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 Sub-Saharan Africa's economic decline since 1980 has stalled its earlier
 progress in education and health. The facts of the economic decline are

 stark. Sub-Saharan Africa's GDP per capita fell by 1.3 percent per annum

 in the 1980s, 5 percent below the growth of other developing countries. Indica

 tions are that economic performance has not improved in the 1990s: from 1990—

 94, the decline in GDP per capita worsened to 1.8 percent, widening the gap

 with other low-income countries to 6.2 percent.1 Although education and health

 indicators have not fallen with the economic statistics, their post-Independence

 growth has slowed to a crawl. Whereas life expectancy on the sub-continent rose

 by ten years between I960 and 1980, it rose only two years between 1980 and

 1994. This performance is particularly bad relative to that of other developing

 regions such as South Asia, where life expectancy rose by ten years between 1980

 and 1994. Similarly, although Africa underwent a massive educational expansion

 after independence, gross educational enrollment ratios remained constant at 39

 percent between 1980 and 1994. In South Asia, they rose from 37 percent to 53

 percent during the same period.

 Although these African statistics are depressing, conventional thinking
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 on development strategies towards education and health is upbeat. Education

 and health are widely seen as economically productive measures of "human capi

 tal" or "human resources." African governments are encouraged to invest in these

 social sectors in order to promote economic growth. Estimates suggesting that

 the "rate of return" to primary education in Sub-Saharan Africa may be as high as

 24 percent have been widely cited in policy documents. The main obstacle to

 making such apparently lucrative investments is seen to be the fiscal constraints

 on governments: the regions economic decline has eroded government per capita

 expenditures on health and education. One way to generate more funds would be

 to increase user charges for health and education. This strategy has been advo

 cated by a wide spectrum of opinion, including both the World Bank and many

 African health ministers (in the "Bamako Initiative"). According to advocates of

 user charges, the effects of charges on the take-up of services will be small because

 the demand for health and education services is relatively "price inelastic." This

 might perhaps be expected, given the very high private returns previously noted.

 Indeed, the most attractive aspect of the "cost-sharing" strategy was that the rev

 enues raised could be used to increase access. This could be done either by fund

 ing increased supply to meet existing excess demand or by raising demand itself

 through improvements in the quality of the services offered.

 However, recent research and experience have raised large question marks

 over such conventional thinking about human resource development. Better

 macroeconomic data and more careful methods of analysis have shown that the

 evidence for growth effects of educational expansion is not as strong as com

 monly thought. Studies of African labor markets since 1980 have challenged the

 conventional wisdom that primary education in particular has high economic

 returns, while a persuasive reassessment of early evidence for the sub-continent

 has questioned whether the conventional wisdom ever held. Recent experience

 with user charges suggests that they have a much bigger effect on take-up of social

 sector services than anticipated, and consequently bring in much less revenue

 than hoped for. These recent developments make discussions about social sector

 policy much less comfortable than was conventionally the case. Policy prescrip

 tions cannot rely on "scientific" appraisals of the rates of return to different ser

 vices. Indeed, even the intuition that education is good for growth might be un
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 reliable. User fees might be able to improve services for some, but at the expense

 of excluding many who may be among the poorest. No new consensus has yet

 replaced the old orthodoxies. Those researchers who have challenged the received

 wisdom do not argue that social sector services are wholly unproductive, still less

 that they should be retrenched. Critics of user charges may advocate increased

 state funding, but can have only very limited expectations of what is possible

 given economic circumstances in the sub-continent. Instead, thinkers are left to

 seek means of improving the quality ________________________

 of social sector services and the re- In SOme Ways, Unsettling as

 turns to human resources. Recom- it is, the new eclecticism

 mendations are often tentative and may rejuvenate thinking

 speculative, suggesting hypotheses about human development

 and strategies to be tested rather than in Africa,

 advocating the adoption of a "magic

 bullet." In some ways, unsettling as it is, the new eclecticism may rejuvenate

 thinking about human development in Africa.

