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2. Background & Theerizs: Ratkonal to Involve Public and Private Seclor in
Education '
1. Combination of public/private financing/pravision 2.1. Rational to Involve FPublic Sectorin Education
Provision o Externalities
Private Public 1. Soctal benefits
4 -buildi
Financing | Private | (DPrivate schools {Disser fees 2. Nation-building
@Community schools | @5tudent loans o  Market fallures
@Home schooling (35cholarships
@ingustry ink {higher 1. Educatlon s a long-term investment process:
education) financlal Institutions unwilling to take risk
Publie |{DSubsidies (Traditional public 2, Difficult for providers to borrow against future
@Contracting-out Sscgwh revenue stream
et | @student Loans 3. DIfficult for students to borrow against future
@Student loans income generation
®seholarships 4. Information asymmetries
Vi 5, Equity concemns
Sowrze: IFC {2001} /
3 4
2 Bnck_ground £ Thaoies: Raticnal to Involve Public and Private Sector In
2. Background & theories Bducatian
2,2, Factors that Drive Privatization of Education 2.3. Rallonal to Invalve Private Sector in Education
o Education bears private benefits
. o Government fallures
o Greater demands for education 1, Eq;lty concerns: public resources focused on elite
; and non-poor
o Government bUdQEt constraints z  Inefficlent and Ineffective service provision
o Greater market forces o Micro leve! rational
1. Greater efficlency/competitiveness
2. Diversity/innovation, Quick response to changing
econemy and market demands
3. Expanslon of access
o Macro lavel rattonal
1. Decrease public spending
2. Shift within the education sector
5 6




3. Privata Provision and Financing of Education in East Asia Reglon

3.1, Privale Provision (cont'd..}

3. Private Provision and Financing of Educalion In East Asia Reglon

3.2. Private Financing

% ol Students in Privatn Schools 2 Diffsront Countrlos by Lovel of Education Private Financing as a Share of Total Expenditure (%)
Hre. Frimary Junice Sentre Testary Al
: : e imary Heconday Sevopdafy fevelt
5 : ¥ 8 £om Cimdutis M
=i} |0 5 e
1 =il nsroxm Chent 154 ITH] 1 1
E : :mm Imdogw sin a9k} nia 562 33
iy CEEN
': @ naret LaaFDR
::‘;;f Miluyaa 20 10 1
:::' atippines . a0k 555 121
e “Ihailand T4 11 187 LX)
Vitnam xS 09 f 588 I 624 135 114
M) Dt e b Bome 42 rard yoar somlabda, w mesd comon 1YL
LA E ety R ULERRD Hotk: 1, Data see bor the most rectt yeus avaksbie.
frlinkubiintioklubialotantbiliaushitbiid 2. Source: moaby rom WEL URESCO an EdStal, WD
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4. Glabal Experiences 4. Global Experlences
4.1, Impact of greater private sector paricipation 4.2. Positive Impact on diversity/innovation
o Positive impacts on o Japan:
¢ Access Idea of a slx-year secondary school was
o Efficiency (measured by per-student first implemented in the private sector
costs) o Singapore:
e Diversity/innovation (=2 sfide 10) New Initiatives In school~bﬁse?
management in private schools
o Mixed resuits on e ager P
o Indonesia:
» Effectiveness/quality (= sfide 11) :
o Equity (= sfide 12) Innovative program to overcome gender
quity bias In the curriculum in a private school
9 10

4. Glabal Experiences

4.3, Mixed results on effective ness/quality

o Some studies show positive results;

« Positlve correlation between increased labor markeat
earnings and private school attendance in Indonesia
(Bedt, A.a. and A. Garg 2000)

s Better education results for private schools at lower
costs In the Dominican Republic, the Ph"cPEmES'
Tanzania and Thailand (Laockheed, M
Jimenez 1996)

o Other studizs present skeptical views:

e Local Lommunit?/ participation matters more than
pubhc/prwate d fference in the studied schools in
Cali orniag envenlste, L., M. Corney and R.
Rothstein 2002)

+ Many others
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4. Global Expeilences

4.4, Mixed resulls on equity

o Negative impact
o Private schools for elites, non-poor

o Positive impact (at least in terms of
access)

¢ In Indonesia, most schoo!s in rural
areas are religious private schools that
offer education to the poor at lower
cost (but lower quality).

