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FOREWORD

This 37th issue of the Key Indicators of Developing Asian and Pacific Countries features a theme
chapter, “Measuring Policy Effectiveness in Health and Education.” 1L includes 38 statistical tables that
compare indicators of the Millennium Development Goals (MDGs) and other key statistics across
the 44 developing member countries (DMCs) and 44 country tables, each with 8-year data series on
social, economic and financial statistics. The special chapter and statistical tables are also published
on the ADB web site (http://www.adb.org/statistics).

Although several DMCs have made significant progress over the past few decades, there are
indications that many will not attain the health and education MDGs by 2015. Some of the biggest
health and education deficiencies within countries occur among those who are at the bottom of
the income distribution. In many DMCs children from poorer families are almost three times more
likely to be out of school than those from rich families. The differential in child mortality rates are
also of a similar magnitude. The special chapter examines the progress of the health and education
MDGs with a focus on the poor because health and education improvements are not only goals in
their own right but they are also critical for mainstreaming the marginalized and for ensuring that
they benefit from and participate in the growth process.

The special chapter introduces a simple analytical framework which can be utilized to
inform policy making aimed at improving health and education outcomes both on average in the
population as well as at the margin among the poor. Measurement for management is at the core
of this diagnostic framework and the chapter argues that it is imperative that health and education
outcomes regularly be measured not only at the national level, but also at disaggregated levels
such as among the $1-a-day and $2-a-day poor. Measurement of the extent to which health and
education for the poor deviate from the average is needed to trigger corrective policy action. Such
measurements are also important for monitoring purposes and for enhancing the accountability
of stakeholders.

The chapter also underscores the need for careful within-country analyses of determinants
of health and education attainment. In many DMCs, the problem is that government spending is
not pro-poor, with the emphasis being on tertiary as opposed to primary health and education.
Household income and maternal education are also critical factors that need to be addressed.

Although economic growth can be important, the chapter highlights several instances where
impressive gains in health and education were realized in relatively low-growth settings. Evidence
(from impact analyses) suggests that carefully targeted, pro-poor, results-focused interventions
such as conditional cash transfers, [ood fortification interventions, food-for-education programs
are highly effective in improving health and education outcomes especially among the poor.

~ Wevalue the contribution of DMC governments and international agencies that provided data
and information for the Key Indicators. We hope that the Key Indicators will remain a vital element
in tracking the development in the region.

A At

Haruhiko Kuroda
President
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Developing Member Countries
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Armenia
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India

Indonesia

Kazakhstan

Kiribati

Central Statistics Office
Da Afghanistan Bank

National Statistical Service

National Bank of Azerbaijan
State Statistical Committee
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Korea, Republic of
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Pakistan
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Bank of Korea
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National Bank of Kyrgyz Republic
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Ministry of Planning and National Development
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Ministry of Finance
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Bureau of Budget and Planning-Ministry of Finance
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Bangko Sentral ng Pilipinas
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—Naltional Statistical- Coerdination Board—
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Treasury Department of Samoa




Singapore

Solomon Islands

Sri Lanka

Taipei,China

Tajikistan

Thailand

Timor-Leste

Tonga

Turkmenistan

Tuvalu

Uzbekistan

Vanuatu

Viet Nam

Department of Statistics

Economic Development Board
International Enterprise Singapore
Monetary Authority of Singapore

Central Bank of Solomon Islands

Central Bank of Sri Lanka
Department of Census and Statistics

Central Bank of China
Directorate-General of Budget, Accounting and Statistics

National Bank of Tajikistan
State Statistical Committee

Bank of Thailand
National Economic and Social Development Board
National Statistical Office

Banking and Payments Authority
Ministry of Finance

National Reserve Bank of Tonga
Statistics Department

National Institute of State Statistics and Information

Ministry of Finance, Economic Planning and Industry
Central Statistics Division

Central Bank of Uzbekistan
Ministry of Finance
State Committee on Statistics

Reserve Bank of Vanuatu
Statistics Office

General Statistics Office
State Bank of Viet Nam




International Organizations

Data were also obtained from the following international organizations:

Council for Economic Planning and Development (CEPD)
Economic and Social Commission for Asia and the Pacific (ESCAP)
European Bank for Reconstruction and Development (EBRD)

Food and Agriculture Organization (FAO)

International Labour Organization (ILO)

International Monetary Fund (IMT)

International Telecommunication Union (ITU)

Organisation for Economic Co-operation and Development (OECD)
Secretariat of the Pacific Community (SPC)

United Nations Children’s Fund (UNICEF)

United Nations Development Programme (UNDP)

United Nations Educational, Scientific and Cultural Organization (UNESCO)
United Nations Population Division

United Nations Statistics Division (UNSD)

World Bank (WB)

World Health Organization (WHO)

World Resources Institute (WRI)




INTRODUCTORY NOTES

The data series are compiled from two major sources, namely, the developing member countries (DMCs) of
ADBand international statisticsagencies, The data obtained from the DMCs are comparable to the extent that the
individual countries follow the standard statistical concepts, definitions, and estimation methods recommended
by the United Nations and other applicable international agencies. However, countries invariably develop
and apply their own concepts, definitions, and estimation methodology to suit their individual conditions and
these may not necessarily conform with the recommended international standards. Hence, although attempts
are made to present the data in comparable and uniform format, they are subject to variations in the statistical
methods used by individual countries. These variations are reflected in the footnotes of the country tables.