 This paper has three substantive sections. The first assesses the current

 state of health and education in Sub-Saharan Africa. The second summarizes the

 new research findings that question the conventional wisdom about high eco

 nomic returns to investments in education. The final section reviews recent evi

 dence on the effects of cost-sharing in the social sectors. The paper concludes by

 evaluating where these new pieces of evidence leave the policy debate.

 The State of Human Development

 Measuring Human Development

 It is a commonplace of theorizing about development that it consists of more

 than mere increases in per capita GDR The "Human Development Index," intro

 duced by the United Nations Development Program (UNDP) in 1990, attempts

 to provide a broader measure of human welfare by giving life expectancy and

 educational achievement equal weight with GDP per capita. The index is an at

 tempt to operationalize Amartya Sen's notion that indicators of various human

 "capabilities" should be used to assess welfare, rather than conventional money
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 metric measures of "utility" (preference).2 However, whether assessed by GDP

 per capita or by the wider Human Development Index (HDI), Sub-Saharan Af

 rica appears to have the lowest level of human welfare (see Table l).3

 Table 1: Human Development Indicators by Region in 1994

 HDI  GDP  Life  Adult  Combined

 per capita  Expectancy  Literacy  Educational

 (PPP$)  Enrollment

 Sub-Saharan Africa  0.380  1377  50.0  55.9  42

 South Asia  0.459  1686  61.4  49.7  53

 Arab States  0.636  4450  62.9  54.7  58

 East Asia  0.652  3001  69  81.8  59

 S.E. Asia & Pacific  0.672  3628  64.3  86.3  78

 E. Europe & CIS  0.760  4203  68.1  98.1  75

 S. America &

 Caribbean  0.829  5873  69  86.2  69

 Industrial Countries  0.911  15986  74.1  98.5  83

 Health in Sub-Saharan Africa is particularly poor: life expectancy aver

 ages eleven years less than that in the second poorest performing region, South

 Asia. Much of the lower life expectancy in Africa reflects higher child mortality.

 Mortality rates for children under five years of age are 55 percent higher in the

 sub-continent than in South Asia, and infant mortality rates are 33 percent higher.

 However, adult mortality is also much higher than elsewhere. The explanation

 for the higher child mortality is probably not undernutrition: the proportions of

 low-birth weight infants and of underweight children under five years old are

 much lower in Sub-Saharan Africa than in South Asia. Instead, inferior health

 care is likely to be a factor. Immunization rates are considerably lower: only 53

 percent of African one-year-olds are fully immunized against measles, compared

 to 75 percent in South Asia. Access to health services is lower in the sub-conti

 nent: only 53 percent can reach a health facility by foot or by local means of

 transportation within one hour, compared to 78 percent in South Asia. This partly

 reflects the lower population density in Sub-Saharan Africa. However, there are
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 also fewer medical personnel. In the sample of countries for which information is

 available, there are estimated to be 18,514 people per doctor in Africa, compared

 to 3,704 in South Asia. Another factor may be lack of access to "safe water": only

 51 percent of Africans have access to safe water, compared to 76 percent of people

 in South Asia.