12




5. South Korea's Experience

§.1. Public Expenditure and QOutcomes (acrass regions)

15 Low correlation batween education spending and gutcomes
o
g 5#7::.\:-“" e . »:“",: Zirbatee
a _ e Moy
§ 10 Bt
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é .
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Public spending on education s ¥ of GDP
Sourcer Presertation by E. King (2002) 13

5. Bouth Korea's Expariance

5.2. Public Expenditure and Quicomes (East Asia Reglon)

Public Spending and Qutcomes

* Fiji

® Hong Kong
hdonasla

< Sauth Korea

% Halay sta

48 Phllippings

Ligr

-+ Singapore
« Thadand
« Yistnam

Ayaraga Years of Schoaling of

the Total Population Aged 15 &

2.0 6.0 104 r6.0
Pitbilc Expsndliure as % al GDP

Data Sowrce: Paacharopouios and Negeaven 5995 and EdStats, Wal
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5. South Karea's Experlonce

§.3, Total Education Expenditure and Qutcomes (East Asia Reglon)

Total Expanditure (Public & Private) and
Qulcomes

#» Fiji
@ Hong Kenpg

indonasia
» Sayth Koroa
x Malaysia
© Phillpplnas

& i + Singapore

0.0 5.0 10,0 15.0 | =Thailand
Total Expendliure as % of GDP - Visinam

Average Yenrs of
Schooling of the Total
Population Aged 15 &

Data Source; Psacharoptulos ard Kguyen 1995 and EdStas, WR.
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6. South Korea's Expationca

§.4. Comparison of education attalnments betwean Kenya and Korea

{lliteracy Rate

1924 1w Jwad
Korea n s f
Kims 40 1 na

Gross Primary Barolment Raie

185 150 71

Fourn M 0 a5t

Kenya M 113 it
Gross Secondary Enralrment

ie 1013 154 93

Keers 2 ] T

Kengn 4 n 4

Gross Tettiiary Engelmeat

1944 1 (5ol
Kerta 01 15 10
Kyt 0l N3 13
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5. South Korea's Experience

5.5, Reasons that explaln the rapid expansion of the system

» Many reasons:
o Culture that puts emphasis on education
o Meritocracy
a Rapld economic growth
o Efficient East-Asian type Education

o Privatization
+ Facts:

1. Government’s clear priority for primary
education for public expenditure: 83.9% of total
public education expendlture for basic and
10.3% for higher education jn_1985 (- Sifde 18)

2. % of students In private schools: 44% at[juniur

high, 51 at senior hlgh, 89% at junior college
7(?at university in 1365 bat] !
3. Share of private financing: 67%

17

5. South Korea's Experience

5.8. How?

o Government's active role to encourage

and regulate private sector participation

= The Private School Act of 1963

+ Only tax exemption at first

¢ Regulations to control quality: standards for
facillties, faculty, teaching equipment, iibrary

= Financlal support to schools and individuals e.g.
research grants and scholarships
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6. Implications for Developing Countries and Donors

6.1. Overall Implicalions

Need Resources to achleve MDGs and EFA

s Private sector could provide resource

o Privatization of higher level of education can
free up public hudget for basic education

BUT:

« Privatization could have negative impacts

o Appropriate level of privatization should vary
across countrles

THEREFORE, we have to explore ways to optimize the
provision and financing of education while maximizing
the private and public benefits of education

19

6. Implications for Developing Countries and Donors

6.1. Ovarall implication {cont'd)

o We need to learn more about:

» Strengths and Failures of government and
market
(= Slide 21)

+ Effective sets of government interventions
( Slide 21)

¢ Different mechanisms for public-private
partnership
(- Sfide 23)

o Above all, soclo-economic context of the

country (e.d., size of private sector)