General Guidelines

The cut-off date for the data to be included in this issue was 30 May 2006.

Twenty-two countries have varying fiscal years not corresponding to the calendar year. Whenever the
statistical series, e.g., national accounts or government finance, are compiled by fiscal year, these are presented
under single year captions corresponding to the period in which most of the fiscal year falls, as follows:

Developing Member

Country Fiscal Year Year Caption
Afghanistan 21 March 2005 to 20 March 2006 2005
Cook Islands (before 1990) 1 April 1990 to 31 March 1991 1990
Cook Islands (after 1990) 1 July 2004 to 30 June 2005 2005

Brunei Darussalam

Hong Kong, China

India 1 April 2005 to 31 March 2006 2005
Myanmar

Singapore

Indonesia (until 1999) 1 April 1999 to 31 March 2000 1999

Bangladesh
Bhutan
Kiribati
Nauru > 1 July 2004 to 30 June 2005 2005
Pakistan

Samoa

Timor-Leste

Tonga J

Taipei,China (until 1999) 1 July 1999 to 30 June 2000 2000
Nepal 16 July 2004 to 15 July 2005 2005

Lao PDR

Marshall Islands 1 October 2004 to 30 September 2005 2005
Micronesia, Fed. States of

Palau




Key Symbols

0or 0.0

*

Data not available at cut-off date
Magnitude equals zero
Magnitude is less than half of unit employed

“Provisional /Preliminary/ Estimate/Budget figure

Marked break in series

Unless otherwise specified, “$” refers to US dollars.

Measurement Units

bbl  barrel Ib pound

bn  billion m meter

c cent mn million

cu. m. cubic meter Mscf million standard cubic feet
ha  hectare m.t. metric ton

kg  kilogram pc piece

kgoe kilogram of oil equivalent sq km square kilometer

kl kiloliter sqm square meter

km  kilometer 000 thousand

kWh kilowatt-hour toe ton of oil equivalent

Abbreviations and Acronyms

ADB
AIDS
API
BOP
CEPD
CHOICE
CFC
c.i.f.
CPI
CRC
DAC
DEA
DHS
DMC
DOTS
HIPC
IEA
ISIC
ITuU
DPEP
EBRD
ESCAP
FAO
FDH

Asian Development Bank

acquired immunodeficiency syndrome

American Petroleum Institute

balance of payments

Council for Economic Planning and Development
Choosing Interventions that are Cost Effective
chlorofluorocarbon

cost, insurance, freight

consumer price index

citizen report card

Development Assistance Committee

data envelopment analysis

demographic health surveys

developing member country

Directly Observed Treatment, short-course
heavily indebted poor countries

International Energy Agency

International Standard Industrial Classification
International Telecommunication Union

district primary education program

European Bank for Reconstruction and Development
Economic and Social Commission for Asia and the Pacific
Food and Agriculture Organization

free disposal hull




FISIM
f.o.b.

FY

GDP
GFD
GNI
HDI
HIV
HSC

IEP

ILO

IMF

Lao PDR
LGU
MDG
MPS
n.e.s.
NFA
n.i.e.
NGO
NIR
obP
OECD
OFW
p.a.

FRP
SDR
SITC
SNA
SPC

SPI

UN
UNCTAD
UNDESA
UNDP
UNEP-WCMC

UNESCO
UNECCC
UN-HABITAT
UNICEF
UNSD

WAIR

WB

WHO

WPRO

WTO

financial intermediation services indirectly measured

free on board

fiscal year

gross domestic product

gross fiscal deficit

gross national income

human development index

human immunodeficiency virus

harmonized system classification

International Comparison Program

International Labour Organization

International Monetary Fund

Lao People’s Democratic Republic

local government unit

Millennium Development Goal

material product system

not elsewhere stated

net foreign assets

not indicated elsewhere

nongovernment organization

net international reserves

ozone depleting potential

Organisation for Economic Co-operation and Development
overseas Filipino worker

per annum

purchasing power parity

special drawing rights

standard international trade classification

system of national accounts

Secretariat of the Pacific Community

social protection index

United Nations

United Nations Conference on Trade and Development
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PART 1

SPECIAL CHAPTER

Measuring Policy Effectiveness in Health and Education



INTRODUCTION AND BACKGROUND

1. Introduction

This theme ' chapter examines the role of
government in helping facilitate the attainment
of human development outcomes. The issues
addressed in this chapter are discussed in relation
to selected health and education Millennium
Development Goals (MDGs) (see Definitions
on page 433 for the full list of MDGs). Many
developing member countries (DMCs) of the
Asian Development Bank (ADB) will not reach the
health and education MDG targets by 2015, with
some of the biggest attainment deficiencies within
countries occurring at the bottom end of the income
distribution. Hence, the chapter has an explicit
focus on inclusiveness in that we look at ways of
assessing the effectiveness of public policies for
health and education attainment, not only for the
population at large but also, more specifically, for
the poor.

