements of teaching strategies or
curriculum. But for the primary sector in the Asia and
Pacific region there is no question that quality is a
concern. Therefore, how should DMCs approach this
issue?

Table 12 Simulated Changes in Primary School Age Population
in 2015 and Enrollment Changes Required to Meet Education for All Goals, Various DMCs

East Asia
China, People's Rep. of
Korea, Rep. of
Mongolia

Southeast Asia
Cambodia
Indonesia
Lao People's Dem. Rep.
Malaysia
Myanmar
Philippines
Thailand
Viet Nam

South Asia
Afghanistan
Bangladesh
India
Maldives
Nepal
Pakistan
Sri Lanka

Central Asia
Azerbaijan
Kazakhstan
Tajikistan

Pacific DMCs
Fiji Islands
Papua New Guinea

130,152
4,028

363

2,196
26,098

872
3,115
6,288

11,337
6,413

11,104

3,413
21,237

137,520
48

3,689
23,151

1,966

1,132
1,845

979

105
865

Total Population
6–11 in 2000

Net Primary
School Enrollment

in 2000a

Number of
Children

6–11 in School
in 2000

Forecast
Population

6–11 in
2015 Number

Change in Number of Children in
School to Achieve EFA in 2015

%

a Or closest year for which data are available.
b Net enrollment ratio not available. The gross enrollment ratio is used.
Sources: Population data taken from United Nations, Population Division, World Population Prospects: The 2002 Revision, medium variant. Net

enrollment ratios taken from UNESCO Institute for Statistics web site, except India, taken from: S. Devarajan. Making Services Work
for Poor People. World Bank. (Undated).

93.2
99.5
88.8

95.4
92.2
81.4
98.5
83.2
92.7
85.4
95.4

14.8
88.9
84.0
99.0
72.4
66.2
97.0

91.3
88.7

100.0

99.3
83.8

121,246
4,007

322

2,095
24,050

710
3,068
5,233

10,514
5,478

10,589

506
18,879

115,517
48

2,670
15,327

1,907

1,033
1,636

979

104
725

107,523
3,113

323

2,718
25,471

1,054
3,217
5,970

11,474
6,180
9,507

5,716
23,091

137,160
70

4,538
30,413

1,773

869
1,297

808

101
968

–13,723
–894

1

623
1,421

344
149
737
960
702

–1,082

5,210
4,212

21,643
22

1,868
15,086

–134

–164
–339
–171

–3
243

–11
–22

0

30
6

48
5

14
9

13
–10

1,029
22
19
47
70
98
–7

–16
–21
–17

–3
34

b
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Policy makers frequently assume that primary school
quality and coverage are competing investments. If DMC
governments have to spend more money to keep up with
population growth, then it seems reasonable that less
funding is available to recruit higher-quality teachers or
to buy learning materials, etc. In the poorest DMCs,
there is no question that demography works against
quality investments, but in general the argument that
quality must necessarily suffer as coverage expands, is
unfounded. This is an admittedly difficult proposition to
test, but one fairly recent example—provided by Ester
Duflo (2001)—shows that returns to schooling (a common
way of measuring quality) continued to increase in
Indonesia during a period of rapid expansion of primary
school coverage.

Instead of viewing school quality and universal
coverage as competing policy instruments, policy makers
may therefore be better served to view them as
complementary. It is all too easy to assume that low net
enrollment ratios are due to widespread poverty or lack
of schools. But what if poor people are simply choosing
not to invest in the available schooling option?
Investments in school quality not only raise human capital
skills, but they are also likely to stimulate more demand
for primary schooling and more attendance on the part of
the clients (Bedi and Marshall 2002). In addition, by
expanding the supply of additional levels of schooling,
policy makers can increase household demand for primary
education (Lavy 1996).

High rates of repetition are commonly cited as
indicators of low school quality. Just as many children
desert schools where they perceive few benefits, grade
repetition may result from children making little effort or
from low home “production” (Carnoy 1995a). But there
is also likely to be a systemic component to grade
repetition, as shortages of spaces in higher grades within
the primary school cycle, or at additional levels (middle,
secondary, etc.), place pressure on lower levels (Carnoy
2000a, Marshall in press).

In other words, the analysis of the quality of a given
level of schooling must consider the function of that
level of schooling. In DMCs with relatively high rates of
secondary and tertiary schooling, the primary school is
seen simply as a preparation stage for additional “critical”
levels of schooling. But when the primary level is where
most desertion takes place, the importance of addressing
not only the quality provided at this level but also its
function in the education system as a whole takes on
added significance.

Increasing Equity

Equity is still a concern in the Asia and Pacific region,
but with the expansion of primary schooling in recent
decades the equity issue has, to some extent, been shifted
to middle and secondary schooling. This will be looked
at again in the next section.

However, even when primary school coverage
reaches 100% of the target population, it is possible to
have problems with equity. For example, gross enrollment
ratios can be misleading about grade attainment, as the
really important data point is the completion of the
primary cycle, which allows the individual to continue
in the system. When the analysis is shifted from whether
or not primary-age children are enrolled to whether or
not they complete the primary cycle, the picture changes
considerably in some DMCs. Even in DMCs with near-
universal rates of primary school completion, children
from poorer backgrounds may require more time to
complete the cycle and hence may be entering the next
cycle (if they enter it at all) at a disadvantage.

With ever-increasing levels of primary school
coverage and completion rates, it does not appear that
household demand for education is particularly sensitive
to the price of schooling, especially in comparison to
higher levels. In the poorest DMCs (Afghanistan, India,
Pakistan, etc.) there are clearly households that cannot
afford even basic schooling for their children; but these
are more commonly the exceptions in the region. But
how free is “free” primary education? Even when
education is “free” and publicly provided, there are costs.
Families must often purchase uniforms, materials,
transportation to and from the school, as well as pay fees
to schools for exams and enrollment. Opportunity costs
are also very real, as the time young people spend in
school may reduce the amount of time they can spend
working in the fields or at home. With each school level
these costs increase, and the burdens placed on lower-
income families may become prohibitive.

Further, high rates of gross enrollment and even
primary school completion rates may mask differences
in the quality of primary school human capital formation.
For example, recent household survey data from
Tajikistan show that most children from all five wealth
quintiles are enrolled in primary school. But access to
school materials, quality of facilities, etc. are
differentiated by socioeconomic group (Figure 1). This,
in turn, implies that while students from different
backgrounds may be receiving the same amount of
education (i.e., completing primary schooling), the skills
they are accumulating may not be equal.
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The quality issue is particularly relevant as returns
are rising to higher levels of schooling in an increasingly
global economy (see next part of the chapter). If more
sorting is taking place at the primary level, as parents
seek out the best public schools or shift their children
into private schooling, then once again universal coverage
may mask important differences in accumulated skills.

Finally, the issue of gender equity continues to be a
focal point in some DMCs. With regard to actual
enrollment, this issue is largely confined to a handful of
DMCs that have noticeable differences in enrollment
ratios by gender. But just as gross enrollment data and
even primary school completion rates can mask
differences between social classes, these same indicators
can hide important differences between males and
females. The differentiation that occurs at higher levels—
especially tertiary—with regard to major area of study is
likely to have its roots in the earliest levels of schooling.
So policy makers must be on guard to address cultural
factors that work against female human capital formation
even as their share of enrollment is equal (Box 4).

SECONDARY EDUCATION

With growing numbers of primary school graduates, the
critical level of schooling is shifting in many DMCs to
secondary schooling. The challenges that face this sector
are similar to those for primary, although some issues
(such as equity) are likely to be more pressing at this
level. Table 13 shows how gross enrollment ratios have
evolved over time together with the percentage of
secondary schooling devoted to vocational education.

Table 14 presents the current status of secondary
education for the region. The figures are similar to those
presented in the previous section for primary schooling.
The Central Asian republics and East Asia have the
highest rates of coverage, followed by Southeast Asia,
and South Asia. Predictably perhaps, the lowest
enrollment ratios are found in the poorest DMCs, and
there is more overall variation in secondary enrollments
compared with primary schooling. This has important
implications for equity at what is becoming, for most
DMCs, the critical level of schooling for determining
human capital and opportunities on the labor market.
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Figure 1 Tajikistan: Access to and Assessment of School, by Wealth Quintile (1 = poorest)

Source: State Statistics Commitee of Tajikistan, Living Standards Monitoring Survey 2002.
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Tables 13 and 14 show that there has clearly been an
expansion of secondary schooling in the region in the
last 20 years. For South Asia and Southeast Asia, the
growth has been especially notable, and has coincided
with large increases in primary school completion rates.
Understanding the symbiotic relationship between
primary and secondary schooling, as between any two
contiguous levels of schooling, is an important component
of education policy. It may be too easy to conclude that
the growth in secondary enrollment during the last 20
years has resulted simply from more students completing
primary schooling. Instead, by placing more emphasis
on secondary schooling (building more schools, etc.),
policy makers in the region have no doubt increased
demand for primary schooling. It is impossible, of course,

to disentangle the extent to which the growth in secondary
schooling is attributable to changes in supply and demand,
but the important point to note is that the direction of
influence does not automatically flow from the lower to
the higher level. Changes in higher levels of schooling
can influence completion rates in lower levels.

However, even as secondary enrollment expanded
and completion rates in primary schooling increased, the
completion problem in many DMCs has shifted to the
secondary level. Completion rates, available for only
some DMCs, suggest that except for Korea, Malaysia,
Philippines, Singapore, and the former Soviet Central
Asian republics, the high dropout rates in secondary
education are an important feature of this level of

Box 4 Gender Equity in Pakistan

Pakistan is often cited as a country with low levels of gender equity in educational opportunity. The
ramifications of this issue may be serious in the future, given the important roles women play in raising children
and ever-increasing rates of female participation in the labor market. With household survey data it is possible
to deepen this analysis and consider both the underlying causes of gender inequality and more specific measures
of the scope of the problem. Box table 1 shows the percentage of Pakistanis who have ever enrolled in school
by gender and age. The schooling histories of adults are noticeably different, and confirm the existence of gender
inequalities in Pakistan. The results however reveal that gender differences have been reduced over the years.
The differences by age group are thus indicative of what appears to be an improving landscape regarding gender.

Box table 2 sheds some more light on the
underlying causes of gender differences in
enrollment ratios in Pakistan by summarizing the
responses of parents about the main reason why
their school-aged children were not enrolled in
school at the time of the 2000/01 survey. Box
table 2 confirms that cultural reasons explain a
large part of the reason why females are less likely
to be enrolled.

Box Table 2 Main Reason for Not Enrolling
Children 7–12 in School, Pakistan (%)

32
7

11
26

3
0
1

19
100

School too expensive
Parents/elders do not approve
School too far away
Child not willing
Had to help with work/at home
No female staff at school
Education is not useful
Others
Total

Source: Pakistan, Federal Bureau of Statistics, Integrated
Household Survey, 2000–01.

Gender

Boys Girls

26
26
16

9
4
4
1

13
100

Reason

Box Table 1 Percentage of People Ever Enrolled in School,
by Age and Gender, Pakistan, 2000/01

Boys
Girls
Ratio Girls/Boys

67
55

0.81

7

Age in Years

Source: Pakistan, Federal Bureau of Statistics, Integrated Household Survey, 2000–01.

8 9 10 11 12 13–17 18–29 30–39 40–49 50–59 60+

75
59

0.79

76
65

0.87

80
58

0.73

85
65

0.77

78
58

0.74

81
58

0.72

75
43

0.58

61
26

0.43

56
19

0.34

48
11

0.22

31
4

0.13
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Table 13 Trends in Gross Enrollment in Secondary and Vocational
Education as Percentage of Total Secondary, 1980–2000

93
110
105

46
64
78

8
21
29
42

55
12
…

10
19
30
22
14
55

29
48
64
60

Kazakhstan
Kyrgyz Republic
Uzbekistan

China, People's Rep. of
Hong Kong, China
Korea, Republic of

Cambodia
Lao PDR
Thailand
Viet Nam

Fiji Islands
Papua New Guinea
Samoa

Afghanistan
Bangladesh
India
Nepal
Pakistan
Sri Lanka

Indonesia
Malaysia
Philippines
Singapore

Source: UNESCO, Education Statistics, various years.

Vocational Education
(% of Total Secondary)1980 1999/2000

Secondary Gross Enrollment (%)

Total Female Total Female 1980 1995/1998

93
108

94

37
65
74

5
16
28
40

57
8

…

4
9

20
9
8

57

23
46
69
60

87
83
…

63
…
97

17
36
79
65

…
21
76

…
54
50
54
39
72

55
99
76
…

87
84
…

60
…
97

12
29
80
61

…
18
80

…
56
40
45
32
74

54
104

79
…

11.8
8.1
7.7

2.1
6.6

20.5

…
2.2

15.6
0.0

5.5
0.0
1.3

8.8
1.0
1.3
…

1.5
1.0

10.7
1.8
0.0
7.4

8.2
6.0
6.5

15.0
3.0

20.2

…
1.1

18.0
2.6

5.2
10.2

0.0

0.0
1.0
1.1
…

1.1
0.0

12.7
2.7
0.0
3.9

education in DMCs. Reducing these rates requires a
rethinking of the function of this education level.
Secondary education is steadily becoming “massified”
in Asia. Even lower-end enrollment DMCs, such as
Indonesia and those in South Asia (excluding Sri Lanka),
now have gross enrollment rates of about 50%.

Several issues emerge. The first is the structuring of
the curriculum in mass secondary education. In many
DMCs, traditional secondary education caters only to a
small elite of students in general secondary schools
preparing for university, plus a group of students in
vocational education preparing for specific types of jobs
in the industry and services sectors. Mass secondary
education is a continuation of primary school, providing
general academic and life skills to a general population
of young people.

