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I. INTRODUCTION

China has been pursuing comprehensive, market-oriented economic reform since the early 1980s.  China’s social structure and institutions have undergone widespread and far-reaching changes.

During the first three decades after the Chinese Revolution, despite low levels of economic development and limited amount of financial and technical resources, socialist planning was able to provide basic, but relatively comprehensive, social security and welfare to the majority of the population.  Nearly all of the urban residents were provided with basic health care, education, housing, and pensions.  As people’s communes were consolidated in rural areas, by the end of the 1970s, the majority of the rural residents were covered by the cooperative health care system and provided with basic education. 

The disintegration of people’s communes led to the de facto privatization of China’s agricultural production.  During the 1990s, the full-scale privatization of previously collective owned town and village enterprises further undermined the revenue base of rural local governments, many of which have become heavily indebted and lost the capability to finance and support local public services.  In the urban sector, the state and collective owned enterprises have suffered from deteriorating conditions and many have been privatized.

These changes have undermined and eventually led to the disintegration of the once successful social security system built under socialist planning.  While governments of different levels continue to own most of the hospitals, health care facilities, schools, and universities, the health care and education financing systems have been in effect, largely privatized.  Further, in recent years many Chinese health care and education institutions have pursued a policy of “marketization” (chanyehua, that is, transforming from non-profit institutions into profit-seeking businesses).  The privatization of the financing systems and the “marketization” of health care and education institutions have largely deprived the low-income population of their ability to access health care and education services.

The lack of access to basic health care and education by the low-income population has become a major factor in preventing poverty reduction and has contributed to the generation of new poverty population.  Health care and educations services are public goods with strong external effects.  Privatization of basic services, by distributing education and health care resources unequally among the population, is like to intensify the existing inequality in income and wealth distribution.  Further, the lack of access to basic services by a substantial portion of the population is likely to have negative effects on the overall accumulation of human capital and lower the growth potential.  Lower economic growth and greater inequality in turn imply greater poverty population or slower rate of poverty reduction.

To improve the access of the low-income population to basic services and facilitate the efforts of poverty reduction, the Chinese government needs to substantially increase the amount of resources committed to basic health care and education, change the behavior of public medical care and education institutions to provide more and better services to the low income population, improve the performance of private medical care and education services, and develop new public institutions that guarantee universal access to basic health care and education.  Some specific policy proposals will be discussed in the last section of this policy brief.

II. Health Care and Education: 

Case for Government Intervention and Public Ownership
Neoclassical economics traditionally believes that free market and private property ensure the optimal allocation of resources.  However, the neoclassical view is based on a set of unrealistic assumptions.  In reality, because of monopoly, asymmetric information, moral hazards, externalities, and public goods, market failures are pervasive and government intervention or public ownership may produce better results.

Health care and education are areas characterized by strong externalities and asymmetric information.  For example, poor people who fail to see doctors because of economic constraints may spread contagious diseases to the rest of the population.  Doctor may take advantage of uninformed patients and advice the patient to take expensive, but unnecessary medicines (Wang 2003).  Similarly, social returns to education may be substantially greater than private returns (Cai 2001: 72-77).

Because market failures have serious negative effects in the areas of basic public services, governments in most countries play a major role in providing or regulating health care and education services.  For example, the share of government expenditures in total health care expenditures is near or greater than 70 percent in all but five OECD countries (US, Switzerland, Mexico, South Korea, and Greece) (Wang 2003).    

III. The Evolution of China’s Health Care System 

and the Impact on Poverty
3.1 The Performance of the Chinese Health Care System during 1950-1980

During the first three decades after the Chinese revolution, despite low levels of per capita income and limited financial and technical resources, China was able to make substantial progress in public health.  During the 1950s, China’s health indicators were among the worst in the world.  By the late 1970s, China’s health indicators (such as average life expectancy, infant mortality rate) were not only much better than the average performance of low income countries, but also better than that of the world average and the average performance of middle income countries.  This must be considered a major achievement in human development.

Table 1 presents the health indicators of selected countries and country groups between 1960-2001.  The statistics suggest that between 1960-1980, China made more progress in basic health care than all the selected countries and country groups.

Before 1980, China’s health care system had been developed under structures and institutions compatible with the socialist planned economy.  Three medical care systems were in place that covered the vast majority of the population.  Under the labor insurance medical care system, the health expenses of the workers and staff of state and collective owned enterprises were paid by their enterprises (with employees’ dependents entitled to a 50 percent reimbursement of their medical care costs).  By the late 1970s, the labor insurance medical care system covered all employees in state owned enterprises and most workers in collective owned enterprises.

Under the public service medical care system, all government staff (including those who had retired) and students in colleges and universities were entitled to free medical care, covered by government funds.

Traditionally, there was no health insurance system available to China’s rural residents and all rural residents paid out of pocket for medical services.  In the late 1950s, the cooperative medical care system started to develop under the People’s Commune System (a People’s Commune is simultaneously the town level local government and a multi-industry economic organization based on collective ownership of the means of production).  Peoples’ Communes provided a part of the public welfare fund to establish a health station at the production brigade (village) level.  Each health station had one or two health workers (the “barefoot doctors”) responsible for the provisioning of primary health care who were paid by the collectives based on the work-points they earned.  The system also received financial contribution from peasants through a prepayment mechanism and the peasants could obtain a reimbursement for a fixed percentage of medical care expenses.  The Chinese government made efforts to extend the cooperative medical care system to the whole country.  By the late 1970s, the cooperative medical care system became the primary means of financing rural health services, covering 90 percent of Chinese villages or 80-85 percent of the rural population (Gu and Tang 1995). 

During the 1960s and the 1970s, the Chinese government made substantial efforts to extend basic health care services to the rural population.  On June 26, 1965, Mao Zedong made the famous comment: 

“The Ministry of Health only serves 15 percent of the national population, and mainly serves those “gentlemen” among the 15 percent.  The broad masses of peasants have no access to medical care, no doctors, no medicines.  The Ministry of Health is not people’s ministry of health.  It should be properly referred to as the Urban Ministry of Health or the Ministry of Health for Urban Gentlemen. … The emphasis of the medical and health care work should be placed in the rural areas.” 

During the following years, the government’s health and medical care work had focused on providing basic public health services to the entire population.  Much of the effort and the resources had been spent on the prevention of contagious diseases or common diseases, and the elimination of “local diseases” (endemics).  Medical practice emphasized the use of low-cost, but effective techniques.  Medical and health care resources had been re-distributed from the urban to the rural areas.  The rural share of the country’s hospital beds increased from 40 percent in 1965 to 60 percent in 1975.  By the late 1970s, China’s health care system was widely perceived as a great successful model in providing basic health care services to the vast majority of the population under underdeveloped conditions (Wang 2003; Li, J. 2004). 

3.2 The Disintegration of the Rural Cooperative Medical Care System

The rural cooperative medical care system was based on the agricultural collectives under the People’s Commune System.  During the early 1980s, the People’s Commune System was replaced by the household responsibility system that led to the de facto privatization of agricultural production.  The decline of the agricultural collectives deprived the cooperative medical care system of its primary source of finance.  In addition, different levels of the government withdrew the political support they had provided.  By 1985, the percentage of the villages covered by the cooperative medical care schemes fell to only 5 percent (Gu and Tang 1995).  

During the 1990s, the Chinese government made some effort to re-build the cooperative medical care system in rural areas.  However, with the disintegration of the collective economic sector, local governments have been able to provide little financial support and individual peasants are expected to bear the main burden of financing.  Without adequate financial support, most of the trial projects failed. By the end of the 1990s, less than 13 percent of the rural residents had some form of health insurance and the cooperative medical care system covered only 6.6 percent (Zhang 2002; Wang 2003; Fan 2004).  The remaining cooperative medical care schemes are concentrated in areas where the collective economic sector has survived (Wang 2003; Li, J. 2004).