In particular, the chapter focuses on three
primary questions. The first is analytical: What
factors determine the differences in the size of
publicexpenditure across countries, and what is the
current state of evidence with regard to the impact
of public expenditure on health and education
outcomes? The second question is methodological:
How do we assess the effectiveness of government
policies and the public sector in attaining health
and education outcomes, both in the general
population and in terms of benefiting the poor?!
What methodsareavailable, and are they consistent
with each other? Third, what can we learn from
such exercises? That is, why have some countries
been more successful than others in attaining
higher levels and more equal distributions of
health and education outcomes?

Overall, the underlying focus in the chapter
is one of generating and utilizing knowledge for

1 The term “effectiveness” as used in this chapter is meant to denote
the impact in terms of achieving desired outcomes. The latter may
be efficiency related or equity related,

policy making and for enhancing government
and stakeholder accountability in the health and
education sectors. To facilitate this, the chapter
introduces a simple analytical framework for
guiding such an evidence-based approach to policy
making. The framework combines a macro cross-
country perspective with micro within-country
diagnostics to identify problems and search for
policy solutions for improving MDG outcomes.
The framework is measurement-oriented,
analytical, and results-focused, and is very much
in the spirit of the Management for Development
Results (MfDR) approach that has recently
been adopted by ADB and other development
partners.

1.1 Inclusiveness and Human Development

Health and education are prominent among the
MDG indicators. This is not surprising: their
importance for human well-being needs little
by way of justification. Not only do health and
education have intrinsic value, they also serve
an important instrumental role in attaining
improvements in income. In terms of having
intrinsic value, as Sen (1998) has pointed out,
health and education are critical for capability
enhancement: they allow individuals to lead lives
they have reason to value. A similar motivation
underlies the Human Development Index (HDI)
of the United Nations Development Programme
(UNDP), which is a composite measure of income,
education, as well as health in a country.

Income poverty is also included among
the MDGs. Developing Asia’s progress toward
attainment of this MDG—which calls for a 50%
reduction in $1-a-day poverty from 1990 to 2015—
has been laudable. Overall, the region is on track
for attaining the poverty MDG, this being driven
largely by economic growth and the success of
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those in sub-Saharan Africa.!* Empirical evidence
from a World Health Organization (WHO) health
system efficiency measurement exercise supports
this argument: health systems were found to be
largely ineffective below a certain amount of
expenditure outlays, even after controlling for
governance-related effects.!5

Undoubtedly, elements of both perspectives
areimportantforunderstandingthedeterminants
of policy effectiveness. Debates such as these
underscore even more the need for rigorous and
periodic evaluations of public spending in health
and education. Such evaluations can at least
potentially help inform policy and operations
by highlighting successes and failures, as well
as the constraints to attaining improvements in
outcomes.

Against this backdrop, and in addition
to a review of methods for evaluating public
policy effectiveness, the chapter makes several
key points, which are summarized below:

* Attaining health and education MDGs will
require a focus on inclusiveness. The largest
deficiencies in health and education occur at
the bottom end of the income distribution,
and this is where governments will get their
biggest marginal gains for improving national
averages.

* Improving inclusiveness for health and
education may require that the governments
have a more pro-poor focus in their outlays.
This would entail better targeting and increased
spending on services that directly benefit the
poor.

* Disaggregated measurement, e.g., estimation
and dissemination of health and education
indicators among the $1-a-day and $2-a-day
poor, is critical. In this regard, the chapter
argues for an increased focus on “pro-poor”
measurement and reporting of MDG health

14 Quibria (2006) provides further evidence for this. He shows that
developing Asian countries with governance deficits exhibit much
higher average growth (in fact more than twice as high) on a
sustained basis than those with better governance measures. The
study suggests either that other complementary factors in tandem
with governance are necessary for growth, or that the nuances of
governance critical to development may have been missed.

15 Murray and Evans (2003).

and education
determinants.lé

indicators and their key

® In addition to a focus on measurement, the
chapter argues that within-country and
intervention-specific analyses are the most
informative with regard to providing
evidence for policy making. A cross-country
perspective can help situate a country’s
performance relative to its comparators,
but within-country analyses are better able
to uncover constraints to attainment and
inform the choice of corrective options.

* Evidence suggests that carefully targeted, pro-
poor, results-focused interventions, such as
conditional cash transfers, food-for-education
programs, food fortification interventions,
and the use of NGOs for service contracting —
in addition to the more standard focus on
bricks-and-mortar improvements in social
infrastructure where needed—are highly
effective in improving health and education
outcomes, especially among the poor.

" Besides the focus on excluded population
groups and on enhanced measurement,
monitoring, andevidence-based policy making,
policy makers must be held accountable for
implementing changes aimed at improving
MDG attainment in health and education.