The second issue in DMCs with a high share of
private secondary education is whether this is an
appropriate mode of financing for providing general
education to all young people at this level. Table 15
presents the share of private participation in secondary
schooling between 1980 and 1996 for eight DMCs. The

data that are available are limited, so sweeping
conclusions are not warranted. But in contrast to primary
schooling, where a slight increase in private participation
is found for some DMCs, the general trend in secondary
schooling (for these DMCs) is toward contraction. This
is unsurprising, as increasing demand for higher levels
of schooling necessarily increases public pressure on
public institutions to provide more spaces—preferably
free of charge or at limited expense to the client. Of
course, private management of education does not
necessarily mean private financing. It is possible to
publicly finance privately managed education through
vouchers, for example. However, it seems that except
for Singapore, the trend is for DMCs that are rapidly
expanding secondary education to increase public
provision. The impact of the Asian financial crisis of
1997 somewhat reinforced this process in the most crisis-
affected countries of Southeast Asia. Higher
unemployment lowers income forgone and increases
demand for education. At the same time, lower economic
growth rates reduce demand for private schooling. This
suggests expansion of public secondary education, but
not private.



26 Key Indicators of Developing Asian and Pacific Countries

Table 14 Secondary Education in Developing Member Countries
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…
12
12
…

12
13
11
12
10
12
12
12
11

13
11
13
12
13
11
10
10

10
11
10
11
11
10

11
12
12
12
12
12
13
11
12
…
11
12
12

East Asia
China, People's Rep. of
Hong Kong, China
Korea, Rep. of
Mongolia
Taipei,China

Southeast Asia
Cambodia
Indonesia
Lao People's Dem. Rep.
Malaysia
Myanmar
Philippines
Singapore
Thailand
Viet Nam

South Asia
Afghanistan
Bangladesh
Bhutan
India
Maldives
Nepal
Pakistan
Sri Lanka

Central Asia
Azerbaijan
Kazakhstan
Kyrgyz Republic
Tajikistan
Turkmenistan
Uzbekistan

Pacific DMCs
Cook Islands
Fiji Islands
Kiribati
Marshall Islands
Micronesia, Fed. States of
Nauru
Papua New Guinea
Samoa
Solomon Islands
Timor-Leste
Tonga
Tuvalu
Vanuatu

b

b

b

b

b

b

b

b

b

b

b

b

b

Lower

Entrance Age

a Indicates the starting year, e.g., 2000 refers to school year 2000/01.
b Estimate from UNESCO Institute for Statistics.
c Data refer to school year 1990/91.
Sources: UNESCO Institute for Statistics web site;

World Bank, Edstats web site;
Country sources.
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3
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2
3

…
4
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3
…
3
2
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3
3
3
4
2
1
3
3
3

3
2
2
3
2
2
2
3

2
2
2
2
2
2

4
3
2
4
4
2
2
5
4

…
2
2
4
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…

94.1
61.1

…

18.7
57.0
37.6
70.3
38.6
77.3

…
81.9
67.1

…
45.7

…
48.7
55.3
50.6
24.1
72.1

80.2
88.5
85.6
78.5

…
…

60.2
36.0

…
…

132.2
53.9
21.1
75.5

…
…

99.6
78.3
28.3

65.9
75.0
94.1
55.2
98.1

23.8
57.6
43.6
66.9
39.6
73.8
75.7
84.0
70.1

32.1
44.6
11.0
56.7
53.4
57.5
28.7
69.8

80.0
89.8
85.5
85.7

112.3
99.6

58.0
37.0
42.0
47.0

127.4
52.3
23.7
72.6
30.0

…
96.6
83.1
30.7

59.5
79.0
94.1
67.2

100.5

13.5
56.4
31.3
74.0
37.5
80.9
74.7
79.9
64.0

11.6
46.9

9.0
40.1
57.2
43.2
19.3
74.5

80.3
87.1
85.8
71.2

111.7
88.7

62.5
35.0
47.0
51.0

137.2
55.6
18.2
78.7
18.0

…
102.9

73.1
25.7

17.1
…

21.0
21.1

…

19.6
14.3
22.7
19.4
30.8
36.4
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21.0
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8.0
11.9
13.7
15.5

…
…

…
…
…

21.6
29.6

…
22.2
19.9
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The third issue is the role of vocational education in
this broader expansion. Vocational education expansion
is one means to include students from a lower
socioeconomic background in a less academic and more
practical form of secondary education. It also dampens
expectations of attending university, so reducing pressure
for higher education expansion. But vocational education
has a drawback in the new global economy. It has
traditionally trained students in specialized skills that
become obsolete if not put to use immediately. In most
DMCs, the share of secondary places devoted to this
sector is small and declining. Some notable exceptions
are PRC, Korea, and Thailand. The PRC pushed
vocational education in the 1980s (and 1990s) as a means
of reducing demand for tertiary education (Bianchi,
Carnoy, and Castells 1988). For Korea and Thailand, the
resiliency of the sector may be attributable to rapidly
growing industrial labor markets in the 1990s.

Many governments originally had high expectations
for vocational training, which was expected to attract
foreign investment, reduce the burdens on higher
education, provide firms with skilled labor, ensure rapid
growth in strategic sectors, and reduce poverty and
inequalities. But some analysts affirm that vocational
education is largely ineffective and expensive (World
Bank, undated). In general, the evidence is mixed on the
relative return to vocational versus general secondary
education. Much depends on traditions in particular
societies and on relations between employers and
schools.8

“In response to trends toward industrialization and
use of technology, DMCs frequently invest in vocational
and technical schools. […] A variety of studies indicate
that publicly-provided technical-vocational education
systems generally have had a weak record in meeting
employer demands (ADB 2001a, pp.93–94). “Vocational
training has often been used to reduce enrollment
pressures on academic secondary school tracks. It has

been widely regarded as a low-cost alternative for weaker
students, and has not necessarily prepared students for
the skill demands of modern sector work. International
evidence points to weak alignment of skill preparation
with labor market needs, limited effectiveness of training,
and high costs. The time spent on vocational and technical
education is sometimes criticized for diverting time from
language and computational skill development that might
position graduates better for employment in the modern
sector” (Chapman 2002, p.17).

Both the increasing trend in secondary coverage and
the decreasing trend in vocational education are likely to
continue in the future. Increasing returns to secondary
and tertiary education are responsible, to some extent, in
both cases. As enrollment at a given level of schooling
expands to approach universal attainment, the value of
completing that level as a “credential” is reduced. In
other words, there may be an upward ratcheting in the
level of formal schooling needed for access to economic
and social benefits, and in the minimum attainment
required for pursuing more advanced degrees. This works
against vocational training, which may be viewed as too
narrow a training regime for success in today’s labor
markets and is likely also to represent a terminal level of
schooling (i.e., no access to tertiary). Nevertheless, in
societies where graduates of technical secondary schools
are highly regarded and there is a tight relationship
between technical education and industry (as in the PRC,
for example), vocational education works well.

CHALLENGES
Expanding Coverage

The success in achieving high rates of primary education
will continue to increase the pressure for government-
led expansion of secondary education (ADB 1996). One
potential implication is a reallocation of resources to
accommodate this surge. “Primary education, which has
been the centerpiece of considerable government support
and international assistance, will see its resource base
level off as the focus of capital and recurrent expenditures
shifts to the next level up the system” (Chapman 2002,
p.17).

The challenge for most DMCs is expanding coverage
for the poorest members of society, conditional on them
completing primary school. As young people enter this
age cohort their time becomes more valuable, and the
combination of increasing opportunity costs and direct
costs at higher levels works against poor people. This
highlights the necessity of a public commitment, and is
reflected in the decline of the private share of secondary
school places.

Table 15 Private Enrollment as Percent of Total
Secondary School Enrollment, Selected DMCs,

Various Years
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…
48
28
…
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Bangladesh
Indonesia
Korea, Republic of
Malaysia
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Sri Lanka
Thailand

Source: UNESCO, World Education Reports 1993 and 2000.
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50
41

4
36
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3
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6

8 For a comprehensive review of these issues, see International
Journal of Manpower, 1997, Vol. 18, No. 1/2.



28 Key Indicators of Developing Asian and Pacific Countries

For many of the DMCs that have made the biggest
gains in expanding secondary coverage, the trend is
likely to be aided by demographics. The share of children
in the age group is declining, and for a handful of DMCs
the number of places they need to make available may
actually decline. In most DMCs, it will be necessary to
continue expanding coverage, which should be aided by
increasing numbers of adult workers in the economy and
a slowing of primary school age population growth. For
those DMCs that will continue to face challenges in
achieving universal primary school coverage, the
difficulties of making quick progress on the secondary
school supply front are likely to be considerable.

Increasing Equity

Part of expanding access necessarily involves improving
equity. But how unequal is the current distribution of
secondary schooling? The data presented in Table 13
generally show similar rates of enrollment between males
and females. But what about by socioeconomic class?
For most DMCs, it appears that significant differentiation
exists by income group. This can be expected, and mirrors
the situation that these DMCs faced a generation (or
two) earlier in primary school.

Table 16 shows how much work remains in the
region to expand secondary school access to the poorer
segments of society. Although these data are only for
four DMCs, they cover a diverse group and are likely to
be representative of the challenges facing most DMCs
trying to expand the secondary level. For example, in
Indonesia, those children from the lowest wealth quintile
are less than one third as likely to be enrolled in secondary
school as those from the highest. The pattern continues
for Nepal and the Philippines, where the probability of
being enrolled increases steadily as an individual moves
up through the quintiles. The gender differentials for

Indonesia and Nepal are also suggestive of potential
challenges in the future with regard to equity. The poorest
households appear to favor male schooling at this level,
although the same is not true in the Philippines, where
girls are much more likely to be currently enrolled.

Improving Quality

Improving school quality at all levels is a constant
challenge (Box 5). For DMCs, the challenges in
secondary schooling are multifaceted. One is
informational in nature, and refers to the need to collect
valid data about school quality. Policy makers are
continually looking for the lowest-cost solutions to raise
both academic achievement and grade-completion rates,
but this requires information. Public entities that collect
data on schools and schooling processes serve an
important focus. Participating in international studies of
achievement, such as the Third International Mathematics
and Science Study (TIMMS 1995 and 1999) and the
Programme for International Student Assessment 2000,
is another way to collect these kinds of data. The results
of these assessments show that Hong Kong, China;
Korea; Singapore; and Taipei,China are top performers
in mathematical and scientific literacy, and that Malaysia
is above average (also see Table 23, below). Other
participating DMCs (Indonesia, Philippines, and
Thailand) are ranked significantly lower (TIMSS 1995
and 1999, OECD/UNESCO 2003).

Another challenge is that secondary schools will
have to adapt to changes in labor markets, as the kinds
of skills that are required in today’s global workplace—
where many DMCs have successfully inserted
themselves—are constantly changing. A related challenge
will be to prepare more students for enrollment in tertiary
education, the rate of which is already increasing in
some DMCs and will almost certainly rise in most others.

Table 16 Percentage of Secondary School Age Students Currently
Enrolled in Secondary School, by Gender and Wealth Quintile, Various Years
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(11–16)

Source: ADB computations from demographic and health survey data, available: http://www.measuredhs.com.
Wealth quintiles are defined based on household's asset ownership.
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Box 5 School Quality in the Republic of Korea and Thailand, Eighth Grade

The need to address school quality is a recurrent theme in education policy circles worldwide. But what
factors matter the most? The answer to this question has proven elusive to some extent, especially considering
the need to conduct context-specific analysis that considers the effects of policy levers at the local level. One
method of weighing the factors that matter most is to use internationally comparable data, such as the TIMSS
data. The box table presents some data from their 1999 application of math exams. The Republic of Korea scored
second in the sample of 38 countries, and has very little variation within the sample, whereas Thailand was 27th

and is notable for a lot of differences within the sample. So this makes it possible to compare factors that appear
to predict test scores both across national boundaries and within.

The results in the box table
provide some clues about
differences in school quality.
Korean teachers are generally
better educated and are
interrupted less frequently in
class. But they are not more
experienced and do not work in
classes with fewer students. The
Korean schools are also better
equipped, and clearly serve a
better educated client base. Do
these variables account for the
large differences in achievement
between Korean and Thai
students? Probably not. This in
turn highlights the challenge of
identifying the teacher and
teaching characteristics that
matter the most.

Box Table Schools and Teachers' Characteristics for the Lowest
and Highest 25% Peformers in Mathematics at Eighth Grade,

Republic of Korea and Thailand, TIMSS 1999

Teacher Experience
Teacher Education:

Has Only Secondary
Has MA or Higher

Frequency Teacher:
Uses Tests
Uses Worksheets
Is Interrupted

Average Class Size
Number of Computers
Internet Access (% Yes)
Average Parental Educ.

Republic of Korea

MA = master of arts.
Notes: Teacher experience measured in years. Frequencies of actions and average

parental education are ordinal measures. Number of computers refers to total
in school.

Source: TIMSS 1999, available: http://timss.bc.edu/timss1999.html.
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TERTIARY EDUCATION

Higher education in the information age will play a
greater role in preparing Asia’s labor force than in the
past. Some analysts have argued that the economic return
to higher education is rising because of the shift to
science-based industry and services worldwide (Carnoy
2000b), but also because of the very nature of economic
and education expansion (Carnoy 1972). This seems to
have been borne out by the empirical data. The economic
returns to higher educated labor, particularly in rapidly
industrializing economies, are rising relative to
investments in secondary and primary school (Mingat
and Tan 1996, Ryoo et al. 1994).

Many DMCs expanded higher education enrollment
rapidly in the 1980s and 1990s in response to this trend,
but not all. Hong Kong, China; Korea; Philippines;
Singapore; and Thailand all now have relatively high
levels of the age cohort enrolled in tertiary education,

though DMCs such as Singapore still have a surprisingly
low percentage of the labor force older than 25 with
university education. The Central Asian republics also
have relatively high tertiary-level enrollment rates,
although the high-quality education system developed
during the Soviet era collapsed in the early 1990s in
terms of curricula offered and physical infrastructure.
However, many major players in the new world economy
have low levels of tertiary enrollment even among the
young. For example, Bangladesh, PRC, India, Indonesia,
Malaysia, Pakistan, and Sri Lanka, to name just those
heavily involved in the global economy, have traditionally
underinvested in higher education and relied on high-
quality secondary schooling to supply productive labor
for economic growth. Even though they are gradually
expanding higher-education enrollment, they continue
to lag behind.
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Table 17 Tertiary Education in Developing Member Countries
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b Estimate from UNESCO Institute for Statistics.
Sources: UNESCO, Institute for Statistics web site (for Gross Enrollment Ratio);

World Bank, World Development Indicators 2002 (for Science and Engineering Students).
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to develop new kinds of institutions of this type. Finally,
higher distance learning institutions are important in
some DMCs.