3.3 Critique of the Urban Medical Care Systems and the Case for Market-Oriented Reform

Both the labor insurance and the public service medical care systems were developed under the economic system of socialist planning.  Critics of the two medical care systems argue that the traditional free medical care systems led to wastes and inefficiency.  Under the traditional systems, neither the medical care institutions nor the patients had incentives to reduce medical costs.  The patients were encouraged to “treat minor diseases as serious ones.”  People who were not supposed to be covered by the system could benefit from the system if they had connections to people in the system.  As a result, medical care costs had increased at an excessively rapid pace under the traditional systems and had gone beyond the affordability of the government or state and collective owned enterprises (Gu and Tang 1995; Cai 2001: 209-210).

The critics further argue that the traditional medical care systems prevented the movement of human resources between enterprises and between different economic sectors.  As many state and collective owned enterprises suffer from financial difficulties, many enterprises have lost the ability to finance labor insurance medical care schemes.

As China’s underlying economic structure undergoes fundamental changes, the social security system (including the health care system) needs to be transformed accordingly.  One can certainly make the case that the previous enterprise-based labor insurance medical care system is no long appropriate in the environment of market economy and needs to be replaced by certain systems that would pool medical care risks among broad sections of the population.

However, it is not quite obvious that under the traditional labor insurance and public service medical care system, medical care costs had increased at an excessively rapid pace or gone beyond the country’s ability to afford.  According to Gu and Tang (1995), the total expenditure due to the labor insurance medical care system increased from 5.3 billion Yuan in 1980 to 22.2 billion Yuan in 1990 (or 13.3 billion Yuan in 1980s prices), with an average annual growth rate of 9.6 percent.  The total expenditure due to the public service medical care system increased from 0.67 billon Yuan in 1980 to 5.42 billion Yuan in 1990 (or 3.24 billion Yuan in 1980 prices), with an average annual growth rate of 11 percent.

During the 1980s, the population covered by the labor insurance medical care system increased from 117.8 million to 203.2 million, and the population covered by the public service medical care system increased from near 16 million to 26.8 million.

China’s economic growth rate during the 1980s was 9.2 percent and the urban sector economic growth rate was even higher.  Given China’s rapid economic growth in the period and considering the substantial expansion of the population covered, it is difficult for one to characterize the growth of medical care costs during the 1980s as being excessively rapid.

3.4 China’s Health Care System Reform

Since 1984, the Chinese government has taken steps to promote the health care system reform in the urban sector.  During the late 1980s and the early 1990s, the purpose of the health care system reform was to contain excessive growth of medical care costs and to prevent wasteful use of medical resources.  Instead of having the government and the employers (state and collective owned enterprises) bearing the full burden of medical care costs, the burden was to be shared by the government, the employers, and the employees (Cai 2001: 211; Song and Liu 2001).

In 1993, the Third Plenum of the Fourteenth Central Committee of the Chinese Communist Party declared the goal of China’s social security system reform was to accomplish “a combination of social accounts and individual accounts, having employers and individuals sharing the finance of urban employees’ pension funds and medical care insurance funds.”  

In 1998-99, the Chinese government promoted in the nation-wide the new urban medical care insurance system.  All urban employers and employees are required to participate in the new system.  The new system consists of the basic medical care insurance account and individual accounts.  The basic medical care insurance accounts pays for medical expenses that occur because of more serious diseases and hospitalization.  Individuals are responsible for the payment of expenses that occur because of less serious diseases and regular outpatient visits.  The employer is required to contribute to the basic medical care insurance account in the amount of 6 percent of total wage bill, and each employee is required to contribute in the amount of 2 percent of the employee’s wage bill (Cai 2001: 212).

The new medical care insurance system intends to accomplish “broad coverage at low levels,” providing basic health insurance to all urban sector employees.  In practice, many unprofitable state and collective owned enterprises and private firms in the informal sector have failed to participate in medical care insurance.  By 2002, 78.3 million people participated in the new medical care insurance system, amounting to 47 percent of the population that should be covered by the system (Qiu 2002).

Local social security offices often refuse to accept the participation of unprofitable enterprises, based on the concern that these enterprises are likely to make small amount of contributions but the medical care expense of their employees (including retirees) may be substantial.  Some enterprises have been unable to pay wages to workers on time, not to mention making contributions to medical care insurance.  These enterprises and their employees have to give up participating in the medical care insurance system (Li, J. 2004).  On the other hand, local governments have often failed to provide the necessary fiscal subsidies to cover the insurance gap (Qiu 2002).

3.5 The Performance of the Chinese Health Care System in the Era of Market-Oriented Reform

3.5.1 The Privatization of China’s Health Care Financing System


With the disintegration of the rural cooperative medical care insurance system and the decline of state and collective owned enterprises in the urban sector, China’s health care financing system has been in effect largely privatized.  The majority of the Chinese population are no longer covered by state or collectively financed medical care insurance systems and have to pay out of individual pockets for medical care services.


The share of government spending on health care in China’s total health care expenses fell from 36 percent in 1980 to 15 percent in 2000.  In 1980, state owned enterprises, collective owned enterprises, and rural cooperatives contributed to 44 percent of China’s total health care expenses.  By 2000, their share fell to 24 percent.  As a result, the share of health care expenses made by individuals increased from 23 percent to 61 percent (Wang 2003).


It is remarkable that China has been leading the world-wide trend of health care financing privatization.  China’s private sector share of total health care expenses now is not only substantially above the world average, but also higher than the average of every country group, including high-income countries, low and middle income countries, least developed countries, as well as transition economies.


Table 2 presents the international comparison of health care spending structure.  Between 1980-2000, China’s share of public spending in the total health care spending had declined more than any other country and country groups.


With the privatization of the health care financing system, people’s access to health care resources largely depends on the levels of individual income and wealth.  To the extent the operation of a market economy inevitably leads to rising inequality in income and wealth distribution, it is likely to further result in rising inequality in the distribution of health care resources.  Low-income social groups may be deprived of access to health care services because of their insufficient ability to afford health care costs.

3.5.2 Inequality in the Distribution of Health Care Resources


China’s inequality in the distribution of health care resources has now reached unprecedented levels.  The rising inequality finds expression in rising regional gaps, rising gaps between the rural sector and the urban sector, as well as rising gaps between high-income and low-income social groups.

( Regional inequality: In 1998, Shanghai (the riches region) had a per capita government spending on health care of 90 Yuan (or US $10.8) and Henan (the poorest region) had a per capita government spending on health care of only 8.5 Yuan (or US $1.0).  The gap was more than 10 times.  In term of hospital beds per thousand of population, the gap between the richest region and the poorest region was 3.1 in 1982.  The gap increased to 4.2 in 2001.  In seven provinces (Guizhou, Xizang, Qinghai, Hubei, Hunan, Jiangxi, and Xinjiang), the number of hospital beds per thousand of population has not increased or declined absolutely during the past two decades.

( Urban-rural inequality: In 1998, the urban sector had a per capita government spending on health care of 130 Yuan (or US $15.7) and the rural sector had a per capital government spending on health care of only 10.7 Yuan (or US $1.3).  The gap was 13 times.  In 2000, while the rural residents accounted for 64 percent of the total population and the urban residents accounted for 36 percent of the total population, the health care spending in the rural areas accounted for only 22.5 percent of China’s total health care expenses and the health care spending in the urban areas accounted for 77.5 percent.


Between 1993-2000, the rural share in the total health care expenditures fell from 34.9 percent to 22.5 percent.  Between 1982-2001, while the total hospital beds in the urban areas increased from 0.83 million to 1.96 million, the total hospital beds in the rural areas fell from 1.22 million to 1.02 million.

(  Inter-class inequality: A national survey in 1998 found that as household income falls, the share of medical and health care expenses in total spending tends to rise.  That is, low-income groups suffer from comparatively higher burden of health care spending.  Further, those who earned less than 2000 Yuan a year in the urban areas and who earned less than 1000 Yuan a year in the rural areas suffered from financial deficits, that is, their annual incomes were less than their annual expenditures.  A substantial portion of the population are unable to see the doctors or stay in hospitals because of financial concerns.