 Table 2: Educational Attainment of Those Over Age 15 by Region in 1990 (%

 None Full Full Full Mean

 Primary Secondary Higher School

 Sub-Saharan Africa 48.3 7.6 1.8 0.5

 South Asia 55.2 7.5 6.4 1.7

 Middle East

 and North Africa 41.0 9.8 8.5 2.4

 East Asia

 and Pacific 15.4 26.1 11.5 3.5

 Former Centrally

 Planned Economies 1.6 15.7 20.9 7.7

 Latin America

 and Caribbean 17.3 13.2 7.4 3.7

 OECD Countries 4.5 16.0 15.3 10.2

 Years

 ivunc run run run ivicd.ii

 Primary Secondary Higher School
 Years

 Sub-Saharan Africa 48.3 7.6 1.8 0.5 2.93

 South Asia 55.2 7.5 6.4 1.7 3.85

 Middle East

 and North Africa 41.0 9.8 8.5 2.4 4.47

 East Asia

 and Pacific 15.4 26.1 11.5 3.5 6.08

 Former Centrally

 Planned Economies 1.6 15.7 20.9 7.7 9.98

 Latin America

 and Caribbean 17.3 13.2 7.4 3.7 5.24

 OECD Countries 4.5 16.0 15.3 10.2 9.02

 Sub-Saharan Africa is often thought to have made relatively good achieve

 ments in education, given its income. For example, adult literacy is estimated to

 exceed that in South Asia. This largely reflects the higher rates of literacy among

 women in Africa compared to women in South Asia (women are also less disad

 vantaged in terms of mortality in Sub-Saharan Africa than in South Asia). How

 ever, these achievements are being eroded: school enrollment rates are now lower

 in Africa than in any other region. Moreover, the conventionally used statistics

 may overstate Africa's achievements in terms of education. A better measure may

 be the recent estimates of the educational attainment of adults (see Table 2).4

 According to these data, Sub-Saharan Africa has fewer people over the age of

 fifteen with no education than does South Asia. However, Sub-Saharan Africa
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 does not have appreciably more people with complete primary schooling. These

 two facts can be reconciled by noting that Sub-Saharan Africa has far more people

 with incomplete primary schooling than South Asia (29.5 percent compared to

 13.7 percent). This may partly reflect higher initial ages at enrollment in Sub

 Saharan Africa (i.e., more Africans over the age of fifteen may still be in primary

 school) but more importantly reflects higher dropout and repetition rates. Sub

 Saharan Africa compares particularly poorly at the post-primary levels: it has less

 than a third as many secondary school completers and university graduates as

 South Asia. An overall measure of educational attainment is simply the mean

 years of schooling per person aged fifteen or over. In 1990, this was nearly a third

 higher in South Asia than in Sub-Saharan Africa.

 Two Lost Decades?

 Sub-Saharan Africa's position as the poorest-performing region in terms of hu

 man development is a relatively recent phenomenon. Comparisons of incomes

 designed to adjust of international differences in purchasing power imply that

 income per capita in Sub-Saharan Africa exceeded that in both South and East

 Asia in 1960. However, Asia has enjoyed a period of strong sustained growth

 since the late 1970s, while Sub-Saharan Africa has experienced a decline in per

 capita incomes since 1980. In 1960, life expectancy averaged 39.9 years in Sub

 Saharan Africa, four years less than in South Asia. A similar differential prevailed

 in 1980, after which trends in the two regions diverged sharply. Between 1980

 and 1994, life expectancy rose from forty-eight years to fifty in Sub-Saharan Af

 rica; in South Asia it rose from fifty-one to sixty-one years. This period also marked

 the greatest divergence in economic performance between the two regions. In

 education, Sub-Saharan Africa was roughly equal to South Asia in terms of pro

 portions of primary school graduates in 1960 and actually had much higher pro

 portions of secondary and tertiary completers. However, the 1980s cannot be

 blamed for the present unfavorable comparison in terms of educational attain

 ment: educational attainment grew much more slowly in Sub-Saharan Africa than

 in most other developing countries in the 1960s and 1970s. The 1980s have

 affected, perhaps adversely, the quality of education in Sub-Saharan Africa rather
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 than the quantity. Spending per primary student as a percentage of GDP per

 capita declined from 0.16 in 1980 to 0.1 in 1990; per secondary student, the

 decline was from 0.68 to 0.39. During the same period in South Asia, spending

 per primary student rose slightly as a proportion of GDP per capita, while spend

 ing per secondary student fell only slightly. Given that GDP per capita in the two

 regions greatly diverged during this period, these ratios imply even larger diver

 gence in absolute educational expenditures per student. Health expenditures also

 fell in real terms in most Sub-Saharan countries.5

 The Effects of Education and Health on Economic Development

 Education—A New Priority in the 1990s?