This pattern of “horizontal differentiation”
characterizes many DMC university systems. Korea,
Indonesia, and Philippines, all have more than 60% of
their higher education enrollment in private institutions
(World Bank 2000). Malaysia had only 10% of its higher
education students attending private institutions in the
early 1990s, but decided, in the middle of the decade, to
expand higher education enrollment by subsidizing
private institutions, mainly those based on twinning
arrangements with Australian and United Kingdom
institutions.

Table 18 shows that the percentage of students and
graduates in natural sciences and engineering has
remained stable in most DMCs in proportion to the total
number of tertiary students. DMCs generally do well in
producing scientists and engineers. Several East Asian
economies, such as PRC, Korea, and Singapore, tend to
train a very high share of their students in science and
engineering. Korea’s enrollment in sciences and
engineering faculties in the mid-1980s to the mid-1990s
stayed at about 35% of total university enrollment. The
PRC’s enrollment in science and engineering fluctuated
at 40–50% in the 1980s and 1990s.

It makes sense that those DMCs with a high and
rising fraction of their labor forces in manufacturing
would have an increasing demand for engineers. Other
DMCs have closer to one fourth of their tertiary
enrollment in science and engineering.

Table 17 provides an overview of tertiary education
in the region. The data are somewhat sparse at this level
compared with primary and secondary levels. Wide
regional disparities are evident, as rates are relatively
high in the Central Asian republics and very low in
South Asia and some DMCs in Southeast Asia. Some
DMCs—especially Korea, Philippines, and Thailand—
have relatively high rates of coverage. In general, more
men are enrolled than women, though this too varies
considerably on a country-by-country basis.

Currently, DMC universities generally fall into two
types: prestigious public and private universities that
admit most of the “good” students coming out of
secondary schools; and a range of other institutions,
mainly public in some DMCs and private (for profit and
nonprofit) in others.

The proportion of private enrollment at the tertiary
level has increased in almost all DMCs over the past 20
years. The increase occurs (i) because of flight from
prestigious public universities that have grown large,
have lost some of their elite quality, and have become
less secure; and (ii) because of enrollment expansion
into low prestige “overflow,” for-profit universities that
absorb many of the students who cannot gain access to
public universities. DMCs, more than countries in other
regions, engage in “twinning” arrangements with
universities elsewhere, mainly in Australia.

In addition, tertiary education includes nonuniversity
institutions, usually polytechnics, as well as higher normal
schools for training teachers. Such nonuniversity
institutions have expanded rapidly in the past 20 years.
Some DMCs have focused considerable energy in seeking

Table 18 Percentage of Higher Education Students, Graduates, and Women in
Natural Sciences, Engineering, and Agriculture, 1996, Selected DMCs
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Sources: UNESCO Statistical Yearbook and World Education Report, various years.
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remedial education to many students who have had
inadequate basic mathematics and language skills
preparation in primary and secondary education. This
may seem illogical, given the apparent higher costs per
student in higher education compared to secondary. But
radically changing the nature of primary and secondary
education to increase how much middle- and lower-
income students learn there may be even more expensive,
since it involves many more students, may require
attracting a much more highly qualified younger teacher
corps (at very high cost), or adding high-quality after-
school programs.9 Furthermore, higher education will
end up incorporating more and more students even if the
average quality of primary and secondary education does
not improve, as history has shown. Unless the higher
education system is willing to confront the new
composition of its student body with new policies, as the
secondary education system has had to confront its new
realities, higher education will gradually deteriorate
(World Bank 2000).

Asian governments have not responded to the
increased pressure on the university system to expand by
investing in remedial education. Rather, lower-income
and generally less well-prepared entrants have either
been absorbed in new, lower-quality higher education
institutions, often private, or in public and private
nonuniversity postsecondary technical schools, or have
been admitted to large public universities with new,
high-quality public and private universities created for
students from a higher socioeconomic level.

Financial constraints on increased public spending
for education have pushed DMCs to expand higher
education by allowing for the rapid growth of private
universities, often at least partly financed by Ministry of
Education subsidies to students. Most of these students
are not academically gifted enough to secure a place at
the top public universities, so a private one, even with its
high fees, is their best hope. Many commercial, private
universities tend to be diploma mills, serving students
from lower-income families. The return to private
university students is generally lower than the return to
those who attend more prestigious public universities.

Many DMCs are not doing particularly well in
including young women in their science and engineering
graduate pool. The PRC, Indonesia, Korea, and Malaysia
all have relatively few women attending science and
engineering faculties.

The PRC, which had to make up the time lost in “the
Great Leap Forward” and the Cultural Revolution when
the Government emphasized primary and secondary
schooling but neglected university education, has had
great difficulty expanding higher education (ADB 2003).
With only 6% of the age cohort in higher education, and
40% in science and engineering, only 2.4% of the age
cohort is preparing itself in these fields.

The other crucial point, of course, is the quality of
the science or engineering instruction that students in
these various DMCs get. Young people in Hong Kong,
China; Korea; Singapore; and Taipei,China do much
better than students in other DMCs—and better than
students in many industrial countries—in mathematics
at the secondary level (Table 23, below), and therefore
should be able to be trained more easily in science and
engineering subjects at the university level.

CHALLENGES
Quality of Higher Education

Globalized demand for certain types of higher-level
skills puts upward pressure on the returns to higher
educated people around the world, particularly in those
economies more closely tied to the globalization process.
Estimated rates of return in DMCs such as Hong Kong,
China (Chung 1990); India (Asaoka 2003); Korea (Ryoo
et al. 1994); Malaysia; and Singapore—as well as a
number of Latin American and Organisation for
Economic Co-operation and Development countries—
show that returns to university education are often as
high or higher than to either secondary or primary
education. Furthermore, some of these same studies
measured returns for several different years in the 1970s,
1980s, and 1990s, and suggest that returns to university
have risen relative to returns to primary and secondary
education. Rising returns to higher education, relative to
lower levels of schooling, also characterize many
countries where measured returns to investment in
university remain lower than to investment in primary
and secondary education.

Rising returns to university place pressure on
universities to accommodate more students. Universities
will be absorbing an increasingly broad base of the
youth population, which may mean that in order to
maintain even current quality, they will need to provide

9 Assume, for example, that 80% of the age cohort attends the
first year of upper secondary education (say, 10th grade), and
that three fourths of those students need considerable additional
investment (say 50% more spending per pupil for 3 years) to
raise their performance significantly. Assume further that only
30% of the age cohort attends the first year of university, and
that one third of those students requires 50% additional spending
per pupil to make it through to the end of the year. If public
spending per pupil is three times as high in university as in upper
secondary education, these assumptions would result in a 15%
increase in education spending providing remedial education at
the university level versus a 30% increase in spending if provided
at the secondary level, each for 3 years of additional spending.
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The “practical” solution to expanding the tertiary
system without lowering the quality of public tertiary
education seems to be to privatize higher education in
some form. Privatization allows for expansion without
reducing spending per student in the higher-cost
institutions, and allows for maintaining quality without
devoting more public resources to the higher education
system at the expense of increasing spending in primary
and secondary education. Yet the main way privatization
has been achieved creates a dual system, with lower-
income students bearing most of the cost of the

A newer form of postsecondary education, often
private, is distance education using computer technology.
Whereas a number of studies suggest that the amount
that students learn in distance education courses matches
classroom education, the cost-effectiveness of such
education may well be less than classroom education if
employers put little value on distance learning degrees.

One way to compare university systems and to secure
some idea of their quality is to estimate graduate/
enrollment ratios. Cohort data are hard to obtain, but

privatization, since they are the ones attending (low-
quality) private, higher education institutions. Charging
fees to or taxing higher-income students is politically
difficult, even though this is the most just and
economically efficient way to improve quality. Charging
fees might improve higher education by making more
total resources available and by pushing students to
complete more quickly, but it might also have the opposite
effect.10 The Indonesian and Philippine higher education
systems do no better in their finishing rate than other
DMCs that are mainly publicly funded.

10 Unfortunately, this issue has not been tackled empirically, and
the data are lacking to measure the extent to which fees may
affect completion time.

these ratios can be approximated if they are
estimated in the same year. This underestimates
the ratio because enrollment is increasing over
time, and it underestimates the ratio more for
DMCs with more rapid enrollment growth. Even
with these biases, comparing ratios suggests that
higher education systems in DMCs vary greatly
in their capacity to bring students to graduation.
This may be the result of little accountability in
the system or high opportunity costs that drive
students to work while in university and to prolong
their completion of studies (Figure 2).

Some analysts have identified declining
spending per student, as enrollment expanded in
the 1980s and the early 1990s, as the cause of
low quality in developing country universities
(World Bank 2000). Figure 3 suggests that some
DMCs, such as Malaysia (and Singapore, not
shown, that spent more than $10,000 per student
in tertiary education in 1997), spend relatively
high amounts of public money per university
student, whereas in the highly privatized
systems—such as those of Bangladesh, India, Korea, or
Philippines—public spending per student is relatively
low. However, this is a much better measure of public
effort than quality since we do not have data on private
spending per student.
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how to develop closer links between research-based
universities, publicly supported research centers, and
private industry. Most of these links will be through the
research-trained graduates of universities working outside
universities, and the increased demand by industry for
research-trained students. It is these research and
research-training networks that form the basis of
innovative, information economies.

A second problem is that there is a well-documented
negative effect on professorial commitment to teaching
when faculty hiring and promotion are based mainly on
research output (Massy 1996). Nevertheless, research
universities are important to overall innovation, both in
carrying out basic research that does not have immediate
applicability in private and public enterprises, and, more
recently, even in “frontier” research that has almost
immediate potential for profitability (in biotechnology
or computer science, for example), as well as training
graduate students for research in industry. Because of
this importance, DMC governments need to think about
how to support research and research-based training at
major universities.

Income Equity Issues

Higher (and rising) returns (both private and social) to
higher education mean that those who get that education
benefit more from their investment in education than
those who stop at lower levels of schooling. In most
DMCs, those who get to higher levels of schooling are
also those from higher socioeconomic backgrounds. So
not only do those families with more affluent
backgrounds have more capital to start with, in these
circumstances they receive a higher return to their
investments.

There has been considerable debate in the economic
literature about the relationship between income
distribution and the returns to higher levels of schooling.
In recent years, the debate has been couched in terms of
the effect of technology on the relative demand for skilled
and unskilled labor and its consequent effect on the
distribution of earnings (see Carnoy 2000b, for a review
of this debate). Most economists argue that new
technology has increased the demand for skills and that
this is a major cause of greater income inequality in both
industrial and developing countries. But there is a strong
counterargument that much of the increase in income
inequality in the past 20 years, in countries such as the
US or United Kingdom, has been the result of incomes

Increasing Competitiveness

Expansion and reform of tertiary education will help
make DMCs increasingly competitive in a rapidly
changing global economy. From this perspective, tertiary
education in DMCs will have to focus on:

• forming a well-trained cadre of scientists and
engineers;

• increasing the general knowledge base and
achievement levels in language skills and mathematics
of the labor force as a whole, i.e., develop the problem-
solving capacity and flexibility needed for a range of
production and service jobs; and

• serving as a locus of research and development
activities linked to private and public sector enterprises
and regional economic development programs. Research
and development could also link to training science and
engineering cadres.

Higher education plays a crucial role in technology
transfer and development at two levels. First, it has the
capability to develop the production and management
skills required to utilize and organize the new technology;
therefore, higher education is important to the technology
transfer process in those industries that use and produce
information technology. Second, with the spread of
science-based industries, the university is the site that
can combine the basic research needed for the advance
of such industries with the training of researchers and
appliers of research for industry.

Are DMC universities and other tertiary education
institutions organized to undertake these tasks? Despite
the potential difficulties for DMC universities to convert
from traditional bases of elite formation, a number of
them have managed to become centers of research and
research-based training, at least in certain university
faculties.

However, if DMC universities are to flourish they
need to overcome two main constraints. One problem is
that universities do not do well alone. Their success as
research-based training institutions relies heavily on the
existence of research-oriented industries willing to
employ a significant number of the products of this
scientific training in research-based activities. This was
the case with the 19th century German universities and
that country’s chemical and pharmaceutical industries; it
was also the case with US universities and rapidly
growing US agro-industries, chemicals, transportation,
and other manufacturing sectors in the 20th century, but
it is not the case in most DMCs in the early years of the
21st century. Governments therefore have to consider
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• The “Korean/Japanese model,” in which the
students who do best in secondary school and in the
entrance test for admission to university, generally attend
relatively high-cost public universities. Other high-
scoring students attend a small number of prestigious
private universities. Only a minority of students attend
public universities and other public tertiary institutions,
and the majority attend private universities and other
postsecondary institutions, with much lower cost per
student than the public tertiary institutions. After the
mid-1990s, Malaysia adopted a version of this model.
The Malaysian Government promoted the expansion of
private universities, many of them twinning with
Australian and United Kingdom universities.

• The “Chinese model” in which all universities
are public, but students must increasingly pay fees and
universities are pushed to go into private business to
raise money directly. (In Singapore, students also pay
fees amounting to about 20% of the cost of university
education.) This cost-recovery model keeps tertiary
education in the public sector but attempts to “tax”
families for using public higher education.

• The “Philippine model” in which a very high
proportion of all students (at least 80%) pay for their
higher education directly in private institutions of widely
varying quality.

All of these models are characterized by a limited
number of reasonably high-quality universities with both
undergraduate and graduate education, where staff are
expected to do research and research is supported with
government funds. In all the large DMCs but the PRC,
some of the universities are public and some are private.