The World Health Report 2000 ranked the health care performance of 191 member countries.  When health care financing equity is concerned, China was ranked 188th, among the few most inequitable countries.

3.5.3 The Privatization and the Deteriorating Performance of the Rural Health Care System


The three level (county, town, and village) preventive and medical care system based on collective economy played the key role in China’s rural health care revolution during the first three decades after the revolution.  Since the 1980s, the improvement in health care conditions in the rural areas has been concentrated at the county level.  By contrast, the health care services at the town and village level have been faced with growing difficulties.


The town level health care facilities is the crucial part of the three level system, connecting the upper county level and the lower village level, providing basic services such as prevention, basic medical care, health care supervision, health care education, family planning, and health restoration and improvement.  Since the 1980s, many medical and health care workers have left the rural areas and the town level health care facilities have suffered from substantial loss of human resources.  Further, the town level health care facilities increasingly less financial support from local governments.  The government subsidies are not even sufficient to cover the payroll of health care workers, not to say making investment in equipment and infrastructure.  As a result, many town level health care facilities have to struggle for survival.  According to China’s minister of health, about one third of China’s town level health care facilities remain in good conditions, one third manage to survive, and the other third have totally collapsed.  Many town level facilities have been either contracted out or sold to private owners (Zhang 2002; Wang 2003; Hu 2004). 


The village clinics are the health care facilities most commonly used by the rural residents.  As the collective sector in the rural areas has disintegrated, the village communities have lost a major source of revenue and many are no longer able to pay wages to clinic workers.  The village clinics have either collapsed or been sold to private owners.  Currently about 50 percent of the rural village clinics are owned by individuals. 


From 1975 to 2001, the total number of rural doctors fell from 1.5 million to about one million, and the total number of rural nurses fell from 3.28 million to only 270 thousand.  Many of the village level health care workers received their training thirty years ago during the collective era.  The remaining health care workers have neither the resources nor the incentives to provide basic preventive and medical care services to the rural residents (Wang 2003; Hu 2004).

3.5.4 The “Marketization” of the Medical Care System and the Excessive Growth of Medical Care Costs


Urban hospitals and health care facilities used to be fully publicly financed.  In the era of market-oriented reform, the share of government contribution has been steadily reduced.  According to China’s Minister of Health, government subsidies now account for only about 7 percent urban hospitals’ total income, or less than 30 percent of the total payroll expenditures (Zhang 2002).


In this context, the Chinese government has provided urban hospitals with more autonomy in earning revenues from services and drug sales.  These changes have encouraged the development of “marketization” or chanyehua, that is, to transform hospitals and health care facilities into profit-making institutions.  The government allows urban hospitals to run retail drug businesses and the hospitals may charge up to 15 percent mark up on modern medicines and 25-30 percent mark up on traditional Chinese medicines (Song and Liu 2001).


The arrangement encourages the hospitals to collaborate with drug producers to raise drug prices.  Hospitals are motivated to prescribe excessive or unnecessary drugs among patients.  To develop new sources of income, hospitals have purchased expensive and highly advanced equipment raise service charges and ask patients to go through unnecessary examinations (Song and Liu 2001).


One of the key arguments for market-oriented reform is to provide incentives for hospitals and patients to control the growth of medical care costs.  In fact, medical care costs have been growing at unprecedented pace in recent years.  Between 1989-2001, the average outpatient visit charge increased by 965 percent and the average hospitalization charge increased by 998 percent.  By comparison, during the same period, per capita urban household income increased by 544 percent and per capital rural hospital income increased by 393 percent (Wang 2003).

3.5.5 The Stagnation and Deterioration of Public Health Conditions

During the years of the market-oriented reform, China’s health care expenses have been growing rapidly and the health care sector has been equipped with increasingly sophisticated equipment and techniques.  Between 1990-2000, the national health care expenses increased by seven-fold from about 70 billion Yuan to 476.4 Yuan.  The total health care expenses as a share of GDP rose from 3.9 percent in 1990 to 5.7 percent in 2000.  During the same period, the total hospital beds increased by 21 percent, and the total number of professional health care workers increased by 15 percent.


Despite the favorable financial and material conditions, China has made relatively less progress in the field of public health compared to during the first three decades after the revolution.  In some areas, the conditions have deteriorated.


Table 1 compares the change in life expectancy and the infant mortality rate in China and selected countries.  The statistics suggest that since 1980, China has been lagging behind other selected countries in the improvement of the two key public health indicators.  China’s progress has been less than the average of low- and middle-income countries and the world average.  By comparison, between 1960-1980, China had been more successful than other countries in public health improvement.

Between 1950-1980, China had made major advances in controlling and eliminating contagious diseases and local endemic diseases.  Since 1990, the incidence of many contagious diseases has stopped to decline and for some of them, the incidence has started to increase (Wang 2003; Li, J. 2004).


Table 3 reports the incidence of selected contagious diseases in recent years.

Table 4 reports China’s urban and rural gross death rate, another important public health indicator.  The statistics suggest that while China’s gross death rate had kept falling until around 1980, since then the progress seems to have been stopped or reversed.

3.6 The Growth and the Limitations of China’s Private Medical Practice


The re-emergence of private medical practice in China’s rural areas coincided with the dismantling of the rural cooperative medical care system.  As the cooperative system disintegrated, the vast majority of village clinics were transformed into privately owned or privately run clinics, operating on a fee-for-service basis.


In the urban areas, with the decline of state and collectively owned enterprises and the rapid growth of medical costs, medical insurance schemes built under socialist planning experienced serious financial difficulties in the 1990s and were not able to provide effective coverage for a substantial portion of the urban population.  Against this background, fee-for-service private medical practice has flourished in the cities.


In 1980, China’s Ministry of Health recommended the legalizing of private medical practice.  Since then, the Chinese government has made a set of rules and regulations.


A joint study by UNDP and the world health organization in 2003 found that in the three provinces studied (Guangdong, Shanxi, and Sichuan), there were 192 private hospitals, accounting for 3.3 percent of the total number of hospitals.  However, private clinics and unlicensed private practitioners are in abundance.  The private sector now commands a significant share of the outpatients market.  About one third of the household survey respondents reported that their last visit to a doctor was to a private clinic (UNDP and WHO 2003: 17-20; 71-72).


Patients are attracted to private hospitals or clinics mainly because they are relatively cheaper than public ones and private doctors and staff have better attitudes.  However, there is a general consensus among the public that the private medical sector has been poorly regulated.  Many private clinics fail to meet the basic standard and operate without licenses.  Other problems include false medical advertisements, over-prescription of drugs for profit, providing services beyond level of competence.  


The joint-study points out that China’s private medical sector has certain particular characteristics, such as being more popular in the rural areas rather than the urban areas, being relatively cheaper rather than more expensive than the public sector; and offering medical care of lower quality.  These particular characteristics have to do with the decline and the changing nature of China’s public medical services.  With the dismantling of the rural cooperative medical care system and the rising cost of medical care in the urban public sector, people gravitate towards private medical practitioners more by default than by choice.  Patient are therefore squeezed between poor quality private medical care and better quality, but more expensive public medical care (UNDP and WHO 2003: 76-82).

3.7 The Impact on Poverty of China’s Changing Health Care System

Since the 1980s China’s health care system has undergone major transformations.  The health care financing system has been largely privatized.  Individuals, rather than the public sector, now bear the greater part of the total health care costs.  The great majority of the population, mainly in the rural areas, are not covered by any form of medical insurance.  This has led to rising inequality in the distribution of health care resources between regions, between the urban areas and the rural areas, and between different social classes.


As the government reduces the amount of financial support provided to public medical services, public sector hospitals are allowed or encouraged to pursue “marketization” or profit-seeking.  The development has resulted in rapidly rising medical costs.  Private hospitals and clinics offer relatively cheaper services.  But they are poorly regulated and provide low quality of care.