 Although economic decline has adversely affected health and education in Africa,

 many have argued that increasing funding of these sectors would be good for

 growth. Indeed, in industrial countries, the 1990s have seen an increasing em

 phasis on the productive role of education in debates on economic policy. A re

 cent poll of American economists asked what was the most important thing gov

 ernments could do to raise the growth rate in the United States. Most confessed

 they did not know, reflecting both the economists' general predisposition to laissez

 faire, and more specifically, the conclusion of neoclassical growth theory that long

 run growth depends solely on exogenous technological advances. However, of

 those economists who ventured a response, the most common was that the gov

 ernment should promote education. This endorsement of education—although

 somewhat half-hearted—reflects a number of factors. The late 1980s saw a re

 naissance of theoretical and empirical work on the determinants of growth, amongst

 which education featured prominently. Various "new economic growth" models

 were developed that made technology endogenous, the result of an accumulation

 of knowledge which may partly occur via education. Empirical work on "growth

 accounting" and intercountry growth comparisons seemed to show that educa

 tion explained a substantial proportion of growth. At a more microeconomic

 level, the returns to education in the U.S. and several other OECD countries

 appear to have risen since 1980, contributing to widening wage inequalities. There

 are two main hypotheses to explain this: new technology and globalization. The
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 former asserts that new developments in technology, such as information tech

 nology, have been complementary with skills. The latter focuses on the increased

 share of international trade in manufactures coming from labor-intensive devel

 oping countries, particularly in East Asia. In a variant of Heckscher-Ohlin trade

 theory, it is argued that this will increase the return to skills in skill-intensive

 economies.

 These debates in the context of industrialized countries have tended to

 reinforce the longer-standing emphasis in the development community on the

 productive effects of educational expansion. Often, the case for educational ex

 pansion is made by citing conventional estimates of the rates of return to educa

 tion in developing countries. In a very influential series of articles, George

 Psacharopoulos of the World Bank has summarized these rates of returns, and his

 figures are widely cited in policy documents.6 According to these statistics, Sub

 Saharan Africa has the highest rate of return to education, with returns being

 particularly large at the primary level. The social rate of return in the sub-conti

 nent is reported to be 24 percent for primary education, 18 percent for secondary

 education and 11 percent for tertiary education; private returns are even higher at

 41 percent, 27 percent, and 28 percent respectively. These returns comfortably

 exceed the 10 percent discount rate conventionally used for evaluating the desir

 ability of government investment projects. Further support for giving renewed

 priority to education is provided by some analyses of the East Asian experience.

 The high and sustained growth of this region has often been attributed to their

 investment in basic education.7

 The Search for Macroeconomic Substantiation

 The last decade has seen an explosion of interest in cross-country comparisons of

 growth, or "cross-country growth regressions." These typically attempt to explain

 variations between countries' growth in GDP per capita (or sometimes per worker)

 over the last few decades (starting in 1960 or 1965 and continuing until 1985).

 Typically, the samples analyzed include eighty to one hundred countries for which

 data is available, with over twenty being from Sub-Saharan Africa. A wide variety

 of variables has been used as explanatory variables, although nearly all studies

 include some measure of physical investment or capital, along with GDP per
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 capita at the start of the period. Much of the earlier literature was based on rather

 poor proxies for education, such as school enrollment ratios. However, in the

 1990s, estimates of the educational attainment of the adult population (such as

 those presented in Table 2) became available. According to simple correlations of

 the data, GDP growth is strongly positively related to investment, weakly posi

 tively related to initial educational attainment, and negatively related to growth

 in educational attainment. That is to say, countries which have expanded educa

 tion a lot since the early 1960s—mainly developing countries—have tended to

 grow less strongly. Africa is perhaps the most visible example of this, but the same

 is also true of South Asia and South America. East Asia is an exception, but its

 high income growth was not accompanied by an atypically high growth of educa

 tion relative to other developing countries, although its educational attainment at

 the beginning of the growth process was relatively high. East Asia and Sub-Sa

 haran Africa are distinguished in terms of their differential accumulation of physical

 rather than human capital.