The remainder of the chapter focuses in greater
detail on the issues raised above. Section 2 provides
a brief background to the current state of health and
education in developing Asia. Progress to date on
attaining the MDGs related to primary education
and child mortality is reviewed and discussed.
Section 3 reviews the determinants of the extent of
government involvement in health and education.
Sections 4 and 5 of the chapter focuses on cross-
country macro methods for evaluating policy
effectiveness. Section 4 reviews empirical evidence
that relates aggregate expenditure outlays to
outcomes. Section 5outlines methods that are used
to estimate efficiencies of health and education

16 This is not a new idea: a similar sentiment was expressed in Diamond
et al. (2001). For more on problems related to measurement and
country coverage of MDG Indicators, see the statistical appendix in
ADB/UNDP/UNESCAP (2005).




Figure 1 Education and Health in Developing Asia vis-a-vis the Rest of the World, 2002-2004
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systems using aggregate production functions.
Sections 6, 7, 8, and 9 move to a more within-
country micro perspective. Section 6 looks at public
expenditure effectiveness from the perspective of
inclusiveness. Section7 focuses on the methodology
for assessing the distributional consequences
of public expenditure, i.e., on how we can tell if
public spending is reaching the poor and those
most in need. Section 8 outlines other, more micro-
based approaches for assessing the effectiveness
of service provision. Section 9 discusses impact
evaluation methods for assessing the effectiveness
of specific interventions and summarizes evidence
from selected impact evaluations in the health
and education sectors. Sections 10 and 11 focus on

— — applications of-the- methods for evidence-based

policy making. Section 10 introduces an analytical
framework that ties together some of the issues
raised in the chapter. Section 11 concludes with a
brief discussion.
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2. Health and Education MDGs in
Developing Asia

This section briefly reviews the state of health
and education MDGs in developing Asia.!” For
ease of exposition, we focus attention primarily
on two specific MDG indicators: primary school
enrollment and child mortality.

Figurel gives a broad sense of human
development among Asian DMCs vis-a-vis the rest
of theworld (selected DMCshave been highlighted;
different colors represent different subregions).
The lines in the graph represent weighted global

averages for the indicators. For education, most

DMCs included in the sample were either in the
bottom-left or top-right quadrant. Enrollment rates
in Asia are about the global average, but education
expectancy (which measures the expected years of

17 More detailed analysis of MDG attainment can be found in ADB/
UNDP/UNESCAP (2005). For progress on gender-related MDGs, see
ADB/UNDP/UNESCAP (2006).
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Figure 2 Attainment of Universal Net Primary Enrollment MDG in Asia (%)
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schooling that a typical individual would have at
current enrollment rates at all levels of education)
is still low relative to the rest of the world.

Life expectancy in developing Asia is about
the global average, while child mortality rates are
slightly better. Several several countries—India
and Pakistan, for instance—are prominent in the
upper-left quadrant for health, indicating relatively
low rates of life expectancy and high rates of child
mortality. Countries such as Indonesia have made
progress on child mortality, although overall
life expectancy is still somewhat low by global
standards.

2.1 Primary Enrollment

The MDG target for education calls for the
attainment of universal primary enrollment by
2015, ie., the benchmark target is a 100% net
primary enrollment rate. Figure 2 shows progress
toward this MDG target for selected DMCs for the
period 2002-2004. Althoughrelatively high for most
DMCs, enrollment numbers remain particularly

worrisome in countries such as Azerbaijan, Lao
People’s Democratic Republic (Lao PDR), Nepal,
Pakistan, and Papua New Guinea. These countries
have the farthest to go in terms of attaining the
MDG education target. At the other end of the
spectrum, Fiji Islands, Cambodia, and Viet Nam
have impressive attainment figures for primary
school enrollment.

In recent years, participation in primary school
has improved for almost all DMCs, and more
significantly for countries that started with very
low net enrollment rates in the base year 1990 (e.g.,
Bangladesh, Cambodia, Lao PDR, and Pakistan).
These countries have increased net enrollment by
30-100% since 1990. However, much more progress
is needed. Globally, some 100 million children are
deprived of basic education; of these, 55% are girls
and nearly half are Asians.’® In Asia, as in most
developing regions, children from poorer families
are almost three times more likely than those from
richer families to be out of school, while those with
less educated mothers are more than two times
more likely to be out of school compared with those
with more educated mothers. Moreover, children

18 UNICEF (2006).




Figure 3 Attainment of Child Mortality MDG in Asia (% of target attained)
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with the lowest levels of attendance are found
among indigenous and other minority groups.!®

For extremely poor households, the cost
of sending a child to school comprises not just
the out-of-pocket expenses incurred for daily
transportation, clothing, and food allowances
(which, for example, can reach up to 29% of
overall household spending in Nepal and 47%
in Thailand) but also the lost opportunity cost
of a child not earning additional income.2
Diverse ethnolinguistic and tribal groups pose a
serious challenge to many DMCs where several
languages and dialects are spoken within the
country, creating significant barriers for access to
education, especially in rural areas. In Balochistan,
for example, a remote rural province of Pakistan
where four languages are spoken in addition to
the national language, populat:un literacy remains
very low, and girls” enrollment in 1990 was only
one fourth that of boys’.?!