The rising inequality in the distribution of health care resources and the rapidly rising medical costs together imply a substantial portion of the population are denied access to health care services because of financial difficulties.  The inability for the poor to have access to basic health care has become a major obstacle for China to achieve further progress in poverty reduction.  It is also a major factor in the generation of new poverty population.


According to a survey conducted by the Chinese Ministry of Health, about one-third of the unmet medical needs among the population occurred because the patients cannot afford to pay.  In big cities, about 50 percent of those who should have been hospitalized were not because of economic difficulties.  In poor rural areas, the percentage rises to about 70 percent (Wang 2003).


The survey finds that among the rural poverty population, 22 percent of them stayed in or fell into poverty because of unmet medical needs.  In regions with high per capita income, 49 percent of the rural poverty population stayed in or fell into poverty because of unmet medical needs (Wang 2003).  Another study finds that among the urban poverty population, 30-40 percent were in poverty because of unmet medical needs (Qiu 2002).


According to a survey in the city of Beijing, the urban poverty population in average spent about 20 percent of their incomes on medical expenses, imposing a major financial burden on their daily life.  Further, the poverty population were not effectively covered by medical insurance schemes.  About 70 percent of the urban poverty population paid their medical costs completely out of their own pockets (Qiu 2002).


The joint study by UNDP and World Health Organization points out that in China, there is “an urgent need to increase access to basic health care for the poor.  New mechanisms need to be introduced that provide targeted subsidies to the poor, so that no one will be denied needed health care because of inability to pay.” (UNDP and WHO 2003: 79)

IV. The Evolution of China’s EDUCATION System 

and the Impact on Poverty
4.1 The Performance of China’s Education System since 1949


Between 1950-1980, China made substantial progress in providing basic education to broad sections of the population.  By 1980, China’s performance in basic education was better than the average of low-income countries and comparable to that of middle-income countries.  Since then China has made more progress in basic education.


Table 5-7 compares the performance of China, selected countries, and country groups in rate of illiteracy, primary and secondary school enrollment rates between 1970-1999.  The statistics suggest that while China had made more progress in basic education than most countries and country groups in the 1970s, since 1980 it has lagged behind most of the selected countries.

Further, the benefits of education are unevenly distributed across regions and social groups.  Public spending in education has stayed at relatively low levels.  With inadequate public inputs, the Chinese government has encouraged the “marketization” (chanyehua) of the education sector, hoping to supplement public resources with private investment in education and funds raised by education institutions themselves.

4.2 The Marketization of China’s Education Sector


China’s public spending in education stays at low levels in relation to China’s economic size and the demand for education services.  Table 8 reports the share of public spending on education in selected countries.


China’s limited education resources have been unevenly distributed between different sectors and regions.  Poor regions and primary education receive a disproportionately small share of the total education resources.  For example, in 2000, the annual per student spending in primary education and secondary education in western provinces was only 260 Yuan (about US $31) and 419 Yuan (about US $49) respectively, about one-tenth of the spending in eastern provinces (Cheng and Mao 2002: 87-96).


With insufficient government spending in education, the Chinese government has promoted the policy of marketization in the education sector, hoping that the education sector may turn itself into a profit-making industry and finance its own development.


In 1999, in the Third National Conference on Education, Jiang Zemin, then the Chinese President, suggested that education is an “intellectual industry” (zhishi chanye).  Zhu Rongji, then the Prime Minister, called for “the further liberation of thought, and the development of the education industry (jiaoyu chanye).”  Since then, many have advocated the shichanghua or chanyehua (“marketization”) of the education sector.


The advocates of marketization cite neoliberal gurus such as Milton Friedman and Friedrich A. Hayek and argue that marketization has been a global trend to which China has to adapt.  They believe that education institutions should be mostly run as efficient businesses, not only providing education services, but also selling the services to generate profits.  To accomplish this goal, the education institutions must have the autonomy to set the rate of tuition and service fees, and raise funds or receive investment from domestic and foreign sources (Cheng and Mao 2002: 54-55; 77-79; 106-109).


The development of marketization has contributed to the rapid growth of education costs.  In 2000, the average university annual tuition fee for an undergraduate student jumped from 3,000 Yuan in 1999 to 4,500 Yuan, amounting to 72 percent of the average annual disposable income of urban residents and 190 percent of the average annual net income of rural residents (Cheng and Wang 2002: 85).


According to one study, an average rural student would cost his or her family 35,000 to 50,000 Yuan from primary school to high school, and 40,000 to 50,000 Yuan if he or she succeeds in entering and completing the undergraduate study.  As a result, many rural students have been deprived of the access to higher education because of their families’ inability to pay for their education costs (Fan 2002: 255; Li, X. 2004).


According to a survey in Beijing, Shanghai, and Guangzhou, three prosperous cities, 54 percent of the residents believed that education costs had grown at an excessive pace and were unaffordable (Yang 2002).  In a national survey in 2002, 24 percent of the respondents cited “unaffordable education cost” as the greatest concern in their life.  The percentage is higher than the percentage of those who cited “unaffordable housing cost”, “unemployment or layoffs”, and “unaffordable medical cost.” (Zhou 2003). 

4.3 The Growth and the Limitations of Private Education in China


Private education re-emerged in China in the late 1970s and since then has grown to become an important part of China’s education system.  By the end of 2001, there were more than 56,000 private education institutions, with 9.2 million students and 420,000 teachers.  The private education institutions account for 39.9 percent, 1.0 percent, 5.7 percent, and 13.3 percent of the total number of kindergartens, primary schools, middle and high schools, and professional schools in China respectively.  In addition, by 2001, there were 89 private universities and 1,202 private higher education institutions (Sun 2003).


The growth of private education in China has taken place in the context of insufficient public funding for education and the inability of public education institutions to meet the population’s diversified educational needs.  The conditions and characteristics of private schools vary greatly across different regions.  Tuition fees are the major source of income for private schools.  Private schools are more market-oriented than public schools and there is intense competition between private schools (Draft Report 2003; Sun 2003).


Private schools vary greatly in quality of education.  Overall, private schools tend to be small-sized have lower quality than public schools (Cheng and Mao 2002: 100-103; Sun 2003).


As China’s education system follows the development of marketization and private education grows in importance, the financing of educational services has been gradually privatized.  In 1996, all private sources of funding (including private investment, private contributions, tuition fees and other fees), accounted for 26 percent of China’s total funds for education.  By 2000, the share of private sources of funding increased to 33 percent.  Among the private sources, tuition fees and other fees have led the growth.  From 1995 to 2000, total tuition fees and other fees nearly tripled from 20.1 billion Yuan to 59.5 billion Yuan.  Their share in the total educational funds increased from 10.7 percent to 15.4 percent, having become the second largest source of educational funds, next to government budgetary funds (Wu 2003).

Table 9 compares the public and private share of education expenditures in selected countries and country groups (private spending includes government subsidies).  Remarkably, China’s educational spending structure appears to be more “privatized” than virtually every other country.   


With a growing portion of China’s educational funds deriving from private sources (and especially tuition fees and other fees paid by students), people’s access to educational resources is likely to be increasingly dependent on their individual incomes and wealth.  Therefore, the privatization of the education financing is likely to translate inequality in income and wealth distribution into inequality in access to educational resources, while imposing large financial burdens on low-income social groups.

4.4 Basic Education in the Rural Areas and for Migrant Children


According to a report of China’s ministry of education, inadequate spending in education has been a major constraint on the development of basic education.  In poor areas, basic education coverage stays at relatively low levels.  In 2001, 0.9 percent of those in the primary school age and 11.4 percent of those in the secondary school age did not go to primary or secondary school.


In 2001, town and village local governments accounted for 78 percent of the total spending on rural basic education, county-level governments accounted for 9 percent, provincial and city governments accounted for 11 percent, and the central government accounted for only 2 percent.