20

6. Implications for Developing Countles and Donors

6.2, Strengths and failures of government and market

8. tmplications for Developing Gountrias and Donors

6.3. Government interventions

Strenglhs Fellures o Regulatory framework for PPP
o Financial support to involve the private
Govemment | oBroad national oPrameta equlity
vision oAvoid inefficiency sector
oCapacily to A ' .
Coitribwa and | haemer® sustainable o Complementary policies:
plw;“mezﬂuﬂv o For equity concern: demand-side
ctnfarmation financing (e.g. scholarships, student
Markat aatching of cPromate equity loans), information provision
amands an
supaly eyl o For quality concern: regulations, quality
oCompetitian Imperfactions assurance mechanisms {e.g. accreditation
oWillingness to pay | oGvercome information ‘Commjttee)
asyimmetries
21 22
6. lmplleations for Developlng Countrles and Donors 6. Implications for Develaping Ceuntrles and Denors
6.4, Mechanisms for public-private parinership 6.4, Mechanlsms for public-private parinership
1. Publle tinancing/privata provisfon o VOUCher SCheme
»  Usarfeas, student loans, schalarships, {induatry Hink)
2, Private financing/public provision ° Coupon given by goven:‘ment to
1. Daefivory ol aducation by private seclor financed by publfic Students to attend publlc/prlvate
lundis schools
' . f”“‘*d":f"“’°*°""’"°“ » Schools get public funds depending on
Z p “c" °‘:r°"’t '““t""‘”""“ safiools the number of enrolled students
+  Gontract-ou . ;
3. Education voucher, shudent loans, scholarships ° C,Ountrles. Chlle' Co[ombla, Cote
»  For siudlents lo attend private schools d Ivoire, Kenya
4. Puivala soclor supply of Inputs inte education process
*  Supply ol taxtbooks, bufld & oparata infrastructure,
canlqen service
23 24
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6. Implications for Developing Countries and Donors

8.5. Implications for JICA's education assistance Selected Readings

Bedi, A.S. and A. Gard_FzDDﬂ) ‘The Effectiveness of Private
versus Public Schools: The Case of lndonesia.” Journal of

1. Need better understanding of provision and
Development Economlics G1(2): 463-94

financing of education for the whole sector
in the context of SWAp

2. Accountability issue In assisting any
particular public/private school or university

i i Lockheed, M. and E, JI . (1996, “Publi d Pri I
3. Equity and effectiveness concern In assisting O Boraens Conasts i Drganationd ane Hifectencas Schools
public/private schools

Benvanista, L., M. Carnoy, R. Rothstein, 2002. All Else Egual

Internatlional Firance Cooperation. 2001. Investing in Private
Education: IFC's Strategic Dlrections. IFC, Washington, DC,

. o Psacharopoulos and Nouyen 1995 “Fighting Poverty: the role of
4, TA to assist the government to formulate governmgnt and the p?lv\éte sector, Wortd Bank.r\ti}’ashlngmn, DC.
00 | ic- i
good policies fo’r DUb|IC ,p”vate partnerships © Warld Bank, 1998, Indonesia Education in Indanesia : from crisis
based on Japan 5 experiences to recovery. World Bank, Washington, DC.
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Appendix
Basic socio-economic and educational Indicators in countsies In the region
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| Products Offered by Public Financizl Institutions

e direct lending (MLAS(WB/IFC, EBRD, ADB, IDB),
JBIC and other bil aterals)

* B loans (MLAS)
» partial credit and partial risk guarantees (MILAs,

IBIC)
20044511 B26H o political risk insurance (MIGA, bilateral insurance
agencies) o
= equity contribution (IFC, JBIC, but on an exceptional
_ FEIRR1E &7 basis) :
N§pf TREEOTILIIAR * grant and technical assistance
JBIC
IBIC Projest Finance 1 JBIC Prejest Flaanos 2

@
l Rele of Public Financial Institutions (1) I Role of Public Financial Institutions (2)
1. Political risk mitigation through bargaining power to host 3. Enhancement of Investmen Climate
governments . « advocating Investor friendly policles in podlcy dlalogues with host
- largest creditors to many of the host governments -Iiior::nr:ir:r:z[slnnce to supporting infrastructure (e.g, Iransmission
= lender of Iast resort (development banks and ald agencies) tines)
- close cantact with host governments through policy dialogue
- diplomatic channels (bilaterals) 4. Facilltating the Progess
~ grant facillty for project preparation ibidding procedures,
. . . Teasibility studies)
2. Cat];]ﬂlyst for Tvalc tl‘::lancmg - disseminalion of best practlces {research pnd seminars)
" dl D:msl an glrlar? wf Ivst b " fundi « techinical asslstance {development bunks nnd agencies)
« direct loans also function as catalyst by securing core funding « coordination between lenders and host governments
- assistance fo commerclal syndicatlon
JDIE Paofect Flasnce. 3 JBIC Prolec! Finwice 4
LI abiE
— -
I Role of Public Financial Institutions (3) [ JBIC's Project Finance

5. Lending terms
- willing te provide long tenors in relntively high risk couniries
- cancessional or Jower-than-market pricing

~ Some institutions can provide a large lot of financing when market
appetite is Limited or provide core financing to mega projects,

6. Promotion of Business and Investment from Industrialized
Countries
~ key mandate for bilateral ngencies

- close network with business community, yel detached from
particular commercinl interest due to public stalus