19 United Nations Millennium Project (2005).
20 Kattan and Burnett (2004).
21 Tomei (2005).

2.2 Child Mortality

By way of contrast to enrollment, the MDG target
for child mortality is a relative one, i.e., it calls for
the attainment of a two-thirds reductlon in child
mortality over the 25-year period 1990-2015.
What this implies is that the child mortality target
is different for each country, depending on the
initial conditions it had in 1990. Nevertheless,
we can assess progress toward attaining this
health MDG target by normalizing the 2015 target
child mortality rate to be 100% and assessing the
percentage of this targetattained by 2004 (Figure 3).
As 2004 is roughly the halfwa\f point (56%) in
the MDG time frame, countries that are on track
should have achieved at least 56% of their target
by then (both 56% and 100% are demarcated in
Figure 3). As can be seen, Cambodia, Kazakhstan,
and Turkmenistan have actually seen increases
in child mortality over 1990-2004. Progress has
been negligible or very slow in other countries
such as Afghanistan, Papua New Guinea, Tuvalu,
and Uzbekistan. In contrast, countries such as
Bangladesh, Indonesia, and Viet Nam have been
very successful in terms of progress toward
attaining the child mortality target.
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The major causes of child deaths in developing
Asia (in particular in South Asia and Southeast
Asia) reveal the link between child mortality and
poverty. Close to half (41%) of children’s deaths
in the region are caused by only four diseases:
acute respiratory infections (19%), diarrhea (18%),
measles (3%), and HIV/AIDS (1%).2 A large
proportion of these are contracted and transmitted
in conditions of poverty: crowded living quarters,
indoor and outdoor air pollution, unsafe drinking
water, and improper sanitation.

Potable water, working toilets, and covered
drains are markers for good hygiene and health, yet
access to such basic facilities is severely lopsided,
not only between rich and poor countries but also
between urban and rural areas within countries.
For the poorest in developing countries as a whole,
only 58% of populations have clean drinking water,
and while 49% have adequate sanitation facilities,
only 30% of those in rural areas have access to
such facilities. In the Republic of Korea, 92% of the
population have access to clean drinking water,
and 100% in both rural and urban areas have
adequate sanitation facilities. But for Afghanistan,
which has the highest child mortality rate in Asia,
only 13% have clean water, while the proportion
of the population with sanitation is only 16% for
urban and 5% for rural areas. In Lao PDR, 43% have
clean water, while slightly half of that proportion
(24%) use adequate sanitation facilities that may
be accessed by 61% in urban and 14% in rural
areas. One study has found that simply improving
access to safe drinking water by 10% could induce
a reduction in child mortality of 3%.2

Malnutrition, a common occurrence among
children in poverty, is a major risk factor for
child mortality, depriving children of requisite
nutrients and weakening their resistance to illness.
The pre\r'llence of underweight children below 5
vears of age is 27% for all developing countries,
whereas for South Asia this figure was 46%.2*
The disparity is clearer if one looks at specific

22 WHO/WPROQ (2005). It should be noted that several DMCs are in the
midst of an epidemiological transition, as the major causes of death
move from communicable diseases to noncommunicable ones.

23 WHO/WPRO (2005).

24 UNICEF (2006). The degree of malnutrition is measured by severity
of the underweight: moderate and severe for below minus two
standard deviations from median weight of reference populations,
and severe for those below minus three standard deviations from
median weight. The malnutrition referred to here is moderate and
severe, because insufficient data are reported for severe malnutrition
by middle- and higher-income countries in Asia.

countries: underweight prevalence for middle-
income Malaysia is 12%, or only one fourth that of
the low-income countries Nepal and Bangladesh,
both of which have nearly half of all their children
(48%) underweight.

Gender disparity exists strongly in health, as
in education, for South Asian countries. Fifteen
years after Nobel economist Sen (1990) decried the
fatal discrimination responsible for “more than 10
million missing women,” girls are still dying in
greater numbers than boys in many countries.?
Mortality inequality is a term that refers to higher
rates of death among girls and women than boys
and men. The consistently higher mortality rates of
glrls—desplte biological mortality advantages—
is suggestive of a systematic neglect of females
relative to males in nutrition and health services.
Mortality inequality remains a problem in all
South Asian countries (except Sri Lanka), as well
as in the PRC. Mortality rates of young girls in
Bangladesh, Nepal, Pakistan, Maldives, and India
are 2-10% higher than those for males, implying
that male children receive preferential treatment
with respect to nutrition and health care.26 One
study using data from a National Family Health
Survey estimated that under-5 child mortality in
India would drop by 20% if girls had the same
mortality rate as boys.? Similarly in the PRC,
the mortality rate for girls is 11% higher than for
boys.

2.3 Persistent and Growing Socioeconomic
Inequalities

Persistent and growing inequalities in education
and health within countries are another significant
concern for developing Asia.