With the decline of the rural collective economy, town and village governments have lost a secure source of revenue, and have suffered from persistent financial difficulties.  Many of them are deeply indebted.  For example, in 2000, the fiscal revenue of all town and village governments of the Anhui province was 4.6 billion Yuan, not even sufficient to pay for the total wages of their employees, which amounted to 4.95 billion Yuan (Yang 2002).


In 2002, the Chinese government decided to reform the rural education financing system.  County-level governments now bear the major responsibility to finance rural basic education.  By 2002, in 70 percent of the counties, the rural primary and secondary school employees’ wages were under the management of county governments (Yang 2003).


Despite these changes, rural basic education continues to suffer from financial difficulties.  In some areas, middle school drop out rate was as high as 20 percent.  According to a survey of the conditions of rural basic education in western provinces, 37.8 percent of the primary schools do not have sufficient desks and chairs in good conditions, 22.3 percent of them use dangerous classrooms or offices, 32.5 percent of them not have sufficient fund to buy teaching tools, ink, or chalks.  With inadequate funding, rural teachers receive low wages and the payment often cannot be guaranteed.  As a result, many teachers have left for the cities or economically more prosperous regions (Yang 2003).


China is estimated to have 120 million migrant workers who left the rural areas to seek jobs in the cities.  It has become an increasingly urgent problem to provide basic education for the children of migrant workers.  According to one estimate, China now has about 20 million migrant children and about 10 percent of the school age migrant children are not in school (Han 2004).

V. SUMMARY AND POLICY IMPLICATIONS

5.1 Summary of Findings


Since 1949, China has made major advances in providing basic services to broad sections of the population.  By 1980, in many areas of basic health care and basic education, China performed better than most of the low and middle countries.


Since 1980, China’s economic and social system has undergone major transformations.  China has continued to make progress in health care and education.  However, the progress has become much more uneven and in some cases the conditions have stagnated or deteriorated.


With the decline of the rural collective economy, the rural cooperative medical care system has disintegrated, leaving the great majority of the rural population not covered by any form of health insurance.  As public spending in health care lags behind the growth of the total health care expenses, China’s health care financing system has been largely privatized.  Similarly, private sources of funding now account for a growing proportion of China’s total educational funding.


The Chinese government has allowed or encouraged public medical and educational institutions to pursue the policy of profit-seeking or “marketization” that has contributed to the excessive growth of medical and educational costs.  In the context of inadequate public funding for medical care and education, private medical practice and education institutions have prospered.  However, private medical practice and private education suffer from inadequate regulation and low quality of service.


The privatization of health care and educational financing has led to growing inequality in the access to health care and education resources.  The rising inequality in the access to resources and the excessively high medical and educational costs have deprived millions of the poor of their access to basic health care and basic education.  The high medical and educational expenses have imposed large financial burdens on the poverty population, deepening their poverty.  On the other hand, many have sunk into poverty because their inability to afford the medical costs.  The inability to provide basic health care and education to the poverty population, therefore, has become a major obstacle to China’s effort to lift tens of millions of people out of poverty.

To improve the equity in the access to health care and education resources and to lower medical and educational costs for the poor, the government needs to substantially increase the amount of resources it commits to basic health care and education, change the behavior of public medical care and education institutions so that they are less profit-oriented or income-oriented and provide more and better services to the low income population, improve the performance of private medical care and education services, and develop new public institutions that guarantee universal access to basic health care and education.

5.2 Policies That Do Not Require Substantial Commitment of Additional Fiscal Resources

There are some policies that may help to improve the access of low-income people to medical care and education services without requiring substantial increase in fiscal inputs.


An important factor that has contributed to the lack of access has been the excessive increase of medical and educational costs, which in turn results from the changing behavior of public medical care and education institutions.  With the practice of “marketization,” many public medical care and education institutions have become profit-oriented or income-oriented, and no longer pursue the goal of providing adequate and good quality public services to the population.


One possibility is to create a policy environment that encourages active competition between private and public institutions, imposing pressure on them to lower costs and prices.  However, market failures are pervasive in medical care and education.  Asymmetric information prevents individual consumers to have the adequate knowledge to make optimal decisions.  Excessive competition may result in universal deterioration of service standards that undermine the public interest.  The alternative is to develop a more effective and participatory regulatory structure that incorporates the interests and concerns of various stakeholders.  


Public hospitals, schools, and other medical care and education facilities can be re-structured as non-profit organizations with the objective of providing services specified by their governing structures at reasonable costs.  The governing structures of public medical care and education institutions should incorporate the interests and concerns of various stakeholders (such as the government, local communities, and employees).  Representatives from communities and relevant government departments (to the extent they represent the interest of the general public) in the governing structures may help to check excessive growth of costs and improve access by the general population. 


Province-wide and municipality-wide centralized, collective bargaining mechanisms can be set up that involve the representatives of the relevant government departments, residents of communities, the employees of public medical care and education institutions, and upper stream industries (such as pharmaceutical industries, textbook publishers, and education equipment producers).  The collective bargaining mechanisms should reach agreements on transparent and standardized service charges, wage rates, and input prices.  The goal is to generate reasonable but not excessive incomes for employees in public medical care and education institutions and the upper stream industries, while keeping services costs affordable for broad sections of the population.  The costs of basic medical care and educational services should not grow more rapidly than the incomes of the general population.  


Private hospitals, clinics, and schools have developed in China largely because they are relatively cheaper than public institutions.  Low-income people are often driven to private medical care and education services, despite their low quality, because they cannot afford the services of public institutions.  If the growth of costs in public medical care and education institutions can be controlled, it will put pressure on the private sector to compete on service rather than price, generating incentives for private medical care and education institutions to improve quality of service.


The government may also encourage the development of professional organizations in the medical care and education sector.  Professional organizations may develop common minimum standards for practitioners in the two sectors and impose certain level of self-discipline among practitioners themselves.


The government may consider developing training programs that help private doctors, nurses, and teachers to improve their skills and quality of service.   


While the above policies could help to improve the access of low-income people to medical care and education services, they are unlikely to bring about a dramatic change.  A fundamental improvement is unlikely to be achieved without substantial increase in public fiscal resources committed to basic health care and education.

5.3 Policies That Require Substantial Commitment of Additional Fiscal Resources

Not the entire rural areas have followed the path of privatization.  In fact, according to one estimate, more than 7,000 villages resisted the government orders to privatize in the early 1980s and have been operating under collective ownership.  In contradiction to the belief that collective enterprises tend to be poorly motivated and managed, most of them have become economically more prosperous than the rest of the rural China.  For instance, Nanjie Village in the Henan province re-collectivized the agriculture and industry in earlier 1980s, and has achieved rapid economic progress  since then with collective management. “From 1986 to 1994, social welfare in Nanjie developed rapidly. Originally, Nanjie provided free water and electricity to its residents. Now it provides fourteen public welfare benefits. In addition to free water and electricity, coal, natural gas, cooking oil, flour, education, medical care, family planning fees and agricultural taxes have all been made free or paid by the village collectively. Since 1993, Nanjie people have been living in communal family apartments. Each of these three-bedroom apartments, ninety-two square meters in area, has central air conditioning, a TV, a refrigerator and a washing machine, all free of charge.” (Cui  2000)


The collective economy had provided the crucial financial basis for the once successful rural cooperative medical care system.  The Chinese government may consider, in selected areas, encouraging the restoration and the development of collective agricultural production and collective enterprises.  The revenue earned by collective production and enterprises may in turn be used to support the provisioning of basic health care and education to the rural population.


The government may use the increased spending in health care and education to provide targeted subsidies to the poor to improve their access to basic health care and education.  The system may be difficult to manage (how to identify the poor, how to set the price right, and how to make sure the subsidies are delivered to the poor, etc.) and the behavior of private suppliers of health care and education may be difficult to monitor.  The alternative is for the government to build public hospitals, clinics, and schools that provide free or low cost services to population (which may be either targeted groups or the general population).  Mechanisms may be designed that would allow the consumers of public services to supervise and participate in the management of these services.