The main advantage of the traditional model is that
it allows for greater access for all students to
postsecondary education (the highest income students
still tend to get into the better universities) because
universities are essentially free. But this is offset by two
main disadvantages: (i) the quality of the main universities
depends entirely on public funding, so any decline in the
state’s capacity to fund or to increase its funding results
in lower quality; and (ii) heavy subsidies to higher-income
families through free higher education is inequitable,
especially in societies where higher-income families pay
a low proportion of their income in taxes.12

The Korean and Philippine models seem to
incorporate the main disadvantages of the traditional
model without the advantages, since the high-cost
universities expand relatively slowly, and most of the

11 In the DMC context, great care has to be used in analyzing these
greater returns to higher education. In most DMCs, a high
percentage of university graduates is employed by the public
sector, where salaries are often higher than in the private sector.
This means that high returns to university may reflect “artificially”
high incomes of government employees, which are, in effect, a
subsidy to the politically powerful higher educated. The case of
India is a good example of higher education securing an
inordinately high percentage of the total public budget for
education, with relatively high public spending per student
compared to primary and secondary spending, and university
graduates receiving relatively high salaries through employment
in the public sector.

policies that have stimulated rapidly rising incomes
among already high income earners while keeping
minimum wages relatively low and putting political
pressure on unions to constrain wage demands. This
argument does not deny that increased global competition
favors those with higher level skills in relatively short
supply and hurts those with lower level skills. But the
argument also allows for the strong possibility that
incomes policies can influence income distribution. Thus,
increased global competition and technological change
in the past two decades may have contributed to increased
returns to university education, but incomes policies
associated with neoliberal policies may also have
contributed to increased income inequality. In that sense,
higher returns to education are not the cause of increased
income inequality but rather the product of greater
inequality. Perhaps the most that can be said is that
greater returns to higher education are associated with
more unequal income distribution, whatever the cause of
that more unequal income distribution.11

Financing Tertiary Education

Many DMCs have a much higher share of enrollment in
private higher education than other parts of the world.
For example, in Indonesia, Korea, and Philippines, the
vast majority of higher education students study at private
institutions (World Bank 2000). Even so, as in other
parts of the world, DMC higher education systems are
characterized by a number of different financing models.
Those prevailing in DMCs are as follows:

• The “traditional” model in which secondary
students who complete higher secondary education and,
in many cases, pass a university entrance examination,
gain automatic entrance to public universities. The state
finances most students in such public universities. Fees
are nominal. High-scoring students gain access to better
funded and more prestigious public universities.
Examples of this model are the Central Asian republics,
Malaysia and Singapore (both before the mid-1990s),
Pakistan, Sri Lanka, and Thailand.

12 The details of each country’s system are still, of course, important
in making comparisons.
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expansion takes place in low-quality private universities,
where lower-income students pay fees and attend mainly
in the evening, after work.

The traditional model in Malaysia and Singapore
was constrained through limits on the growth of
enrollment in higher education until the 1990s. Per student
costs remained relatively high in both DMCs, but the
total budget for university expanded much more slowly
than in many other DMCs.

Gender Equity Issues

In addition to raising the returns to higher levels of
education, globalization appears to have raised the return
to women’s education. In many countries, returns to
education for women are higher than those for men
(Ryoo et al. 1994, Psacharopoulos 1989). The reasons
for the increased participation of women in labor markets
are complex, but two main factors have been the spread
of feminist ideas and values and the increased demand
for low-cost semiskilled labor in developing countries’
electronics manufacturing and other assembly industries.
The worldwide movement for women’s rights has had
the effect of legitimizing equal education for women,
women’s control over their fertility rates, women’s
increased participation in wage labor markets, and
women’s right to vote (Castells 1997, Ramirez et al.
1997). The increased demand for low-cost labor and a
greater sense by women that they have the same rights
as men has brought enormous numbers of married women
into the labor market worldwide. This, in turn, has created
increased demand for education by women at higher and
higher education levels. So globalization is accentuating
an already growing trend by women to take as much
education as men—or more.

This does not mean that women receive wages equal
to men’s. Nor does it mean that women are taking higher
education in fields that are most lucrative, such as
engineering, business, or computer science. Women are
still vastly underrepresented in the best-paid professions
even in the world's most “feminized” countries, such as
Sweden or the US. But globalization seems gradually to
be changing that, for both positive and negative reasons.
The positive reasons are that flexible organization in
business enterprise requires flexible labor, and women
are as flexible or more flexible than men, and that ICT
is spreading democratic ideas worldwide. The
incorporation of women into manufacturing in DMCs as
distinct as Indonesia or Korea testifies to the global
economy’s impact on greater women’s participation in
the wage sectors of DMCs. The negative reasons are that

women are paid much less than men almost everywhere
in the world, and it is profitable for firms to hire women
and pay them lower wages than men. Yet both sets of
reasons gradually seem to be driving up both the education
level of women as well as the price of women’s labor
relative to men’s. For example, the share of women in
science and engineering university faculties is increasing
worldwide. Such increased professionalization of women
probably contributes to the transformation of family life,
while serving to democratize societies and raise greatly
the average level of schooling.

LITERACY

Both the Jomtien and Dakar conferences recognized
literacy as a human right, and one of the goals of EFA
is to increase adult literacy by 50% before 2015. The
challenges of meeting this goal are substantial, however,
especially for some of the DMCs in the Asia and Pacific
region. One problem is that most attention goes to
addressing the education needs of children, and literacy
programs serving adults are harder policy choices to
justify (UNESCO 2002). There is no question that the
most effective long-term policy for promoting literacy
is to guarantee universal access to high-quality primary
schooling. But for millions of adults who have remained
outside the formal schooling system, the realities of
illiteracy have serious consequences for their personal
development as well as that of their children. Some of
these have already been detailed in earlier sections, as
low levels of maternal education are associated with
more frequent births, higher incidences of infant
mortality, and less frequent consultations for antenatal
care. Another obvious area where the ability to read is
important is in the labor market, as the work prospects
for literate adults are very different from those who are
illiterate.

Table 19 presents the status of adult illiteracy in
DMCs. In 2000, more than 860 million adults worldwide
were considered illiterate, or roughly 20% of the total
adult population. For the Asia and Pacific region, the
largest numbers of illiterate adults are in Bangladesh,
PRC, India, and Pakistan. The scope of the problem in
South Asia is large. In Pakistan, more than 72% of adult
women are illiterate, while the total number of illiterate
Indian women accounts for more than 20% of illiterate
adults in the world.

Women show higher illiteracy rates than men in
virtually all DMCs, for several reasons. One is
discrimination, as females have historically received less
schooling than males. Adult males may also have more
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learning opportunities at their workplaces. Finally, since
women tend to live longer than men, at any given time
there are more women in the oldest age cohorts who
grew up in times of low school coverage.

As with primary and secondary schooling, a full
understanding of the status of adult illiteracy in DMCs

requires intertemporal data. One way to do this is to look
at literacy rates for different age groups. Table 20 does
this for three DMCs.

Tables 19 and 20 show how the problem of female
illiteracy varies across the region. For example, more
than 90% of Nepalese women older than 40 cannot read;

Table 19 Adult Illiteracy (population aged 15 and over),
Developing Member Countries, 2000 Estimates
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the figure is 68% for women aged 12–20. With such a
large stock of young illiterate women, high female
illiteracy rates are a problem that is likely to persist in
Nepal for some time, unless there are active adult
education programs. In the Philippines, in contrast, very
few members of the youngest cohort cannot read or can
only read with difficulty, so this is unlikely to be an issue
in the future. The averages for Indonesian women are
indicative of the rapid progress made in primary and
secondary schooling in the last 30 years, as almost 40%
of women older than 40 cannot read (or read with
difficulty) compared to less than 13% of women aged
12–20. For most DMCs, a similar trend to the one in
Indonesia, of gradually declining illiteracy rates among
younger female cohorts, is likely to continue.

CHALLENGES

The challenges for meeting literacy goals in the future
and eventually eradicating this problem are not identical
for all DMCs. For those that have achieved (or are close
to achieving) universal primary school coverage (and
completion) and are moving on to address issues of low
quality and access at higher levels, the future of literacy
is promising. But for others the future is more uncertain,
as the combination of growing populations and
nonuniversal access at even the primary school level
portend large numbers of illiterate adults (especially
women) in the future.

The policy challenge, therefore, is twofold. For some
DMCs it is simply a question of targeting comparatively
small groups of adults who are likely to be
overrepresented by women living in rural areas. For this
group the costs of literacy programs may prove to be
relatively high, since these adults may have left the
school system originally because of a lack of interest in
schooling or may reside in the most isolated parts of the
country. For other DMCs the scope of the problem is far
greater, as large numbers of young people are likely to
remain outside the formal schooling system. Initiatives
to address literacy needs for this group must be weighed,

as is the case with all education programs, against the
needs in preprimary, primary, secondary, and tertiary
sectors.

A range of policy levers is available for addressing
illiteracy. These include distance learning programs that
make use of multimedia technology and community-
based programs that bring learning programs directly to
the populations that are in most need. An example of the
latter in Pakistan, the Bunyad Literacy Community
Council, has developed almost 3,000 local learning
centers since 1993 (UNESCO 2002).

Literacy assessments are important tools in the battle
against illiteracy. Once armed with better data on the
scope of the problem as well as the underlying cultural
attitudes that play a role in illiteracy, policy makers will
be better equipped to design effective interventions.
Sharing experiences with others, both within DMCs (such
as among nongovernment organizations) and between
DMCs, is another necessary component of an effective
strategy. This latter point highlights the need for
engagement of multilateral organizations in the literacy
issue (Sasaoka 1990).

REFORMING EDUCATION IN THE NEW
GLOBAL CONTEXT

As the first part of this chapter showed, DMCs span a
wide range of education development. Most economies
in the region have restructured in the past three decades
and simultaneously expanded and variously reformed
their education systems. South Asia and some DMCs in
Southeast Asia still have high rates of illiteracy and
relatively low percentages of pupils who reach the fifth
year of primary school. For these DMCs, the essential
goals of universal basic education and literacy remain
priorities. At the other end of the spectrum, the Central
Asian republics and a number of East Asian and
Southeast Asian DMCs have reached universal primary
education, high percentages of the age group in secondary
school, and even relatively high percentages of the age

Table 20 Female Reading Ability by Age Group, Three DMCs

Age
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Source: Demographic and health survey data, available: http://www.measuredhs.com.
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13 Note that here the discussion touches only on benefits measured
by economic returns. For benefits that cannot be measured in
this way, see the section Equity-Driven Reforms, below.

group in postsecondary education (with the significant
exception of the PRC). For these DMCs, new priorities
include increased enrollment and completion at
secondary and tertiary levels and higher quality of
education at all levels. The Pacific DMCs form yet
another group with often high levels of education
development but limited needs for educated labor.

Every DMC faces a different set of initial economic
and political conditions as it measures up to the global
economy. Some economies are mainly agricultural, and
others industrialized, already making the transition to a
service-based economy. Some DMCs have highly
developed civil societies, others do not.

A major objective of both the economic restructuring
and the education reforms has been to bring economies
more into line with new global forces that demand greater
international competitiveness, flexibility, and
innovativeness from enterprises, as well as greater skills
and flexibility from the labor force. Education policy
choices are particularly important in helping DMCs
participate in the potentially large gains from knowledge-
based production and services. Consequently, DMC
governments are under much greater pressure than in the
past to expand education and increase its quality to
develop the highly skilled labor forces needed to compete
in the global economy. They also have to meet the
demands of families striving to give their children an
advantage in an increasingly competitive environment in
which to secure a good job. At the same time as such
competition intensifies, there is an increasing tendency
toward inequality and inequity of access to good
education. DMC governments are also striving to meet
internationally set goals for universal primary education
and adult literacy. And because most governments do
not have the public resources to meet all these demands,
they are under pressure to reduce costs or, at the least, to
raise the cost-effectiveness of their public education
investments. This often means turning to a mixture of
financing (private/public), which has implications for
both equity and effectiveness.

In these conditions, what are the best strategies for
meeting new demands in education? How should DMCs
think about education reform in this new global economic
context? Assessments, reforms, and adjustments of
education policies are needed on a continuous basis,
driven by objectives of competitiveness, equity, and cost-
effectiveness.

Each situation demands its own particular strategy
for education expansion and improvement. To develop
national strategies, planners can draw a number of lessons

from the past. The experience of the 1980s, 1990s, and
early 2000s provides major guideposts for education
reforms and strategies.

COMPETITIVENESS-DRIVEN REFORMS

The objective of competitiveness-driven reforms in
today’s global economy is to improve the economic
productivity of the labor force. Competitiveness-driven
reforms focus on improving education attainment and
the quality of education at each grade of schooling.
Such reforms are aimed at raising the quality of labor,
on the assumption that labor quality is at least in part a
function of workers’ levels of cognitive skills. Studies
by Murnane et al. (1995), Hanushek and Kimko (2000),
and Birdsall and Sabot (1993), all emphasize the notion
that pupils’ cognitive knowledge as measured by test
scores—especially mathematics test scores—are
increasingly important for economic development.

In these circumstances, reforms that increase the
average level of schooling and the average amount of
student achievement in each year of schooling are
considered to contribute to higher productivity in the
work force, hence to economic growth.

Greater competitiveness implies greater investment
in those levels of schooling that have the highest economic
rates of return. The higher the return to a level of
education, the larger the contribution of education
spending on that level to economic growth. In the past,
analysts such as George Psacharopoulos contended that
returns were highest to investment in primary education
in developing countries (e.g., Psacharopoulos 1985). This
would mean that public spending on primary education
makes the greatest contribution to economic growth.
Since investment in primary education mainly benefits
pupils from low-income households, investment in
primary education benefits such children more than
children from high-income households. Thus, the higher
returns to primary education suggested that reforms
shifting public resources to primary schools (reforms
such as EFA), could be competitiveness-driven and
equity-driven, i.e., that there was no contradiction
between increasing efficiency and equity in the education
system.13
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A different view was presented by analysts who
argued that as education systems expanded, there was a
tendency for rates of return to investment in primary
education to fall and for returns to higher levels of
education to rise (e.g., Carnoy 1972, Carnoy and
Marenbach 1975). Early theoretical work by Carnoy
(1972), and more recent research findings (Carnoy 1995,
Mingat and Tan 1996) on the returns to education suggest
that (i) for low-income countries, primary education is
the best investment; (ii) for middle-income countries,
secondary education yields the highest returns; and
(iii) for higher-income countries, tertiary education yields
the highest returns. Mingat and Tan’s research accounts
for externalities that benefit society, e.g., the increased
productivity of educated workers may increase the
productivity of coworkers, and a rise in the general
education of the labor force may increase the potential
for innovations and adaptations leading to more long-
term efficiencies in the workplace. Even without
externalities, as education expands and the economy
develops—requiring increasing proportions of higher
educated workers to produce increasingly sophisticated
goods and services—the pattern of returns changes,
increasing the relative rates of return to higher levels of
education.