Measuring inequality in education is not
easy because census and survey statistics cannot
fully capture discrepancies in education quality
or timed benefits to individuals. Nevertheless,
existing evidence suggests significant education
inequalities. Most prominent among these is the
disparity between rich children and poor children
who attend school. Globally, almost 20% of all
primary school age children are estimated to be
out of school, but in many Asian countries the

25 Sen (1990).
26 Sen (2002).
27 Victora et al. (2003).
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India India Indonesia
Female 486 47.9 59,0 43.4

Male 514 52.1 410 56,6
Rural 76.7 55.3 87.1 70.2
Urban 233 44,7 129 208

Battom quintile 221 23.6 37.3 52.2

S Top quintile 152 176 36 6.0

Total refers to both in-school and out-of-school primary school age children,
Data are for 2000-2003.
¢ UNESCO (2005a).

far exceed this average.? For instance,
it estimates indicate that in Lao PDR, 60%
ll primary school age children in the poorest
olds were out of school compared with only
- 13% of children in the richest households
22).

A more detailed country view of out-of-school
children provides further information on other
sources of education inequality (Table 3). India
and Indonesia, though widely diverse countries
in terms of culture and sociopolitical structures,
show generally similar trends in the distribution
of all primary school age children across the
various sex, location, and wealth categories.
However, there are magnified differences in the
out-of-school children groups: in India, though
there are more male primary school age children
than female, the proportion of out-of-school

28 UNESCO (2005b).

children who are female is 59%, far greater than
the corresponding rate among males (41%). This
is the opposite of the situation in Indonesia. Out-
of-school children in rural India are seven times
the magnitude of those in urban areas, while in
Indonesia the corresponding number is 2.3. Out-
of-school children from the poorest households in
both countries, however, are nine times those from
the richest households.

There is also evidence that health inequalities
within countries remain large.® This is despite
overall improvements in the average levels of
population health. Minujin and Delamonica (2003)
provide evidence using data from Demographic
and Health Surveys. Four DMCs were included in
their sample: Bangladesh, Indonesia, Kazakhstan,
and Philippines. In all four countries, inequalities

Armenia

Bangadesh 1996
Bangladesh 2000
Bangladesh 2004
Cambodia 2000
India 1982
India 1999
Indonesia 2003
Kazakhstan 1985
Kazakhstan 1999
Kyrgyz Republic 1997
Nepal 1996
Nepal 2001
Pakistan 1991
Philippines 2003
Turkmenistan 2000
Viet Nam 1897
Viet Nam 2000

Note: Low/High ratio shows the ratio of under-5 mortality rates
for those in the bottom quintile of waalth versus those in
the top quintile.

Source:  Gwatkin et al. (forthcoming) and WHO, WHOSIS.

in child mortality by wealth level increased from
the mid-1980s to the mid-1990s, with the change
being greatest for Indonesia. Kazakhstan saw not
only an increase in inequality but also an increase
in child mortality. Gwatkin et al. (forthcoming) also
report on evidence from several Asian countries
that shows the ratio of under-5 mortality rates
for those in the bottom quintile of wealth versus
those in the top quintile (labeled “low /high ratio”
in Table 4) remaining high. Zhang and Kanbur
(2005) provide evidence of increasing rural-urban
inequality in infant mortality in the PRC.

29 Balisacan and Ducanes (2008).
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Health inequalities are often correlated
with rising income, possibly due to differential
assimilations of new technologies by the rich as
against the poor.® Another reason for the rise
in health inequalities in Asia likely stems from
the rise in income inequalities in the region.3!
Increases in health inequalities are often indicative
of increasing problems with access to the health
system or of growing differentials in quality of
care received.

One aspect that needs to be underscored is the
fact that there are usually strong geographic and
spatial dimensions to inequality, knowledge of
which can be especially useful for designing and
implementing interventions. For example, in his
analysis of MDG attainment for India, Deolalikar
(2005a) reports that with regard to malnutrition,
only about 10-20% of all villages and districts in the
country accounted for one half of all infant deaths.
Needless to say, knowing which specific regions or
districts are responsible for poor attainment levels
can be very useful for designing targeted and cost-
effective corrective policy interventions.

Given governments’ prominence in health and
education, the next section examines their role in
more detail.

i Government Involvement in the
Health and Education Sectors

3.1 Theoretical Rationale

As mentioned in the Introduction, there are strong
theoretical arguments for direct publicinvolvement
in health and education. The arguments refer
to public involvement—which could take the
form of financing via subsidies or other forms of
encouragement—and does not necessarily imply
direct service provision per se. These arguments
are fairly standard and we only briefly review
them here. The characteristics of education and
health, e.g., presence of externalities and other
forms of market failure, are such that reliance
on private provision alone is likely to yield
suboptimal outcomes from a societal perspective.
Classic examples of these market failures include
treatment of communicable diseases: individuals

30 Wagstaff (2001).
31 Kanbur et al. (2006).

may discount the impact their own infection
could have on the health of others around them.
More educated workers on average may have an
unintended positive effect on the macroeconomy
at large. Information asymmetries are prominent
between consumers and providers in health and
education, and public accreditation can help
mitigate this form of market failure.