5.4 
Enhancing the State’s Fiscal Extractive Capacity


China’s government revenue as a share of GDP had kept declining until the mid-1990s.  Since then there has been some improvement.  However, it has stayed at relatively low levels.  Table 10 compares the share of central government revenue in GDP in selected countries.  China was ranked the lowest in the 1990s.


The Chinese government has traditionally relied upon state owned enterprises as the major source of revenue.  Although the state sector now accounts for only one-third of the total output, it continues to contribute to about two-third of the government’s total revenue.  To substantially expand the government’s revenue base, the Chinese government needs to more effectively tax the private sector and the rich social groups.  It is also necessary to re-examine the entire privatization strategy, as the privatization of state owned enterprises has been associated with pervasive corruption and led to substantial loss of state assets and revenue. 


If the Chinese government succeeds in raising the effective macro tax rate to higher levels, it will be in a relatively comfortable position to make adjustments of the fiscal spending structure.  The share of health care and educational spending in the total government spending can be substantially increased.


In their discussion of China’s “state capacity”, Wang and Hu (2001) proposed a number of measures to enhance the Chinese state’s capacity to extract fiscal resources, such as developing a unified taxation system and tax rates across the country, levying personal income taxes, implementing a social security plan, and eliminating extra-budgetary funds.  Some of the proposed measures have been implemented by the Chinese government (such as the levying personal income taxes).  But others remain to be implemented or enforced.


In term of developing a unified taxation system, many local governments continue to offer “extra-national” treatments to foreign and domestic private enterprises through tax breaks and subsidies.  These treatments not only provide foreign and domestic private enterprises an unfair competitive advantage against state and collective owned enterprises, but also create a race-to-the-bottom competition between local governments that tends to lower the nation-wide tax revenue.  By imposing disciplines on local governments and removing all “extra-national” treatments of foreign and domestic private enterprises, a major tax loophole can be eliminated.


Since 2003, China has experienced a property bubble that has led to economic over-heating that threatens to produce more non-performing loans in the banking system and excess capacity in the real production sector.  The development of the bubble partly results from the fact that the Chinese government does not levy taxes on property.  Under traditional socialist planning, the urban land was entirely owned by the state and used by state or collective owned enterprises to generate revenues, which in turn contributed to the government treasury, therefore there was no need to levy a separate property tax.  However, as the Chinese economy now increasingly becomes a market economy, urban land rents and property value appreciations have largely turned into incomes of private investors.  In this context, there is no reason why the government should not start levying property tax that could significantly increase the government’s tax base (Zuo 2004).   

In summary, the issue of how to provide better access to basic health care and education to China’s poverty population is not a separate question by itself.  It partly results from the economic and social transformation China has experienced in the past quarter of century.  A fundamental solution of the problem requires radical changes in government polices and substantial redistribution of income, wealth, health care and education resources that may have serious effects on the material interests of various social groups.
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Table 1. The Health Indicators of Selected Countries and Country Groups.

	
	Life expectancy at birth, total (years)
	Mortality rate, infant (per 1,000 live births)

	
	1960
	1980
	2001
	1980-

1960
	2001-

1980
	1960
	1980
	2001
	1980-

1960
	2001-

1980

	Argentina
	65.2
	69.6
	74.1
	4.4
	4.5
	60
	33
	16
	-27
	-17

	Australia
	70.7
	74.4
	79.1
	3.7
	4.6
	20
	11
	6
	-10
	-5

	Brazil
	54.8
	62.6
	68.3
	7.8
	5.7
	115
	70
	31
	-45
	-39

	Canada
	71.1
	74.7
	79.1
	3.6
	4.4
	27
	10
	5
	-17
	-5

	China
	36.3
	66.8
	70.5
	30.5
	3.6
	132
	42
	31
	-90
	-11

	France
	70.2
	74.2
	79.2
	3.9
	5.0
	27
	10
	4
	-17
	-6

	India
	44.3
	54.2
	63.0
	9.8
	8.8
	146
	113
	67
	-33
	-46

	Indonesia
	41.5
	54.8
	66.3
	13.3
	11.5
	128
	79
	33
	-49
	-46

	Japan
	67.7
	76.1
	81.1
	8.4
	5.0
	30
	8
	3
	-23
	-5

	Korea, Rep.
	54.2
	66.8
	73.6
	12.7
	6.8
	85
	16
	5
	-69
	-11

	Malaysia
	54.3
	66.9
	72.7
	12.6
	5.8
	73
	31
	8
	-42
	-23

	Mexico
	57.3
	66.8
	73.4
	9.4
	6.6
	94
	56
	24
	-38
	-32

	New Zealand
	70.9
	73.2
	78.2
	2.3
	5.0
	23
	13
	6
	-10
	-7

	Nigeria
	39.7 
	45.8 
	46.1 
	6.2 
	0.2 
	123 
	117 
	110 
	-6 
	-7 

	South Africa
	49.2 
	57.1 
	47.1 
	8.0 
	-10.0 
	89 
	65 
	56 
	-24 
	-9 

	Turkey
	50.5 
	61.4 
	69.8 
	10.9 
	8.3 
	163 
	103 
	36 
	-60 
	-67 

	United States
	69.8
	73.7
	77.5
	3.9
	3.9
	26
	13
	7
	-13
	-6

	
	
	
	
	
	
	
	
	
	
	

	East Asia & Pacific
	38.8
	64.3
	69.2
	25.5
	4.9
	129
	53
	34
	-76
	-19

	High income
	68.9
	73.8
	78.1
	4.8
	4.3
	35
	12
	5
	-22
	-7

	Middle income
	44.9
	65.6
	69.7
	20.7
	4.1
	120
	55
	31
	-65
	-24

	Low income
	43.9
	53.2
	58.9
	9.3
	5.7
	146
	109
	80
	-37
	-29

	World
	50.2
	62.6
	66.6
	12.3
	4.0
	119
	78
	56
	-41
	-22


Source: World Bank, WDI-CDROM2003

Table 2. International Comparison of Health Care Spending Structure, 2000

	
	Health expenditure, total (% of GDP)
	Public Share of Total Health Expenditure (%)
	Private Share of Total Health Expenditure (%)

	
	1990
	2000
	1990
	2000
	2000-1990
	1990
	2000
	2000-1990

	Australia
	7.88
	8.30
	67.39
	72.41
	5.02
	32.99
	27.60
	-5.39

	Austria
	7.10
	8.00
	73.52
	69.75
	-3.77
	26.76
	30.30
	3.54

	Brazil
	6.56
	8.30
	45.88
	40.84
	-5.04
	54.88
	59.20
	4.32

	Canada
	9.04
	9.10
	74.67
	71.98
	-2.69
	25.44
	28.00
	2.56

	China
	3.48
	5.30
	61.78
	36.60
	-25.18
	37.36
	63.40
	26.04

	France
	8.61
	9.50
	78.16
	76.00
	-2.16
	22.07
	24.00
	1.93

	India
	4.20
	4.90
	21.43
	17.76
	-3.67
	78.57
	82.20
	3.63

	Indonesia
	1.63
	2.70
	34.97
	23.70
	-11.27
	67.48
	76.30
	8.82

	Japan
	5.91
	7.80
	77.66
	76.67
	-1.00
	22.00
	23.30
	1.30

	Nigeria
	2.69
	2.20
	36.80
	20.91
	-15.89
	63.20
	79.20
	16.00

	Turkey
	3.64
	5.00
	60.99
	71.20
	10.21
	38.46
	28.90
	-9.56

	Sweden
	8.46
	8.40
	89.83
	77.26
	-12.57
	10.64
	22.70
	12.06

	United Kingdom
	6.01
	7.30
	84.36
	80.96
	-3.40
	14.98
	19.00
	4.02

	United States
	11.88
	13.00
	39.65
	44.31
	4.66
	60.61
	55.70
	-4.91

	Zambia
	3.30
	5.60
	78.18
	62.14
	-16.04
	21.21
	37.90
	16.69

	
	