In several of the DMCs for which return estimates
are available (Table 21)—including DMCs such as India,
with a relatively high share of pupils who do not reach
fifth grade—the returns to investment in secondary and
university education are significantly higher than to
investment in primary education. Under these conditions,

Table 21 Private Rates of Return,
by Level of Schooling, Selected DMCs, Various Years (%)
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Hong Kong, China
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Papua New Guinea
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Singapore
Sri Lanka
Taipei,China
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Sources: For all DMCs except PRC and India: Psacharopoulos G. 1994. Returns to Investment in Education: A
Global Update. World Development 22(9):1325–43.
For the People's Republic of China: Han, C. 2001. Tuition Increase and Private Returns to Higher
Education in Urban China in 1999. Stanford University School of Education MA Monograph, August.
Table 9.
For India: Duraisamy, P. 2000. Changes in Returns to Education in India, 1983-94, by Gender, Age,
Cohort, and Location. New Haven: Center Discussion Paper no. 815, Economic Growth Center, Yale
University.
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an education strategy that focused on expanding
enrollment at higher levels of schooling would indeed
produce more economic growth—but not necessarily
greater equity. Greater equity, as discussed below, could
be simultaneously achieved by increasing the private
contribution to the costs of these high-yield levels of
schooling. In India, for example, this would represent
exactly the opposite of the current policy, which is to
spend large amounts of public money per student in the
best universities in the country, which generally cater to
relatively affluent students.

Research in Korea on rates of return in manufacturing
over a 14-year period in 1974–1988 (Ryoo et al. 1994)
provides another example of the relative increase of
returns to higher education. In Korea, private returns to
investment in lower levels of schooling fell sharply when
the education system expanded rapidly in the 1970s and
1980s (Table 22). Returns to investment in higher
education also fell, but less quickly, and ended up higher
than returns to lower levels of schooling. This suggests
that despite rapid increases in enrollment in universities,
the return remains high for those who are able to complete
their university course.

This trend can also be approached by estimating
returns in a single country. Hiromi Asaoka (2003)
estimated returns to primary, secondary, and higher
education across different states of India on the basis of
state survey data for 1993. She shows that for urban
males, returns to primary education are lower in states
with higher average per capita income, returns to
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secondary education slightly decline with higher average
income, and returns to investing in university education
are greater, the higher the average per capita income in
the state.

Figure 4 represents another perspective on these
relationships. The figure suggests that in low-income
DMCs, greater enrollment in primary education is
positively associated with higher economic growth,
whereas greater enrollment in higher education is
negatively associated with growth. In the higher-income
DMCs, it is greater enrollment in higher education that
is positively associated with economic growth.

As mentioned at the beginning of the section Quality
of Higher Education, globalization generally increases
returns to higher levels of education, hence pressure for
more education and for more rapid expansion of higher
secondary and university education. Of course, in many
DMCs with large rural populations, expanding primary
education and reducing dropouts at that level will remain
a major concern. But even there, the pressures for
expanding secondary education will increase. Two of
the main issues for planners will be how to expand these
more expensive types of schooling effectively and how
to assure that access to higher levels is not limited to the
already most advantaged groups in society.
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At the same time that economic competitiveness
considerations are pressuring many middle- and high-
income DMCs to focus on expanding higher levels
of education, equity considerations are pushing them
to focus on expanding and improving basic
education. From an equity perspective, the social
good (as measured, for example, by improved
children’s health and nutrition, and lower fertility
rates) increases more from public spending on basic
education than on higher levels (Carnoy 1993). In
terms of improving the social conditions of the
greatest number of children, it is more efficient to
invest scarce public resources at the primary level,
shifting them away from subsidizing secondary and,
particularly, university education. This is the position
of the EFA program, and many DMCs that are
already competing in world markets in more
technologically sophisticated goods and services
(India, for example)—and therefore very concerned
with the quantity and quality of university
graduates—also need to be conscious of bringing
reasonable quality primary education to the majority
of the school-age population that does not complete
that level.

Table 22 Rates of Return to Schooling,
Manufacturing Sector, by Gender, Republic of Korea, 1974–1988 (%)
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A Korean Case Study. In Economics of Education Review (March).

Middle/Primary

Male Female

High School/Middle

Male Female

Junior Coll./High School

Male Female

College/High School

Male Female

7.5
1.6
3.1
1.0
2.2
2.3
1.8

14.8
8.7

11.7
6.0

10.0
4.6
4.4

14.8
9.3

12.4
6.5
9.0
4.0
4.4

12.5
14.7
15.0
12.8
12.2

9.0
6.3

20.2
15.8
17.4
19.3
15.4

8.5
6.2

16.5
17.5
17.8
16.1
17.8
13.4
11.0

15.1
16.7
18.8
18.7
20.3
20.0
11.8
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In the future, because work will increasingly be
organized around multitasking and workers will hold a
number of different jobs during their work careers,
planners should also reconsider long-held views about
the balance between vocational and general education.
As education expands to ever-higher levels, the nature of
different levels, particularly secondary, changes as well,
becoming increasingly preparatory for postsecondary
level, while vocational education moves out of the
secondary to postsecondary level. Both these shifts should
alter the organization and objectives of secondary
schooling.

Other measures of future competitiveness are both
quantitative, e.g., the proportion of the labor force with
higher levels of schooling (secondary and university),
and qualitative, e.g., student test scores.

The first of these measures suggests that DMCs vary
greatly in the proportion of the labor force with higher
levels of schooling. In the mid-1990s, DMCs such as
Afghanistan, with 3% of the adult population with
completed secondary school as highest level of education
(1990) and 2% with completed university (1995); or
even Pakistan and India, with 14% (1990) and 3–4%
(1995), respectively, were at one end of the spectrum.
While Korea, with 54% (1990) and 19% (1995),
respectively; Hong Kong, China with 43% and 14%,
respectively; and the Philippines, with only 15% of the
adult population with completed secondary school as the
highest level attained, but 23% with completed university,
were at the other end of the spectrum. Since these
proportions are for the entire population over the age of
25, they considerably underestimate the average education
level of those in their 30s, who have a higher average
level of education than their elders. Nevertheless, DMCs
in both East Asia and the Pacific have a higher proportion
of the labor force with completed secondary school than,
e.g., Latin American countries, but they have a much
lower proportion with completed university than Latin
American countries. South Asia does worse at both levels,
while the PRC is expanding its university graduate
population rapidly, but still has only about 6–7% of the
relevant age cohort attending university (World Bank
2000).

The second measure is education quality. Various
recent reforms in DMCs have focused more on increasing
student achievement in each year of schooling than on
expanding enrollment at higher levels of education. The
most popular of these achievement-focused reforms are
decentralization and privatization, and most recently,
school accountability. (For a further discussion of
accountability, see Carnoy, Elmore, and Siskin 2003.)
The first two are looked at in more detail in Review of

Solutions, below, but their supporters’ main claim is that
they increase the “efficiency” of schooling, by extracting
more “effort” from teachers and administrators, focusing
more attention on instruction, and therefore improving
learning. By decentralizing and privatizing the
management of schools from the central government to
local administrations or even to the schools themselves,
it is argued, parents and local officials would have more
of a stake and responsibility in education quality and
more direct control over what takes place in school. This
would make teachers more responsive and responsible.
The increased efficiency of schooling, the argument
continues, reduces repetition and dropouts, and so
increases students’ average attainment.

In terms of quality, some DMCs already do very
well. Several DMCs are among the world’s best in
international tests, particularly in mathematics. Eight
DMCs were among the 38 countries that took part in the
1999 TIMSS test (Table 23). Hong Kong, China; Korea;
Singapore; and Taipei,China scored much higher than—
and Malaysia higher than—the average score on the test.
Students in Thailand scored lower than average, as did
students in Indonesia and the Philippines, though Filipino
students were in the seventh grade and all the other
countries’ students were in the eighth grade when they
took the test.

These results suggest that economies such as Korea
or Singapore should have higher future economic growth
rates than Indonesia or the Philippines. In reality, of
course, this may not always prove to be the case. What
is more certain, though, is the notion that productivity is
currently much higher in the four top-scoring DMCs and
that, therefore, the potential for future economic growth
remains high.

Table 23 Mathematics Results of Third International
Mathematics and Science Survey, Eighth Grade,a

1999, Selected Countries

Singapore
Korea, Rep. of
Taipei,China
Hong Kong, China
Japan
Netherlands
Australia
Malaysia
United States
England
Thailand
Iran
Indonesia
Philippines
Average for All 38, 1999 TIMSS Countries

a Seventh grade in the Philippines.
Source: TIMSS 1999, available: http://timss.bc.edu/timss1999.html.

Mean Score

604
587
585
582
579
540
525
519
502
496
467
422
403
345
487
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More important, international test results tend to
turn student achievement into national objectives, on the
grounds that higher achievement means higher economic
growth. Hence, reforms (e.g., new curricula, computers
in the classroom, privatization, school accountability)
that are put forward with the claim that they will increase
mathematics achievement are pushed to the top of the
education agenda. Such reforms also include increased
emphasis on teaching science and mathematics, and on
education measurement to monitor and stimulate
education improvement.

EQUITY-DRIVEN REFORMS

Equity-driven reforms are reforms that attempt to
improve education’s important role as a source of social
mobility and social equalization. Such reforms can be
aimed at reducing inequalities of access to schooling, by
socioeconomic background, gender, or ethnic group.
An obvious but controversial example of a reform that
attempted to favor a previously disadvantaged economic
group is Malaysia’s affirmative action plan in
universities, which reserved places for Malays over
higher-scoring Chinese in admission to the University
of Malaysia. Other examples include India’s efforts to
increase access to universities for scheduled castes, as
well as, in various DMCs, compensatory education for
children from lower-income families, government
education programs that target the lowest-income
schools, and programs expanding girls’ education.

Another type of equity-driven reform involves
reducing public spending per student at higher levels of
education, especially university, relative to lower levels
of schooling, and attempts to recover part of the students’
costs in universities by charging tuition fees, mainly for
students who attend private secondary schools.

The goal of equity-driven reforms is to increase
economic opportunity for disadvantaged groups by
improving the quantity and quality of the education
available to them. Since education attainment is a crucial
factor in the opportunity, equalizing access to high-
quality education can play an important role in improving
economic outcomes for the groups targeted by equity-
driven reforms.

The shift of focus from higher levels to lower levels
of education is justified increasingly on equity grounds.
The Jomtien and Millennium Development Goals
objectives of universal basic education emerged in large

part from concerns that a high proportion of many
developing country populations were being left behind
in the economic development process. Poverty within
developing countries is highly correlated with illiteracy
and lack of primary schooling. This shift is also consistent
with Jomtien’s objectives of focusing on girls’ education,
since in many developing countries, illiteracy is much
higher among women, and girls are less likely to complete
primary and secondary schooling.

Do these equity-driven goals stand in contradiction
to the objective of making a country more competitive
economically? Is there an inherent conflict between
schooling’s role in preparing labor for a modernizing
economy and its role in equalizing opportunity and
providing social opportunity?

The answer to these questions is complex. If, for
example, the direct economic returns to investment in
primary schooling are greater than the returns to
investment in secondary schooling and university, then
focusing increased resources on primary education can
simultaneously achieve both equity and competitiveness
goals. If, however, the returns to investment in higher
levels of schooling are significantly greater than those to
investment in primary education, competitiveness, at least
in the short run, could be somewhat compromised by
investing more resources in primary education. On the
other hand, even if the measured returns to primary
education are relatively low, investing, for example, in
girls’ primary education when girls have been
systematically deprived of access to schooling, can
unleash many benefits not measured by economic returns.
These benefits include improved health of young children
(primarily looked after by women), and hence higher
achievement outcomes of those children, and, eventually,
reduced population growth among the poor, as well as
lower levels of poverty (Carnoy 1993). All these outcomes
could lead to increased competitiveness.

Globalization tends, though, to direct governments
away from equity-driven reforms for two main reasons.
The first is that globalization increases the returns to
high-level skills relative to lower-level skills, reducing
the complementarity between equity- and
competitiveness-driven reforms. The second is that in
most developing countries and in many industrial
countries, finance-driven reforms dominate education
change in the new globalized economic environment,
and such reforms tend to increase inequity in the delivery
of education services. The next section discusses these
reforms.
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FINANCE-DRIVEN REFORMS

Globalization increases pressure on governments to
expand education access as part of the drive to economic
competitiveness, and as part of the increasing returns to
university education. However, increased economic
competition requires countries to foster private domestic
capital formation and to create the conditions of financial
stability that attract foreign capital. The increased
emphasis on conservative macroeconomic policies places
tight constraints on public education spending, and so
limits governments in expanding education access and
in increasing education equity.

Industrial and developing country governments are
therefore pushed to increase spending on education to
produce a more educated labor force and to attract global
financial capital. Yet at the same time, they face an
international financial agenda of limiting public spending,
including spending on education, which may prevent
governments from increasing education equity, and, in
many cases, may force them to underinvest in those
levels of education yielding high productivity returns.

With specific regard to DMC financing of education,
available data show a number of important trends. Many
DMCs (most outside Central Asia and the Pacific) spend
relatively little public money on education as a percentage
of gross domestic product (GDP) (Table 24), compared
to industrial countries and compared, for example, to
Latin American countries.

DMCs such as Bangladesh, Indonesia, India, Nepal,
Philippines, and Thailand have a high percentage of
secondary and tertiary students in private education,
suggesting that a significant proportion of funding for
education comes directly from families (Tables 14 and
15).

In 1980–1997, most East Asian and Southeast Asian
DMCs were able to do well in expanding education, not
because they increased the share of GDP spent on
education, but rather because they had relatively high
economic growth rates. The rapid growth of GDP per
capita enabled these DMCs to spend more per head on
education, even as most of them kept the spending on
education as a proportion of GDP relatively low. High
growth rates also ensured that individual families could
afford to contribute significant resources directly to their
children’s education.