The other major theoretical justification for
public sector involvement in health and education
has to do with equity and inclusiveness. These
are important considerations as these social
inequities—due to the “merit good” nature
of health and education—are often deemed
less tolerable than inequities in income3? As a
result, governments are often expected to play a
prominent role in redressing social inequalities in
the population.

3.2 Historical Overview

Historical involvement of governments in the
domain of health can be traced back to hundreds
of years. Medieval mercantilist societies tended to
view sheer population numbers as an economic
resource, prompting some attempts at public health
interventions by those in power. Quarantine as a
public health strategy was known to have been
used in the 14t century as a means to cope with
the scourge of the Black Death.

The genesis of modern public sector health
involvement, though, is usually traced to the latter
half of the 19t century in the United Kingdom, a
time of rapid industrialization and urbanization.®
With urbanization came growing population
densities, housing problems, waste accumulation,
pollution, and epidemic diseases. This necessitated
the setting-up of formal public health authorities
that dealt with issues related to sewage disposal,
sanitation, housing regulation, and clean water
supply. This period also saw significant declines
in European mortality rates, the likes of which had
never been seen before in history.

Formal establishment of public health systems
occurred much later in Asia than in Europe. There
is evidence of some isolated declines in mortality in
a few countries, which were attributed to specific

32 Anand (2002).
33 Porter (1999).




public health campaigns conducted by colonial
administrations in the 1920s, e.g., the control
of smallpox and cholera in Indonesia, and of
smallpox and the plague in the Philippines.? The
malaria control campaign in Sri Lanka in the 1940s
is another example of a government-led health
intervention that resulted in impressive declines in
mortality. It was not until after the 1940s, though,
that systematic population health improvements
were seen in the region.®

Similarly, large-scale public involvement in
the provision of education (primary schooling) can
also be traced back to Europe in the late 18t and
19t centuries: Prussia was a pioneer in installing
a system of state-mandated schooling, followed
by other countries in the region, as well as the
United States (US) and Canada.® The argument
is often made that the rise of public education in
Europe was connected with the development of
the concept of the nation state.?

As in the case of public health, public provision
of education in Asia did not pick up until the
1920s and 1930s. At the turn of the century, large
sections of the continent were under colonial

administrations and partof the reason for low levels
of public expenditure and enrollment at the time
were likely reflective of a public administration
system that was extractive in nature and not really
geared toward human resource investments, such
as education.? Figure 4 shows the big differences in
primary school enrollment rates in North America
and northern Europe relative to those in Asia and
sub-Saharan Africa in the late 19% and early 20t
centuries. As far back as 1900, North America/
Oceania and northern Europe had reached primary
enrollment rates that several DMCs have yet to
achieve.

Figure 5 shows the rates disaggregated for
selected Asian countries for which data are
available. Some colonial anomalies are in evidence,
emphasizing the need to look beyond averages. Sri
Lanka, for instance, had relatively high primary
enrollment rates in 1900 (20%) vis-a-vis India (<5%)
despite the fact that both were British colonies.
Some argue that the Colebrooks-Cameron Reforms
in Sri Lanka in the 19t century, which unified the
country and encouraged some degree of local
participation, were partly responsible for these
observed differences (see Box 1).3 Similarly, after

Figure 4 Primary Enroliment in Selected Regions: 1870-1940
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34 Preston (1975).

35 Ahlburg and Flint (2001).

36 Ramirez and Boli (1987).

37 Meyer, Ramirez, and Soysal (1992).
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38 For instance, Acemoglu et al. (2001) argue that general institutional
development was weak in colonies where settler mortality rates were
high.

39 Gallego (2005).
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Figure 5 Primary Enroliment in Selected Asian Countries: 1870-1940
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Year

Box 1 The Colonial Origins of Sri Lanka’s Education Advantage Over India

Based on the latest available indicators, Sri Lanka's adult
literacy rate was an impressive 90.7%. Its net primary
enroliment rate was 97.2% and the average number of years
of education in the population was 6.1. By way of contrast,
India's adult literacy rate was an abysmal 61.0%. There have
been some signs of improvement in recent years though:
India’s net primary enrollment rate is now a respectable
90%. Nevertheless, the population on average still has only
about 4.8 years of education.!

These disparities in education attainment between India
and Sri Lanka are not new: even as far back as 1900, Sri
Lanka enjoyed enroliment rates that were much higher than
those in India (Figure 5). What explains the historical origins
of differences in education attainment between the two
countries, and especially so given the fact that both were
British colonies?

Lindert (2003) argues that a key difference between the
two countries—and one that has colonial roots—relates
to the extent of local democratic participation. Britain
introduced universal adult suffrage in Sri Lanka in 1931.
In contrast, in 1919, suffrage in colonial India was
extended only to the relatively privileged classes, namely,
the educated and those owning land. This “elite bias"—
his argument goes—explains in part the historically low
levels of primary enrollment in India. This trend continued

1 World Bank (2006a) and Barro and Lee (2000). Enroliment and
literacy data refer to 2003; average years of education are for
those aged 25 and above and are estimates for 2000.

even after independence, with public funds favoring
tertiary education at the expense of mass primary
schooling in India. He argues that imperfections in India's
local democratic institutions have made it difficult for the
underprivileged to voice and influence their preferences,
especially at lower administrative tiers.