	
	
	
	
	
	
	

	East Asia & Pacific
	3.31
	4.67
	48.94
	38.12
	-10.83
	50.57
	61.95
	11.37

	High income
	8.68
	10.19
	59.91
	59.08
	-0.83
	40.22
	40.90
	0.68

	Middle income
	5.10
	5.92
	49.80
	51.01
	1.21
	51.57
	48.90
	-2.67

	Low income
	3.56
	4.29
	37.08
	26.34
	-10.74
	69.95
	73.66
	3.72

	World
	8.12
	9.31
	57.51
	57.79
	0.28
	41.38
	42.22
	0.84


Source: World Bank, WDI-CDROM 2003

Table 3．The Incidence of Selected Contagious Diseases in Recent Years.
(per 100,000 population)

	
	1995
	1996
	1997
	1999
	2000
	2001

	Tuberculosis
	
	
	32.73
	39.03
	41.68
	44.06

	Viral Hepatitis
	63.57
	63.31
	64.35
	68.93
	63.04
	65.15

	Gonorrhoea
	11.64
	11.5
	12.87
	20.63
	18.31
	14.62

	Syphilis
	0.54
	1
	1.68
	4.16
	4.73
	4.56

	HIV/AIDS
	0
	
	0.01
	0
	0.01
	0.03


Source: China Statistical Yearbook, various years.

 Table 4. China’s Urban, Rural and National Gross Death Rate
(per thousand)

	Year
	National
	City
	County

	
	
	
	

	1952
	17.00
	
	

	1957
	10.80
	8.47
	11.07

	1962
	10.02
	8.28
	10.32

	1965
	9.50
	5.69
	10.06

	1970
	7.60
	
	

	1975
	7.32
	5.39
	7.59

	1978
	6.25
	5.12
	6.42

	1979
	6.21
	5.07
	6.39

	1980
	6.34
	5.48
	6.47

	1981
	6.36
	5.14
	6.53

	1982
	6.60
	
	

	1983
	6.90
	
	

	1984
	6.82
	
	

	1985
	6.78
	
	

	1986
	6.86
	
	

	1987
	6.72
	
	

	1988
	6.64
	
	

	1989
	6.54
	5.78
	6.81

	1990
	6.67
	5.71
	7.01

	1991
	6.70
	5.50
	7.13

	1992
	6.64
	5.77
	6.91

	1993
	6.64
	5.99
	6.89

	1994
	6.49
	5.53
	6.80

	1995
	6.57
	5.53
	6.99

	1996
	6.56
	5.65
	6.94

	1997
	6.51
	5.58
	6.90

	1998
	6.50
	5.31
	7.01

	1999
	6.46
	5.51
	6.88

	2000
	6.45
	
	

	2001
	6.43
	
	


Source: China Statistical Yearbook, various years.
Table 5. International Comparison of Illiteracy Rate: 1970-2001

(% of people ages 15 and above)
	
	1970
	1980
	2001
	1970-1980
	1980-2001

	Brazil
	31.6
	24.0
	12.7
	-7.6
	-11.3

	China
	47.1
	32.9
	14.2
	-14.2
	-18.7

	India
	66.9
	59.0
	42.0
	-7.9
	-17.0

	Indonesia
	43.9
	31.0
	12.7
	-13.0
	-18.3

	Korea, Rep.
	13.2
	7.1
	2.1
	-6.1
	-5.0

	Malaysia
	41.9
	28.8
	12.1
	-13.1
	-16.7

	Sri Lanka
	19.5
	14.7
	8.1
	-4.8
	-6.6

	
	
	
	
	
	

	East Asia & Pacific
	43.6
	30.5
	13.2
	-13.1
	-17.3

	Middle income
	35.7
	26.4
	13.3
	-9.3
	-13.0

	Low income
	60.8
	53.2
	37.0
	-7.6
	-16.2


Source: World Bank, WDI-CD 2003

Table 6. International Comparison of Primary School enrollment: 1970-1999

 (% gross): 

	
	1970
	1980
	1999
	1970-1980
	1980-1999

	Australia
	114.8
	112.0
	101.2
	-2.7
	-10.9

	Brazil
	119.2
	97.8
	166.0
	-21.3
	68.1

	China
	90.9
	112.6
	106.4
	21.7
	-6.2

	France
	116.9
	111.1
	105.2
	-5.8
	-6.0

	India
	77.8
	83.3
	101.6
	5.5
	18.3

	Indonesia
	80.0
	107.2
	107.9
	27.2
	0.6

	Japan
	99.5
	101.1
	101.3
	1.6
	0.2

	Korea, Rep.
	103.4
	109.9
	98.6
	6.5
	-11.3

	Malaysia
	88.7
	92.6
	98.7*
	3.9
	6.1*

	United States
	87.6
	99.3
	100.3
	11.7
	1.0

	
	
	
	
	
	

	East Asia & Pacific
	89.4
	110.6
	105.7
	21.2
	-4.9

	High income
	99.9
	102.4
	102.0
	2.5
	-0.4

	Upper middle income
	107.3
	102.1
	129.2
	-5.2
	27.0

	Middle income
	93.8
	106.2
	108.5
	12.3
	2.4

	Lower middle income
	90.8
	107.0
	104.0
	16.2
	-3.0

	Low income
	66.0
	82.9
	94.6
	16.9
	11.7

	World
	85.4
	96.9
	102.1
	11.5
	5.2


*. The number here refers to 2000.

Source: World Bank, WDI-CD 2003

Table 7. International Comparison of Secondary School enrollment: 1970-1999

 (% gross): 

	
	1970
	1980
	1999
	1970-1980
	1980-1999

	Australia
	82.1
	71.2
	156.4
	-11.0
	85.3

	Brazil
	25.9
	33.5
	103.2
	7.6
	69.8

	China
	24.3
	45.9
	62.8
	21.6
	16.9

	France
	73.4
	84.6
	108.7
	11.1
	24.1

	India
	24.2
	29.9
	48.7
	5.7
	18.8

	Indonesia
	16.1
	29.0
	54.9
	12.9
	25.9

	Japan
	86.6
	93.2
	102.1
	6.6
	8.8

	Korea, Rep.
	41.6
	78.1
	97.4
	36.5
	19.3

	Malaysia
	34.2
	47.7
	70.3
	13.5
	22.6

	United States
	83.7
	91.2
	94.6
	7.5
	3.4

	
	
	
	
	
	

	East Asia & Pacific
	23.8
	43.3
	60.8
	19.5
	17.5

	High income
	75.1
	86.3
	105.3
	11.2
	19.1

	Upper middle income
	34.6
	49.5
	88.3
	14.9
	38.8

	Middle income
	27.4
	51.1
	69.9
	23.7
	18.7

	Lower middle income
	25.8
	51.5
	65.0
	25.7
	13.6

	Low income
	17.6
	28.7
	44.5
	11.1
	15.8

	World
	34.1
	48.9
	66.7
	14.7
	17.8


Source: World Bank, WDI-CD 2003

Table 8.  International Comparison of Public Spending in Education / GDP
	
	1970
	1980
	1999
	1970-1980
	1980-1999

	Australia
	3.71
	5.21
	4.49
	1.50
	-0.72

	Austria
	4.47
	5.35
	6.29
	0.88
	0.94

	Brazil
	..
	..
	4.96
	..
	..

	Canada
	8.49
	6.70
	5.51
	-1.79
	-1.19

	China
	1.25
	2.51
	2.79
	1.26
	0.28

	France
	4.7
	4.93
	5.89
	0.23
	0.96

	India
	2.45
	2.83
	4.06
	0.38
	1.23

	Indonesia
	2.62
	1.65
	..
	-0.97
	..

	Japan
	3.89
	5.72
	3.54
	1.83
	-2.18

	South Africa
	..
	..
	5.66
	..
	..