With the Asian financial crisis of 1997 and the

resultant slowing of economic growth in many DMCs,
this expansion of education has been slowed in the high-
growth DMCs, mainly because of the high dependence
of education finance on private contributions in many of
them. With the general slowdown in economic growth,
private contributions necessarily fell, such that education
spending has been most affected in DMCs with the
highest proportion of private spending (though recent
data suggest that public funding for education may have
increased in recent years to partly compensate for
declining private funding).

The economies of the former Soviet Central Asian
republics contracted in the 1990s and have reduced the
share of spending on education, while DMCs such as the
PRC, relatively little affected by the financial crisis and
with a high public proportion of education spending,
have recently focused on increasing the private
contribution to education costs.

Although most DMCs were able to avoid finance-
driven reforms in the past because of high economic
growth rates and, in some, a high proportion of spending
on education coming directly from families, especially
for secondary and higher education, the realities of the
global economy in recent years dictate that they must be
highly conscious of the cost-effectiveness of various
education strategies and are likely to have to constrain
public spending on education. The financially correct
choices will become much more important than in the
past.

REVIEW OF SOLUTIONS

Improving and expanding education to reach the goals
of competitiveness- and equity-driven reforms in Asia
under new conditions of financial constraints will be
challenging. Policy planners are seeking education
reforms that promise increased education productivity
and public spending effectiveness, but before investing
heavily in such reforms, they need to pay close attention
to experiences elsewhere.

Some of the most common reform recommendations
circulating globally (mainly through international
agencies) are system management and finance
(decentralization and privatization), classroom use of
ICT, and improved teaching. It is important to review
what is known about each of these “solutions.”
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Table 24 Public Expenditure on Education in Developing Member Countries
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DECENTRALIZATION

Virtually every DMC has formulated official policies
endorsing some level of decentralization. Although there
is considerable variation in form, two important processes
are (i) the devolution of authority and responsibility for
schools from central-level administration to intermediate-
level organization and ultimately to schools, often relying
more on local communities for school financing; and
(ii) the removal of barriers to private education. These
have been widely discussed elsewhere (e.g., Bray 1996,
Hannaway and Carnoy 1993, Rondinelli and Puma 1995,
Benveniste et al. 2003).

Decentralization is discussed extensively in the
education management literature, where its merits are
strongly contested. Advocates argue that decentralization
shifts decision making to those closer to the community
and school, which in turn leads to decisions more
responsive to local conditions and needs. They believe
that it is a way to encourage greater community (parent)
participation and financial support for schools. Opponents
suggest that decentralizing authority and responsibility
may only shift the same old problems to levels of the
system that are less well prepared to cope with them, and
that decentralizing management invites corruption and
inefficiency, or at least spreads it. They point out that
since communities do not necessarily speak with a single
voice, decentralization has sometimes increased tension
at the local level and allowed local majorities to create
very unequal education for local minorities. Both
advocates and opponents are probably right to some
degree. Decentralization as a force for more relevance
and allocative efficiency or an invitation to confusion
and inefficiency depends largely on the leadership at the
district, community, and school levels. Similarly, the
efficiency of a centralized system depends on leadership
at the central level.

Even in the most enthusiastically decentralized
settings, not all functions are decentralized. Curriculum
and testing remain central functions virtually everywhere.
However, districts, communities, and schools are taking
more responsibility for such activities as teacher selection
and deployment, selection of textbooks and other
instructional materials, facilities construction and
maintenance and, most importantly, financing. It is not
yet clear that decentralization can legitimately be regarded
as an education innovation. That is, it is not clear that it
results in different experiences for students in classrooms
or in how much students learn. Similarly, the impact of
greater community financing depends on whether the
new funds are in addition to current government funding
or are merely displacing it. Much of the value to education

of greater decentralization will be determined by how
communities and schools use their greater autonomy.
The wise use of resources to improve the quality of
schooling will demand school managers who understand
the elements of good instruction and who are not drawn
off by pressures to spend money on show rather than
substance. Unfortunately, such managers represent a
scarce resource.

From the literature and international experience with
decentralization, six general points can be made:

• The motives for decentralization are not
necessarily related to education. It is often undertaken to
increase community financial contribution as a means of
easing the financial burden on central government (hidden
taxation). In Papua New Guinea and Solomon Islands,
for example, it has been undertaken as a way of diffusing
regional political tensions. There is no empirical evidence
that decentralized school systems are more effective or
efficient than centralized systems. There is relatively
little evidence to suggest that decentralizing an education
system changes the experience of children in classrooms.

• Many countries have had de facto
decentralization for a long time due to weak management
at the central level or poor communication across all
levels. In these settings, local schools have always had
to rely on their communities to provide what central
government has been unable, or unwilling, to provide.

• Many countries have constitutional
decentralization in which provinces or states have
management authority over schools, and sometimes have
authority to tax at the local level. Such federal systems
of education (India, for example) have always depended
on the capacity of state governments for shaping their
primary and secondary systems, and sometimes even
universities. Where financing is a mixture of local and
central government funds, states with weaker
administrations and poorer populations tend to be much
less autonomous with respect to the central government,
whereas states with high-capacity administrations and
ample resources are much more likely to have highly
independent school systems (Rhoten 1999).

• Rather than feeling empowered by
decentralization, some communities feel exploited. They
are asked to contribute more resources but do not see a
corresponding improvement in the quality of education.
Other communities have autonomy but such a low level
of resources that they feel marginalized.
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• Decentralization places quite different demands
on administrators at all levels—at the top, because they
have to relinquish authority, and at the local level, because
they have to assume greater authority and responsibility
(Chapman 2002).

• Decentralization can bring unintended problems
that education managers at levels above the school need
to anticipate. For example, decentralization fosters
inequities. One reason that countries centralize some
education functions is to ensure an equitable distribution
of resources across communities of different economic
means. Decentralizing and pushing local communities to
take more financial responsibility for their own schools
can lead to greater inequities within a country as richer
communities are able to finance their schools at a much
higher level than poorer communities (Chapman 2002).

In short, decentralization of management can work
well in countries where there is sufficient capacity at the
local level to allocate resources efficiently and to produce
effective education. Ironically, it is precisely those
countries with good management at the central level that
usually have more capacity at the local level. The
advantage of schools well run locally is that they are
indeed rooted in the community and can be flexible to
community needs as well as provide a sound basic
education. The advantage of a well-run centralized system
is that it can provide effective schools across
socioeconomic levels, reducing the negative
consequences of unequal management capacity in
different localities.

PRIVATIZATION

Privatization is a form of decentralization, and like
decentralization, almost every DMC has adopted it to
some degree, with at least some private education. In
many cases, private education is partially subsidized by
the public sector. DMCs are showing new interest in
allowing (in some cases encouraging) private schooling,
partly in response to the push for decentralization, partly
to reduce financial stress on public education, and
occasionally because of the evidence that private schools
may offer a better education for less money (Chapman
2002, Bajracharya et al. 1997, Kyrgyz Research Institute
1997). Private education is more prevalent at the
secondary and higher education levels than at the primary
level.

A major argument for privatizing education finance
is that it increases the resources available for education
(Chapman 2002). Thus, encouraging privately funded
schooling is one way in which governments can keep

public spending on education in check, yet focus on
certain levels of education or certain groups of children.
It is important to differentiate among the forms of
privately funded education. For example, Pakistan has a
relatively high proportion of students in private primary
and secondary schools, but universities are almost entirely
publicly funded. This is a classic case of using public
funds to subsidize successful students (and those from a
higher socioeconomic background) more than lower-
income students. Bangladesh, India, Indonesia, Korea,
Nepal, and Philippines have a relatively high percentage
of private enrollment in both secondary and higher
education, suggesting a policy of relying more on family
contributions and less on taxes to fund education. Since
capital markets are highly imperfect for individuals to
make education investments, such a policy that relies
heavily on private contributions to fund secondary and
higher education is bound to be inequitable, but probably
not as inequitable as high private enrollment at lower
levels and total public funding at university level.

Another argument for private education is that it is
more effective in terms of bringing pupils to higher
levels of achievement than public education, and more
cost effective. Since one of the major goals of
competitiveness-driven reforms is to raise education
quality, turning to vouchers or other forms of public
subsidy to private education to create larger markets in
education and raise education quality is an attractive
option for many countries.

However, policy makers have to be careful about
claims that private schooling can solve the long-standing
problem of improving the quality of primary and
secondary education at relatively low public cost. Early
studies of private education in Asia (Jimenez and
Lockheed 1994) that purported to show greater cost-
effectiveness for private schools were later shown to
have seriously underestimated private school costs (Tsang
1995), and the effectiveness estimates were not corrected
for selection bias. More recent and more careful studies
that analyze Chile’s national voucher plan and New
Zealand’s choice plan suggest that once the
socioeconomic background of students is accounted for,
those in private schools do not achieve significantly
higher academically than students in public schools
(McEwan and Carnoy 2000, Fiske and Ladd 2000).
Furthermore, although parents who have education choice
for their children are more satisfied than parents who
have no choice, increasing enrollment in privately
managed schools by way of giving full government
subsidies to private education appears to foster inequity
in the distribution of students by socioeconomic class
among schools.
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With increased emphasis on decentralization and
privatization, students from higher socioeconomic levels
secure access to better schools in regions that are more
likely to spend more per pupil for education, particularly
in those schools attended by pupils of a similar social
background. Competition for such higher-return
education also becomes more intense as the return to
higher education rises, because the rewards (and risks of
not succeeding) run higher. More affluent parents become
increasingly conscious of where their children attend
school, what those schools are like, and whether they
provide access to higher levels of education. The end
result is, therefore, that schooling becomes more stratified
at lower levels rather than less stratified, especially under
conditions of scarce public resources. National economic
competition on a global scale is translated into subnational
competition among socioeconomic groups for access to
education resources.

When decentralization and privatization reforms are
analyzed in this context, their likely contribution to rising
inequality becomes much clearer. If returns to university
(and in lower-income countries, to secondary education)
are pushed up by globalization, intensifying the
competition for access to higher education, more affluent
parents tend to increase the amount they spend on primary
and secondary school to ensure their children’s university
enrollment. This means that if private education at
primary and secondary school or “cram schools” performs
the function of improving such access, parents who can
afford it are more likely to move to regions with better
public schooling, while private school enrollment expands
relative to public school enrollment. In countries such as
Japan and Korea, parents spend tens of thousands of
dollars on additional, specialized, private after-school
courses so that their children can pass university entrance
exams. Even in the public system, wherever possible,
parents with more motivation and resources will seek
selective public schools that serve pupils from a more
affluent background. These same parents, willing to spend
on the best (often private) primary and secondary schools
for their children, then end up fighting for places at high-
quality, essentially free, public universities.

EDUCATION TECHNOLOGY

Today, use of computers in DMC schools and universities
is rapidly spreading. Many learning tools have been
developed for these computers, from learning games to
software for computer-assisted instruction to teacher-
assisting software. In the more advanced DMCs, many
schools are connected to the World Wide Web, and
students even in remote areas can have access to

increasing amounts of information previously available
only to populations living near large city and university
libraries. Through the web, teachers and students can
access curricular, teacher training, and other learning
materials, some provided by their own central or state
government administrations, and others through private
providers. ICT is being used in distance education to
replace earlier correspondence schools and education
television. The new distance education is usually web-
based.

Computers are also ubiquitous in education
administrative offices. Even before desktop computers
became widely used in business in the 1980s, ministries,
state offices of education, universities, and school districts
used computers to store information about students and
school personnel. The World Bank and regional
development banks recommended computer systems to
developing countries for linking local, regional, and
central administrative offices and for collecting and
analyzing information about system performance.

With all this computer-based technology already in
school systems and universities, should not some major
changes be observed in the way education is managed,
the way work is organized in the education industry, and
the way young people learn? Most analysts agree that
the changes are much smaller than expected, yet that the
potential for change is great (Carnoy 2002).

Historical research (Cuban 1986) suggests that
classroom teachers resist any technology that does not
facilitate their achieving the diverse goals that the
education system sets for them. Teacher resistance to
ICT may be an important reason for ICT’s “failure” to
permeate teaching. But teachers may resist ICT because
they do not feel comfortable using it except for the most
rudimentary operations, and resources are not available
to train them in teaching methods that incorporate ICT
into everyday teaching. Furthermore, for ICT to permeate
teaching, students may have to have access both to
computers on a scale only available in a limited number
of schools (every student with a computer) and to
databases that are now largely proprietary. It can be
concluded that the general lack of teachers’ computer
skills is the single largest barrier to the spread of ICT-
based learning in schools. Yet it is important to note two
additional facts: first, that the training required to make
large numbers of teachers computer-literate is not cheap.
It requires substantial resources, as a number of
experiences in industrial countries suggest. Second, even
if the teachers were highly trained in computers and each
student were provided with a computer, teacher content
knowledge might still be insufficient to produce
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significant gains in student achievement, and student
interpretive skills might be inadequate to sift and analyze
the vast amount of new information they might find on
the Internet.

A common use of ICT in business—to increase
productivity by analyzing employee performance and
working with employees to improve it—is a highly
underdeveloped management practice in education.
Again, the main obstacle to education managers (or
teachers) analyzing the vast amount of data on student
performance is lack of skills in using ICT for data-based
management. Management training in education is almost
entirely devoid of data analysis or the use of ICT for
data-based management.

In universities, many, if not most, teachers and
administrators in fact have these skills, and, as a result,
teaching, research, and administration at the tertiary level
have been much more generally affected by the
information revolution than primary or secondary schools.
However, despite some innovative alternative forms of
higher education in DMCs that are web-based—for
example, Universiti Tun Abdul Razak (UNITAR) in
Malaysia—there has been no great rush to dismantle the
traditional university. Indeed, again despite the much
greater flexibility of electronic learning, traditional
universities are still favored by most students, in large
part because of the social role they serve. Thus, an
important barrier to more intensive and pervasive
computer learning in schools and universities may be a
private and social preference for traditional classroom
education.