A puzzle remains though. As pointed out by Gallego (2005), Sri
Lanka's enrollment rates were already more than four times
those of India in 1900, significantly before the introduction
of universal aduit suffrage in Sri Lanka in 1931. Hence, one
needs to look back even further to investigate the roots of
education attainment differences between the two countries.
He argues that the Colebrooke-Cameron Reforms—which
were the recommendations of a committee sent by Britain in
1829-1832 to investigate the colonial government (of what
was then Ceylon)—were instrumental in encouraging social
cohesion, as they resulted in centralizing the administration,
allowed for the opening up of administrative posts to locals,
encouraged political  decentralization, and called for the
devéjopment of a unified English-medium educational
system.

Arguably, though, the role of the local sociocultural
environment in Sri Lanka in helping facilitate the successful
implementation of the reforms—and also of sustaining them
over time—should not be discounted.




Figure 6 Public Share in Primary Enroliment (% of all primary enrollees)
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1900, the Philippines saw a rapid rise in primary
enrollment after the US took over the Spanish
colony.

Why might it be important to look at health and
education from a historical perspective? First, as
pointed out by Gallego (2005), there is a startlingly
high correlation between the past and the present.
For instance, the correlation coefficient between
primary enrollment in 1900 and average years of
education in 1985-1995 was (.79. Another example
can be found in Banerjee and Iyer (2005), who
show how historical experiences can influence
present-day policy choices. Using data from the
1950s to the 1990s, they find that the districts in
India where land rights and tax revenue collection
were handed over to landowners by the British
colonial authorities in the 19t century tended
to invest less in health and education even after
independence. They argue that one reason may
stem from polarization, which caused differences
in preferences across classes and which appears to
have persisted over time in these districts. A similar
point is made by Rajan and Zingales (2006). They
argue that, rather than focusing on institutions,
it may be more productive to look at historical

— -
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sources of polarizations and “self-perpetuating
constituencies” among population subgroups.
The latter, they argue, are the root cause behind
the persistence of underdevelopment. In many
instances, it is not so much the issue of what
policies to pursue, but more one of finding ways
of garnering the political consensus to pursue the
appropriate policies.

As the above discussion has emphasized, to
understand some of the institutional weaknesses
that may explain current education deficiencies, it
may be necessary to take a broader view of past
trends and “initial conditions.” However, even
though history can matter, several countries have
defied these initial condition deficiencies (e.g.,
Republic of Korea and Malaysia). Understanding
how these countries overcame their disadvantages
and deviated from the norm can yield important
insights to guide policy makers.

3.3 Current Situation

Following World War II, and as DMCs began to
gain independence, governments in the region



Key Indicators of Developing Asian and Pacific Countries

Figure 7 Average Public Share in Education in Asia
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tended to progressively increase their involvement
in the social sector. In 2000, the bulk of primary
school enrollment in the region was public
(Figure 6), as was the share of overall education

expenditure (Figure 7).

For health, unlike education, the average share
of public expenditure in overall health expenditure
is about 52% for DMCs.
by country for selected DMCs for which data

Figure 8 shows the shares

are available. South Asian DMCs such as India,

Figure 8 Public Share in Health Expenditure (% of total health expenditure)
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Figure 9 Per Capita Government Expenditure on Health and Education
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Nepal, and Bangladesh are notable for the small
share of government health expenditure in overall
expenditure, emphasizing the predominance of
private and other forms of provision of health
in these countries. Cambodia and Indonesia also
have a relatively small share of government health
expenditure.,

Figure 9 shows annual public expenditure per
capita in health versus education for 2000. As can
be seen, globally, expenditures in the two sectors
are quite highly correlated. Most Asian countries
spend less than $250 per capita on health and
education. Among the DMCs in the sample, Palau
and Republic of Korea spend the most on both
education and health. In addition, Fiji Islands,
Malaysia, and Thailand are high spenders on
education. Fiji Islands, Samoa, and Tonga spend
relatively high amounts on health.

Cambodia, Nepal, and Pakistan are all low
spenders on both health and education. In 2000,
for DMCs in the sample, the average public
expenditure on health as a proportion of gross
domestic product (GDP) was 29%, and the
corresponding figure for education was 4.1%. In
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general, at lower levels of social sector outlays,
there is a tendency for countries to invest more in
education than in health.

As an indication of the total amount of
resources devoted by the government to the social
sector, Figure 10 shows the sum of government
health and education spending as a proportion
of GDP. The average among DMCs is about 7.8%
(shown as a vertical line in the graph) although
this average is driven by the large percentages
spent by some of the smaller DMCs. Indonesia,
Myanmar, and Pakistan devote comparatively low
amounts of public expenditure to the social sector.
On average, DMCs spend a lower percentage of
their GDP on health and education than countries
in Latin America but higher than that spent by
sub-Saharan countries.

3.4 What Determines the Size of Public
Spending in the Social Sector?

Why is it that some governments spend more
on health and education than others? Based on
the discussion in the previous subsection, one