	Turkey
	2.08
	2.25
	4.00
	0.17
	1.75

	Sweden
	7.35
	8.68
	7.77
	1.33
	-0.91

	United States
	7.39
	6.60
	5.07
	-0.79
	-1.53

	United Kingdom
	5.32
	5.57
	4.47
	0.25
	-1.10

	Zambia
	4.39
	4.13
	..
	-0.26
	..

	
	
	
	
	
	

	East Asia & Pacific
	3.15
	2.51
	2.13
	-0.64
	-0.38

	High income
	4.58
	5.45
	5.27
	0.87
	-0.18

	Upper middle income
	3.96
	4.23
	4.47
	0.27
	0.24

	Middle income
	3.57
	3.79
	4.52
	0.22
	0.73

	Lower middle income
	3.22
	3.31
	4.61
	0.09
	1.3

	Low income
	..
	3.10
	2.83
	..
	-0.27

	World
	3.71
	3.81
	4.38
	0.10
	0.57


Source: World Bank, WDI-CD 2003

Talbe 9. Relative Proportions of Public and Private Expenditure on Educational Institutions : 1999 (Distribution of public and private sources of funds for educational institutions after transfers from public sources, by level of education)

	
	Pre-primary (age 3+)
	Primary, secondary and post-secondary non-tertiary
	Tertiary
	All levels of education

	
	Public sources
	Private sources1
	Public sources
	Private sources1
	Public sources
	Private sources1
	Public sources
	Private sources1

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)

	Argentina
	m
	m
	88.6
	11.4
	67.4
	32.6
	77.2
	22.8

	Chile
	70.2
	29.8
	69.2
	30.8
	22.8
	77.2
	55.1
	44.9

	China
	54.6
	45.4
	55.8
	44.2
	56.8
	43.2
	55.8
	44.2

	India2, 3
	95.3
	4.7
	95.3
	4.7
	99.7
	0.3
	96.2
	3.8

	Indonesia4, 5
	5.3
	94.7
	76.6
	23.4
	43.8
	56.2
	64.5
	35.5

	Jamaica
	49.4
	50.6
	61.8
	38.2
	70.4
	29.6
	62.2
	37.6

	Malaysia
	m
	m
	m
	m
	92.7
	7.3
	m
	m

	Peru2
	80.3
	19.7
	76.8
	23.2
	54.5
	45.5
	71.6
	28.4

	Philippines3
	m
	m
	66.8
	33.2
	m
	m
	m
	m

	Thailand4
	92.6
	7.4
	97.8
	2.2
	83.3
	16.7
	94.6
	5.4

	Uruguay
	87.4
	12.6
	93.6
	6.4
	m
	m
	m
	m

	WEI mean**
	66.9
	33.1
	78.3
	21.7
	62.8
	37.2
	71.7
	28.3

	Australia*
	62.9
	37.1
	85.4
	14.6
	52.4
	47.6
	76.5
	23.5

	Austria*
	86.5
	13.5
	96.4
	3.6
	98.7
	1.3
	95.4
	4.6

	Canada2*
	x
	x
	92.3
	7.7
	59.3
	40.7
	79.8
	20.2

	Finland*
	84.8
	15.2
	99.4
	0.6
	97.4
	2.6
	97.8
	2.2

	France*
	95.8
	4.2
	92.8
	7.2
	85.7
	14.3
	91.9
	8.1

	Germany*
	62.2
	37.8
	75.6
	24.4
	91.5
	8.5
	77.9
	22.1

	Greece*
	m
	m
	90.2
	9.8
	99.9
	0.1
	93.4
	6.6

	Italy
	98.7
	1.3
	98.3
	1.7
	80.3
	19.7
	90.3
	9.7

	Japan7*
	48.6
	51.4
	91.8
	8.2
	44.5
	55.5
	75.6
	24.4

	Korea*
	23.2
	76.8
	80.2
	19.8
	20.7
	79.3
	58.7
	41.3

	Mexico
	87.5
	12.5
	85.2
	14.8
	71.8
	28.2
	82.6
	17.4

	Norway
	100.0
	n
	99.1
	0.9
	94.4
	5.6
	98.2
	1.8

	Portugal*
	m
	m
	99.9
	0.1
	92.9
	7.1
	98.7
	1.3

	Spain
	77.9
	22.1
	87.9
	12.1
	74.2
	25.8
	82.3
	17.7

	Sweden
	100.0
	a
	99.8
	0.2
	88.4
	11.6
	97.0
	3.0

	Turkey*
	m
	m
	m
	m
	95.3
	4.7
	98.8
	1.2

	United Kingdom*
	95.6
	4.4
	88.2
	11.8
	63.2
	36.8
	83.7
	16.3

	United States2*
	90.3
	9.7
	90.7
	9.3
	46.9
	53.1
	75.0
	25.0

	OECD mean
	81.7
	18.3
	92.1
	7.9
	79.2
	20.8
	88.0
	12.0


1. Includes subsidies attributable to payments to educational institutions received from public sources.

1. Includes subsidies attributable to payments to educational institutions received from public sources.

2. Post-secondary non-tertiary is included in tertiary education or missing.

3. Year of reference 1998.

4. Year of reference 2000.

5. Estimated on the basis of available reports from district offices. Following the inauguration of decentralization in 2000, expenditure for some district offices have not been reported.

6. Only data for Flemish Belgium are disaggregated by level of education.

7. Post-secondary non-tertiary is included in both upper secondary and tertiary education.


8. Primary, secondary and post-secondary non-tertiary education includes tertiary, Type B education.
 * See Annex 3 of Education at a Glance, 2002, for notes (www.oecd.org/els/education/eag2002).
**The World Education Indicators (WEI) programme is a joint UIS-OECD collaboration that develops policy-relevant education indicators with national coordinators from 19 middle-income countries that comprise over 70% of the world's population. Participating countries are: Argentina, Brazil, Chile, China, Egypt, India, Indonesia, Jamaica, Jordan, Malaysia, Paraguay, Peru, the Philippines, the Russian Federation, Sri Lanka, Thailand, Tunisia, Uruguay and Zimbabwe
Source: UNESCO (http://www.uis.unesco.org/TEMPLATE/html/Exceltables/WEI2002/table13.xls)

Table 10.  International Comparison of the Share of Central Government Revenue in GDP: 1990-1999 (%)

	
	1990
	1994
	1997
	1999
	1990-1999 (Mean)

	Australia
	24.88
	21.99
	23.83
	23.91
	23.35

	Austria
	33.98
	35.74
	37.64
	37.34
	36.09

	Brazil
	22.77
	26.96
	23.82
	..
	24.06

	Canada
	21.48
	20.75
	21.74
	21.70
	21.35

	China
	6.32
	6.37
	5.80
	7.19
	5.56

	France
	39.75
	39.56
	41.40
	..
	40.14

	India
	12.59
	12.07
	12.14
	12.06
	12.27

	Indonesia
	18.76
	18.16
	18.14
	18.06
	17.62

	Japan
	14.02
	20.41a
	..
	..
	19.27

	South Africa
	26.28
	24.10
	26.18
	27.77
	25.59

	Sweden
	42.57
	34.28
	40.06
	39.40
	38.91

	Turkey
	13.66
	19.26
	21.88
	25.54
	18.86

	United States
	18.88
	19.02
	20.17
	20.69
	19.47

	United Kingdom
	36.03
	34.57
	35.38
	36.02
	35.53

	East Asia & Pacific
	11.73
	11.94
	11.34
	10.85
	10.94

	High income
	23.82
	27.40
	28.42
	..
	26.56

	Upper middle income
	20.61
	24.30
	22.39
	..
	21.91

	Middle income
	17.35
	20.32
	19.20
	17.65
	18.21

	Lower middle income
	13.69
	16.34
	15.41
	16.55
	14.86

	Low income
	15.52
	15.01
	15.15
	14.96
	14.91

	World
	22.71
	25.66
	26.34
	..
	24.91


a. Refers to 1993.

Source: World Bank, WDI-CD 2003
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