Nevertheless, there seems to be a major potential for
distance education using web-based learning systems,
particularly at the university level and particularly for
students who already have jobs but want to gain university
or graduate degrees studying part time. High-quality
web-based distance education is not cheap, however.
Producing good courses and providing the mentoring
required to ensure that students successfully complete
courses may actually cost more than traditional university
education, as evidenced by the best of such universities,
the Open University of Catalonia in Barcelona, Spain.
The largest distance universities—those in Indonesia
and South Africa—are less expensive to run, but do not
meet the standards of traditional universities. The major
saving in distance education accrues to students, in the
form of the income they do not forgo while studying.

Perhaps the greatest potential for ICT in education is
in education management and the improvement of
traditional teaching. Combined with easily estimated
student achievement gains available to teachers and

school administrators on a regular basis, greater use of
ICT would allow for constant assessment of student
education progress and teacher and school performance
in comparison with established norms. Teacher access to
lesson plans, networks of teachers, pedagogical
techniques, and other forms of teaching assistance in
specially designed databases creates many possibilities
for teacher self-improvement.

Most educators are coming to an old conclusion: it
is difficult to improve learning in schools by whatever
means without improving the teachers’ knowledge of the
subject matter (including ICT skills). Teachers cannot
develop higher-order thinking skills in students without
having acquired such skills themselves, and to a much
greater depth than required for the material they are
supposed to teach. ICT use, just like anything else in
schools, depends on teacher skills, as well as their
effectiveness. And this holds true in universities as well
as primary and secondary schools.

IMPROVING TEACHER EFFECTIVENESS

Educators contend, with good reason, that high-quality
teaching is fundamental to high student achievement.
There is now considerable evidence in the US that
variation in student achievement gains in a given
academic year is greater among classrooms in a school
than among schools in a district or region (e.g., Hanushek
et al. 1998). Although such results do not identify teacher
characteristics or teaching quality per se, they do suggest
that something about what some teachers are doing
produces more student learning than what other teachers
are doing, even using a similar curriculum. Other
evidence, from Brazil and Mexico, suggests that teacher
education and content knowledge have a significant
relationship to student achievement gains in basic
education (Carnoy, Gove et al. 2003, Santibañez 2002).
The Mexican data are especially interesting since teachers
in Mexico take a test every year to measure their
competencies—subject matter content knowledge is the
single variable that has a significant impact on test score
gains in both primary and secondary school.

In the new, globalized economy, one of the major
concerns of DMCs is to improve the quality of the labor
force and to equalize access to learning opportunities for
a much greater proportion of the young population. A
corps of teachers able to transmit the academic skills
required for students to be effective workers in the new
economic environment is key to keeping the advanced
DMCs competitive, to making other DMCs more effective
economic players, and to modernizing vast regions of
South Asia and Central Asia.
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We have some clues as to teacher effectiveness in
the DMCs from the TIMSS scores shown in Tables 9 and
23. It would be difficult to argue that teachers in DMCs
such as Hong Kong, China; Korea; Malaysia; Singapore;
and Taipei,China are ineffective given the relatively
high levels of student achievement there. When
production functions were estimated for mathematics
achievement in a number of countries using TIMSS
1999 results and controlled for socioeconomic
background, eighth grade students in Korea and Singapore
scored about one standard deviation above US students
and half a standard deviation above Czech, Netherlands,
and Hungarian students, whereas students from Thailand
scored above US students but below European students.
This suggests that, despite relatively low TIMSS
mathematics scores in Thailand, teachers there may be
rather effective in teaching students mathematics, given
their parents’ education levels and the academic resources
they bring from home. Pupil-teacher ratios are relatively
low in both primary and secondary school in Thailand
(about 22 pupils per teacher), which may reflect either a
high percentage of small rural schools or good working
conditions for teachers and students.

Assuming that DMC governments would like to
improve teacher effectiveness, what steps do they need
to take?

Reducing Class Size

The most common pressure by parents and teachers on
schools as a means of increasing teacher productivity is
class-size reduction. Good data on class sizes in DMCs
are unavailable, but one indicator is available—pupil-
teacher ratios. These ratios have fallen consistently in
most DMCs in the past 20 years, so that in most of the
DMCs outside South Asia, the ratio in primary school is
below 35 and for many DMCs, below 30. As DMCs
grow richer, they reduce teacher-pupil ratios. The major
exceptions are in South Asia, where India has 43 pupils
per teacher in its primary schools, and Bangladesh and
Pakistan more than 50. Assuming that many of these
schools are in remote rural areas with probably fewer
students per teacher, urban classrooms must have even
larger class sizes.

Most studies in the past showed little relationship
between teacher productivity and class size (Lockheed
and Verspoor 1986, Hanushek 1986). This led to some
international agencies recommending that countries not
reduce class size once it reached 45 students, since further
reductions would not produce higher achievement (unless
there were fewer than 20 students in the class). However,
the analysis that formed the basis of this recommendation

was fraught with problems, mainly that students who
are in large classes are not necessarily the same as
students who are in small classes—paradoxically, more
desirable schools in urban areas probably have larger
class sizes than less desirable schools. The students in
the less desirable schools may have less motivated
parents. It took an expensive experiment in the state of
Tennessee, US, where students and teachers were
randomly assigned to classes with 15 and 25 students, to
show that smaller class size did have a significant effect
on student achievement and that the effect was quite
large and persisted throughout the student’s academic
career. In addition, students from lower socioeconomic
backgrounds seemed to make larger gains in smaller
classes than students from more affluent families
(Krueger 2000).

Despite recommendations by international agencies,
pupil-teacher ratios in East Asia and Southeast Asia
have continued to fall. In South Asia, on the other hand,
pupil-teacher ratios have remained constant or even risen.
Class-size reduction is not usually a specific policy
measure but rather a function of the growth of public
revenues, teacher supply, and student demographics. In
much of Asia, rapid economic growth in the 1980s and
1990s (at least until 1997) led to class-size reduction
and rising teacher salaries (ILO 1996).14 If there is a
shortage of teachers, class size generally remains constant
or rises. In such cases, countries with economic growth
will use increased public revenues to increase teacher
salaries, although many countries have tried alternatives
to higher salaries (such as using secondary school
graduates with short-term training courses). Prior to
independence, the Central Asian republics with their
command economies had a large supply of teachers and
relatively large education budgets. Their class sizes were
set low (in part because of the dominant rural nature of
those societies), but in the transition of the past 10 years,
completely new economic and labor market conditions
have prevailed, and class sizes have risen.

Have these trends resulted in diverging education
quality? There are insufficient data on student outcomes
over time by DMC to answer this question, but it is
likely that if class size rises significantly under the
pressure of finance-based reforms, student outcomes
would deteriorate. At the same time, policy makers must
keep in mind that even in countries where class size
decreased, student outcomes (and teacher productivity)

14 There were exceptions, such as Malaysia, which held teacher
salaries down (but allowed gradual reductions in class size) until
the early 1990s, and then implemented a salary increase.



51

in many schools, particularly in rural areas, probably did
not rise, mainly because teacher quality itself did not
improve.

Improving Teacher Quality

At the core of the teacher quality problem are teacher
“effort” and teacher “capacity.” These two issues
generally dominate education improvement in this era
of emphasis on raising student achievement. The two
concepts are very different. The first, teacher effort, is
mainly a problem associated with rural and marginal
urban schooling, i.e., with low-income students, and
specifically with teacher absenteeism and time on task.
If teachers do not appear in the classroom to teach or
spend very little time teaching while in the classroom,
the most important factor in increasing productivity is to
ensure that teachers teach the required number of days
and hours, so that students have the opportunity to learn.
A few very recent studies in Latin America suggest that
getting teachers to teach the required number of days
per year and the required number of hours per day has
a large and significant effect on student achievement
(Marshall 2003). Studies of teacher absenteeism are
almost nonexistent and the subject is rarely discussed,
but if education equity is to be improved, increasing the
quality of education for low-income students, hence
increasing teacher effort in low-income schools—schools
that also have poor teaching conditions and are often
distant from the nearest town—is fundamental.

Increasing teacher quality in low-income DMCs and
in low-income and predominantly rural regions of DMCs
is therefore at least partly and perhaps largely a function
of ensuring that teachers give students an adequate
opportunity to learn. For example, in Bangladesh, the
average contact time between teachers and students in
primary education is only 2.5 hours a day, and in many
schools it is only 2 hours, according to the United States
Agency for International Development.15 The strategies
for achieving that goal vary from providing an
infrastructure of technical assistance, in-service training,
and social support for rural teachers; organizing a private
education alternative that relies heavily on parent support,
such as the Bangladesh Rural Advancement Committee’s
schools; and allowing local communities to monitor
teacher attendance and to pay incentives to those teachers
who meet attendance goals.

The second issue—increasing teacher capacity in
terms of knowledge of subject matter and teaching skills
in higher-income DMCs and most of Asia’s urban areas—
is even more complex. The usual approach to improving
teacher capacity is in-service training, but little (if any)
in-service training is oriented to improving teacher
content knowledge, and there are serious questions about
the link between teacher in-service training and improved
student performance.

Most analysts argue that preservice training has to
be substantially improved if it is to significantly change
teaching quality. The institutional sites of teacher training
are changing. Teachers in lower-income DMCs are
gradually being trained in tertiary-level rather than
secondary-level teacher training institutions, and in
higher-income DMCs, in universities rather than normal
schools for teacher training. The trend toward raising the
professional status of teaching by means of a shift in
preservice training from nondegree or nondiploma to
baccalaureate degrees and longer periods of preservice
preparation is a general trend (UNESCO 1993). But the
major consideration, especially with regard to the quality
of primary school teachers, is the quality of secondary
school education in the country. Most of the subject
matter knowledge acquired by primary teachers in core
subjects such as mathematics, science, and languages is
acquired in secondary school, not in teacher education
programs. Thus, DMCs such as Korea and Malaysia,
with high standards at the secondary education level, can
produce better primary school teachers than Indonesia or
the Philippines. With regard to the quality of secondary
school teachers, it is much more likely that their tertiary
education certifies them in subject matter knowledge
and that they specialize in teaching that subject.

In DMCs, teacher education requirements at the
beginning of the 1980s were already higher than in most
other developing countries (Ghani 1990). Sri Lanka
developed an innovative teacher education program called
Colleges of Education; these colleges were defined as
centers of excellence and intended for secondary school
graduates who had qualified for university admission to
prepare them as primary school teachers in a 3-year
course. This was intended to upgrade primary education.
Yet Sri Lanka also faced shortages of rural teachers that
forced the Government to recruit secondary school
graduates as “trainees,” placing them immediately in
rural schools and providing them with distance education
and in-service training (Mendis et al. 1992).

The major problem for teacher education in most
countries, then, is how to change the curriculum of teacher
preparation toward greater subject matter knowledge
and a focus on teaching a highly standardized primary15 See www.usaid.gov/bd/education.html.



52 Key Indicators of Developing Asian and Pacific Countries

and secondary school curriculum that is both demanding
and effective. Teacher education classroom courses could
probably be shorter and a teacher practicum supervised
by a master teacher could be longer, perhaps a full year.
This would reduce the cost of teacher education, do a
better job of unifying theory and practice, and give
young teachers an opportunity to model themselves on a
highly skilled practitioner.

Another element in increasing teacher capacity may
be incentives. Most DMCs raised teacher salaries
substantially in the 1980s and early 1990s because of
rapid economic growth (ILO 1996). This helped in teacher
recruitment and may have helped avoid a decline in the
quality of new teachers as wage rates in other professions
rose rapidly with economic growth, eroding the relative
material position of teaching as a profession. However,
the rapid increase of women entering the labor force
throughout Asia also helped maintain the supply of
teachers, even with the pressure of increased access for
women to other, higher-paying professions. This balance
varies from country to country, but policy planners have
to be acutely aware of the relative salaries and wages
(per hour of work) of teachers compared to workers of
the same gender and the same education in other
professions. Ultimately, relative salaries are a major
incentive for drawing high-quality individuals into
teaching. For example, Malaysian planners noted that, in
the early 1990s, the quality of applicants to teacher
training institutions was declining and this appeared to
be related to a sharp decline in salaries of teachers relative
to those in other professions.

Wage incentives are not the only way to increase
teacher capacity. The conditions of work are also
important, with class size a major factor. Other incentives
may increase teacher capacity—for example, wage or
other premiums based on demonstrated improvements in
subject knowledge and teaching skills. In many countries
of the world, teachers have to take a test to be certified
and qualify for a teaching position. National certification
can be applied at different points in a teacher’s career
and can include a portfolio of teaching practices as well
as subject matter examinations. Such certifications could
be a prerequisite for merit pay increases as well as
designations, such as master teacher, which carry with
them additional status (and responsibility).

Some analysts have recommended incentive pay
associated with average school gains on state diagnostic
tests given to students—this is usually associated with
national or regional accountability systems that include
census-type “high stakes” tests given to all students in
certain grades. These are relatively rare in developing
countries because they are quite costly, but Chile applies

such a test to 4th, 8th, and 10th graders every 2 years.
Many states in the US do so as well. On the other hand,
many DMCs use high stakes student tests at the secondary
level, and these are often seen as a measure of secondary
school quality. Nevertheless, absolute pass rates are not
a very good measure of value added or teacher quality,
particularly where schools admit their students selectively.
Thus, it is very difficult and expensive to implement
teacher-incentive pay schemes based on student
performance gains, and for this reason perhaps such
schemes are rarely used.

Mathematics in the Curriculum

Analysts using the TIMSS data have focused on various
aspects of the mathematics curriculum that have
important implications for delivering higher quality
mathematics education and hence preparing students for
the more competitive global economy. The fact that
some DMCs are already at the top of the scale in
mathematics performance suggests that approaches to
mathematics in these DMCs, which include curricular
choices and teacher preparation to teach those curricula,
may serve as models for the rest of Asia.

According to the TIMSS studies (Schmidt et al.
2002), the main curriculum issue is whether the
mathematics material covered in the TIMSS is presented
to the students by the spring of eighth grade. We have
TIMSS data on mathematics material for three DMCs—
Korea, Singapore, and Thailand—in 1995 and 1999. The
questions to teachers in 1995 allow us to construct a
mathematics coverage table, whereas in 1999, we can
only construct a table that suggests what is covered, but
is not specific.