. BIC has been meeting an increasing demand for Hmlited recourse project finance
by way of extendlng Expert Credlis (EC) nndfor Overseas Investment Loans
(OCIL)

@ Overseas Investment Koans (OIL)
- support for dieect foredgn investment fromi Japan
Je (or projects with Jap. equity

(joint venturg or 10O% subsidy)

% Export Credits (EC)
~ support fer supply of goods and serviees from Japanese fiems 10 the pecject
+ sponsocs do not necessatily have 1o be fapanese finms

JBIC Project Finsnes " 5

JBIC Prajsok Financs 6




I CGperations of JBIG e

I

Overseas investment Loans (©iL)
13 Export loany LEDARans
2} Impart lpans l)zxﬁmln.umem
1 Ouerzess
omant oans Fsosies
4) Lndded loans s ar as
5) Bridge loars Ferors Copos i s Cross Border
e e x
artool Sar
' :«m‘;—;m BultAHALK BSGOTE

The primary abjective of Inermational derroinenl.
Fridntul G atiohd 62 ¢octrbute

15 the promation of Jiptntse Eporty,
RADOT 4] EONORT K KRS
oversens, oyl 4y thr bty ot
Wurrmaziral Franc)

crder.

Direct Loan. v

Equity
Partk pation

SFPE. ,
B 152385 FILPY
sintema) funds A handls,

* Bl lavestrant and Logn Program

JBIG Project Finance 7 JAIC Praject Finsnan a8
\&/ F@ [ Example of JBIG's Project Finance (1) |
Export Credits (EC) Phu-My Power Complex

Dlyect Loan

L‘"-—
EPC Conbract
LR
JDIC: Projse! Financs 9 JBIE Projoct Finance 10
@ I Exampla of JBIC's Prgjecd Finance (3} | @ [ Exampta of JBIC's Project Finarca {3 |
ang mc

‘Phu-My Power Complex Phu-My Power Complex

= Benefits / Needs

- Domestic gas supply avallable
- Increasing eleciriclly damand

e Challenges
- INE!E)C' o consluct inlrastruclure from supply (pipeling) to damand [ransmission
ino|
- Fast growing demand and need for conlinucus upgrada
~ Limitatien: of govammanial borrowing

e Mitigant:
- Streamlinail cambination of public funds, privata funds to develop a power
complex
= Introduction of firs| IPP projsct in Vistnam

ety |

11 JBIC Project Finance

JOIC Project Flaanee




I Role of the Host Country Governinent l

growth

- bégermil. approvai

= Maintain political stability and sustained econamic

« Enhance investment climate

- lagal systam, laxation, accountin
invesiment premotion and prolecli

= Support the project throughout Its life-time

, impori/expon, fuelfresources supply, oft-
ing, currency converslon, cerlain undartakings, ete,

on treaty, ele,

system, tarili system foreign

@ [ Examplo of JBIC's Project Finance (2) |

Baku-Thliisi-Ceyhan {BTC} Pipsline Project

& Project

® 1,750km-crude oil plpolina project wilh a design capacity of 1
millton barrers of oil par day

% The pipeline will transpon crude oil produced by the Azeri-Chirag-
Gunashli (ACG) affshare ofl fleld In the Casplan Sea, from Baku In
Azerballan to Ceyhan, a clly located along the Mediterranean
coast in Turkey, via Tbllist In Georgla,

@ Tha total cost estimated to reach soma L5$3.8 billion,

© JBIC Loans: {olaling up to US$430 million though Overseas Invesiment
Loan (OIL} and Export Credil (EC)

AT

JBHC Projott Finsnce 13 81 Praject Finance 14
@ [ Exampla of BIC's Project Finarca {2); BTC Pipalina Project | @ | Example of JBIC's Projoct Finance (2): BTC Pipaline Proen
e LLILY
Host Govamment
‘ Goorgh, Ture) [ ] <Highlights>
i d Oparat
il = Governmant Support : “Host Government Agreement”
e ps Supply Co Host Gevernment (HGAS)
v Agrasment Q&M Contract - The Host Governments provides direct suppont lo the investors
hrough HG As.
EPG ] Project '_"H"_'l Ft’.r o straam ] ~ The HGAs contains grants of rights and guaraniees from the
Contrastr | pog 08 Trampertson | Participarits Goveraments o tha Investors in respact of matlers nacessary lo
Contract ensurs the success af the Project (ex, right to land, fight lo receiva
Tariff paymont permils & licenses, right o transfer and convert currency, guasantee
EqV \,n;w Loan of full state cooperation, etc.)
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