The 1995 data suggest that Korea covers the main
subjects tested in the TIMSS fairly universally (Table
25). Only a small percentage of students in Singapore
study two of the five “hard” subjects in seventh and
eighth grade, but all the students study three of the
subjects. In Thailand, a much smaller percentage of
students is exposed to any of these subjects. This certainly
suggests that one reason that Thai students score lower
on the TIMSS is that, on average, they receive less
exposure to the subjects tested.

The 1999 data show us the distribution of students
and average test scores across classes covering mainly
“numbers”; algebra; algebra and geometry; and algebra,
geometry, and numbers (Table 26). In both Korea and
Singapore, most students are in classes that are more
general. In Korea, students in the different types of
mathematics courses get the same scores on the TIMSS,
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but in Singapore and Thailand that is not true.
Nevertheless, scores in Korea and Singapore are much
higher across classes, suggesting that teachers and
curriculum combined may produce better results than in
Thailand.

Other DMCs would, therefore, do well to observe
how mathematics is taught in countries such as Korea
and Singapore, and attempt to emulate them. Obviously,
it may not be possible to provide exactly the same
curriculum elsewhere, since teachers have to be trained
to teach similarly to Korean and Singaporean teachers,
to the extent possible given local cultures and conditions,
while students have to have the same kind of support at
home. It is possible that these conditions may not be
possible to fulfill, but it may be worth at least analyzing
what it would take to reproduce such mathematics
teaching elsewhere.

The main point is that the student achievement
success observed in high-scoring countries is due to a
combination of interacting factors. The mathematics
curriculum being used in, say, Korea requires other
conditions prevailing in Korea, including teacher training
and teacher knowledge of the subject matter, as well as,
possibly, relations among teachers and the supervision
system in schools. A country that wants to implement a
new curriculum, whether in mathematics or other subjects,
needs to pay close attention to what existing teachers are
capable of or the degree of preparation that teachers will

need to implement it successfully. Many studies have
shown that unless experienced teachers are trained in a
new curriculum and unless new teachers are prepared in
preservice education around the curriculum, it will be
implemented with enormous variation and often not in
the intended way. One of the elements of a successful
curriculum is that it is deep and focused. The curriculum
should be clear on what skills teachers should teach in
every grade and emphasize teaching those skills well.

CONCLUSIONS

It is of course a truism to say that globalization is having
a profound impact on national development. This new
trend is presenting considerable challenges and
opportunities to all economies, including DMCs. Indeed,
DMCs have already played a vital role in shaping
globalization. They have provided much of the new
competition for manufactured goods in world markets
and have supplied large numbers of highly educated
migrants to industrial countries’ research and
development sectors.

A major element in globalization is the rapid
expansion of ICT industries, and increased flexibility of
labor. As knowledge-based industries and services expand
at the heart of the new information economy, those
countries that can take most advantage of the
transformation are those with the best-educated, most

Table 25 Mathematics Subject Coverage in Seventh and Eighth Grades,
Three DMCs, 1995, Percentage of Students Exposed to Subject

Subject
Basic 1-D and 3-D Geometry
3-D Geometry
Functions, Relations, and Patterns
Linear Equations
Other Equations and Patterns

Source: TIMSS 1995, available: http://timss.bc.edu/timss1995.html.

Korea, Rep. of

71
60
70
89
87

Singapore Thailand

99
8
2

100
99

38
18
25
48
54

Table 26 Mathematics Score and Proportion of
Pupils in Track in Eighth Grade, Three DMCs, 1999a

Track
Numbers
Algebra
Algebra and Geometry
Algebra, Geometry, Numbers

a Percentage of pupils in track and average mathematics score.
Source: TIMSS 1999, available: http://timss.bc.edu/timss1999.html.

Korea, Rep. of

6
19
20
50

Singapore Thailand
% Pupils Score % Pupils Score % Pupils Score

56.0
56.0
56.8

…

9
29
11
45

51.8
57.8
60.8

…

45
2
4

45

…
…
…
…
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trainable workers. The Asia and Pacific region has
responded by increasing the average education of its
labor force more rapidly than any other region of the
world. Students in a number of DMCs score the highest
in mathematics in international tests, suggesting that the
quality of instruction in those education systems is very
high.

This education success, combined with the continued
demographic transition in most of the region, presents
many opportunities to those DMCs that are able to
capitalize on them. Each DMC will have to make its own
objective assessment of its capacities (present and future,
based on the current situation and factors such as the
demographic pressure and financial capacity), and make
political and strategic choices related to the position it
wants to occupy in the global economy. Education
strategies will be crucial to maximizing the benefits of
this changing environment and to taking advantage of
globalization.

This review has concentrated on a number of such
strategy issues related to increasing enrollment and
improving the quality of education in the new global
environment. It has been seen that globalization puts
increasing pressure on countries to expand secondary
and higher education. So in the future, both the more
advanced and the low-income DMCs will need to pay
special education to these upper levels of schooling. In
addition, there are important economic and social benefits
of universal literacy—many DMCs still have high rates
of illiteracy and significant proportions of young people
who do not complete primary school. Financing such
expansion and improvement is a major issue, so public
and private funding will certainly play an important role
in every DMC if reasonably high-quality education is to
reach all the region’s children in an equitable fashion,
and education access is to expand rapidly enough to
meet emerging demands.

It has also been argued that there is little empirical
evidence to support the increasing emphasis placed on
many of the most popular current education reforms in
the region, such as decentralization and privatization of
education, and using computers for improving student
academic achievement. Indeed, it is difficult to avoid the
hard reality that even in the computerized global
economy, it still takes well-trained, knowledgeable
teachers working imaginatively with pupils to improve
academic performance significantly. High-quality teacher
education centered on curricula that help students meet
the economic needs of the modern world, as well as an
education system capable of assuring that teachers deliver
those curricula equitably to all children, are the core
elements of quality education.

Internationally comparable data on inputs, outputs,
and outcomes of education and training systems will be
needed for planning, monitoring, and assessing these
new strategies, though the traditional set of indicators
(e.g., enrollment ratios, literacy rates, repetition rates,
and percentage of teachers with academic credentials)
performs poorly for this purpose. As put by ADB in
2001:

The devolution of education dialogue and
decisions and the emergence of local strategic
education planning require that new kinds of data,
information, and indicators be made available
and analyzed at provincial, local, and school
levels. Local, national, and international data and
indicators minimally adequate for informed
education decisions are frequently unavailable in
many DMCs. This is true at all levels of education
policy making, planning, and evaluation from the
central education bureaucracy to the school (ADB
2001a, p.147).

The strategy to remedy to this problem consists
in the development over time of (i) a regional
education indicator system; (ii) new information
collection and processing capacities at the
provincial and district levels; and (iii) on-site
assessment and monitoring capabilities at the
school level. […] The indicator set should include
attention to each major policy area but should
also probe deeply into areas where other indicator
sets are weak, such as the learning environment,
education and work, home conditions, and student
achievement (ADB 2001a, p.148).

The hard reality of what it takes to create a high-
quality education system for the new global economy
should give education policy makers pause. There is no
magical “silver bullet” that can transform a poor learning
environment. The enormous amount of reform rhetoric
and various reform efforts have only had a small positive
impact on the amount that the average student learns in
a given country by the eighth grade or the end of
secondary school. The results are confounded by a number
of factors, including the average social class of the
students attending these grades at different points in time
and the changing nature of knowledge having relevance
in an advanced, postindustrial society. But, overall,
reforms seem to be more successful in raising the quality
of schooling for the most disadvantaged groups than
raising the performance of the more typical student in
any given grade.

At the same time, intergenerational literacy studies
(e.g., OECD 2000) show that the average young person
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is learning more, mainly by staying in school longer, and
that this has been the traditional means of increasing
formal knowledge in industrial and postindustrial
societies. From an economic and political standpoint,
this strategy of increasing achievement levels in the
labor force by increasing average education attainment
makes eminent sense. We can expect that school graduates
in DMCs will be more able, more trainable, and probably
more productive in succeeding generations even if the
quality of primary and secondary school in each DMC
improves little. However, lower-income students will
probably do much better in the DMCs that try to improve
the least-good schools than in the DMCs that do not. In
other words, enhancing education equity requires
improvement in schools as well as increase in access.

Thus, in the quest for improving access both to a
higher quality and higher levels of schooling, DMCs
have to choose their strategies carefully. Asia is a vast
region with great variation in economic, social, and
education conditions. Economies are at different stages
of development and their education systems are at
different stages of expansion. But globalization is
encouraging all DMCs to make wise strategic choices as
they seek to maximize economic and social opportunities
in the coming decades.

The PRC and South Asia hold most of the region’s
population, but many of the most interesting lessons to
be learned about education strategies in the new global
environment come from other, much smaller nations.
Variation is, indeed, a good teacher. Starting with the
largest, though, DMCs include:

• PRC and India. These are two huge DMCs
with diverse populations that have greatly expanded
access to secondary education in the past 25 years, but
that offer relatively limited access to higher education,
particularly given their increasingly important role in the
world economy. Both spend much more in terms of
public resources per student on higher education relative
to costs per student at lower levels of schooling than
other DMCs. Both are major suppliers of highly skilled
labor to industrial countries. Both have the potential to
be major players at the high end of the knowledge
economy. India, much more than the PRC, has to be
concerned about equity issues, since a much smaller
proportion of the youth age cohort attends secondary
school than in the PRC. However, both DMCs need to be
concerned about their higher education systems: India’s
is 60% private, with enormous variation in the quality of
the institutions. The best Indian universities are public,

and spending per student at them is inordinately high.
The PRC is moving toward charging fees in public
institutions as a means to expand, but is starting from a
very low base. India has world-class elite universities,
but like the PRC, needs to make universities much more
research oriented and much more tied into a production-
sector innovation system. India also has to consider how
it justifies spending so much public money per student in
these elite universities while public primary education
has still not reached every child and while lower-income
students have to pay to attend low-quality private
universities.

• Hong Kong, China; Korea; Malaysia;
Singapore; Sri Lanka; and Taipei,China. These are
world-class economic competitors with high-quality
schooling and more than 75% of their young people
enrolled in secondary school. In the past 10 years,
Singapore has greatly increased enrollment at the
university level, a conscious decision to prepare its young
people for new roles in the global economy. Korea and
Hong Kong, China have even higher levels of university
enrollment. Malaysia and Sri Lanka are still far behind
on this score; for the others, the main education issue is
how to improve their university systems so that their
graduates can be innovative as well as competent, and to
increase the equity of higher education access.

• Indonesia, Philippines, and Thailand. These
are all potentially important players in the new global
economy, but vary in the main issues they face in
education. Indonesia has expanded secondary education
rapidly, but not university, and faces the issue of relatively
low student achievement levels. Furthermore, Indonesia’s
education system is highly privatized, particularly at the
secondary and university levels, making it more difficult
to expand education with quality improvements during
difficult economic times. Raising quality while expanding
education, both important issues for Indonesia, will not
be easy. The Philippines, with its highly privatized
secondary and university education and high proportion
of students enrolled at both levels, has compensated for
low-quality student performance by very high attainment
levels: one fourth of its population over 25 years old has
attained tertiary level education, higher than Korea, and
the highest among major DMCs (World Bank 2000).
Thailand has lower levels of attainment than the
Philippines, but higher student achievement in
mathematics and science, at least according to the TIMSS
results. Thailand has, however, greatly expanded
secondary and higher education enrollment in the past
20 years, almost entirely within the public sector.
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• Cambodia, Lao PDR, Myanmar, and Viet
Nam. These three countries are poorer than the previous
group and, generally, much more rural. Cambodia and
the Lao PDR are still in a phase of reaching their youth
population with primary education. Myanmar is
expanding its education system but remains largely
outside the world economy. Viet Nam has the potential
of rapidly expanding education and producing high levels
of student achievement.

• Pakistan. This is its own special case of a large
country that participates actively in the world economy,
but still has problems with investing sufficiently in
education so that its youth population, particularly in
rural areas, can finish primary school. In 2000, only 39%
of the age cohort, urban and rural, was enrolled in
secondary school—and only 32% of girls. Clearly,
expanding education access is a major education issue.

• Central Asian Republics and Mongolia. These
are generally marked by relatively low per capita income
and mainly rural populations, but have high education
access, high levels of education in the labor force, and
much greater equality of access than, for example, most
of the DMCs of South Asia, or Indonesia and the
Philippines. We have no measure of the quality of
education in, say, Kazakhstan’s schools, but we do know
that an average child in that country has a relatively high
probability of attending tertiary education, and that even
children from low-income families have some chance of
reaching higher education. Should these DMCs access
significant foreign investment (some have oil reserves),
they may be poised to prosper in the next growth cycle.
Their main strategy issue is probably to assure continued
provision of reasonable quality schooling and university
in a period of severe readjustment from a command to a
market economy. Creative approaches to teacher supply
may become an important factor in such a strategy.

• Pacific DMCs. Some of these DMCs, such as
Samoa, have high enrollment rates in secondary
education, but others, such as Papua New Guinea, do
not. For most of the island countries, tourism and public
services are the major employers. They also export some
of their populations because of limited possibilities at
home. Yet the two main sources of employment require
educated populations, so, small as they are, these
countries must focus on expanding secondary education.

In general, DMCs seem to have a significant
advantage over other developing areas in future economic
competitiveness: Asian societies are usually
characterized by more equal income distribution than
Africa’s and Latin America’s, and this may make it
easier to mobilize physical and human capital for
economic growth. Another advantage in many DMCs is
the success that they have had in producing scientific
and technical personnel who can contribute to an
innovation-based economy and produce the knowledge-
based services (including higher-quality education and
management technology) that are crucial to higher
productivity. Many DMCs also have relatively high-
quality primary and secondary education.

However, it will be difficult to build effectively on
these strengths if, as some experts think, many DMC
economies stagnate or grow slowly over the next decades
because of political instability generated by religious
conflict, geopolitical conflict, or internal private and
public sector corruption (ADB/OECD 2002). Economic
development has always depended on stable political
and macroeconomic environments. In the global
economy, with its huge capital flows moving worldwide
almost instantaneously, political stability and smoothly
functioning legal systems are an indispensable
complement to widely available basic and technical
education.
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