 Of course, one cannot infer causality from simple correlations: countries

 that expanded education a lot also tended to have started with less education and

 to have lower physical investment. To go further than these simple correlations,

 one needs to conduct multivariate analysis controlling for the various different

 determinants of growth. Unfortunately, despite a recent plethora of such studies,

 there is no agreement over the estimated effect of education, and studies using

 very similar data-sets have reached contradictory results. For example, Lant Pritchett

 of the World Bank has written a paper entitled "Where has all the education

 gone?" finding no effect of changes in educational attainment on economic growth.

 However, a seemingly similar analysis by Norman Gemmell of Nottingham Uni

 versity, which included the effects of both changes in educational attainment and

 their initial levels in I960, found more positive results. Both initial primary school

 attainment and its growth appeared to raise growth; secondary school did not

 have statistically significant effects.8 By contrast, Robert Barro and Jong-Wha

 Lee of Harvard University and the University of Korea respectively, found male

 secondary education to have a significant effect on growth, but not primary school

 ing. Female secondary education had a significant negative effect. A reworking of

 the Barro-Lee study, controlling for unobservable characteristics of the sample
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 countries reversed their results: female secondary education became positive and

 male secondary schooling insignificant. Less attention has been given to the im

 pact of health on economic growth, but there are indications that the story is

 similar to that with education. Using conventional techniques, countries with

 higher initial life expectancy appear to have subsequently grown significantly faster,

 other things being equal. However, this result disappears once controls are made

 for unobserved heterogeneity between countries.9 From this short review of the

 macroeconomic evidence, it is clear that the field has so far failed to provide

 reliable insights for policy. Contrary to what is often assumed, it is not well estab

 lished that education has promoted growth in recent decades, still less what kind

 of education is important: male or female; primary or secondary.

 In the theoretical debate, questions have also been raised about whether

 "new economic growth models" imply a particularly important role for education

 in growth. Education featured most prominently in an early model devised by

 Robert Lucas of the University of Chicago. However, Lucas subsequently dis

 Contrary to what is often assumed, it is owned thls model
 not well established that education has on the 8rouncls

 promoted growth in recent decades, still that che key result
 less what kind of education is important: of a long run ef~
 male or female; primary or secondary. fcct educatlon

 on growth de
 pended on a "knife-edge" assumption about the technology of human capital

 accumulation. Most recent work on endogenous growth models has tended to

 focus on specific "endogenous innovations" and the role of research and develop

 ment, rather than the accumulation of "broad capital" (physical and human capi

 tal) in general.10 It is not clear how relevant this literature is to Sub-Saharan

 Africa, where research and development is likely to play only a marginal role in

 economic growth. A more relevant issue is likely to be fostering the transfer of

 technology from abroad. Having an educated workforce will surely assist in the

 process, but this issue has received little theoretical or empirical attention.
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 Revisionist Microeconomic Evidence

 The lack of clear results from macroeconomic studies about the productivity ef

 fects of education makes microeconomic evidence particularly important. The

 conventional wisdom of high returns, particularly to primary education, has been

 persuasively challenged by Paul Bennell of the University of Sussex. Bennell revis

 ited the original African studies on which George Psacharopoulos based his con

 clusion that the rate of return to primary education was 24 percent. Bennell showed

 that the evidence used in Psacharopoulos s original study was ambiguous: in only

 four of twelve countries studied did differences between primary and secondary

 rates of return exceed two percentage points. In these four countries, the data

 used were often based on government salary scales, and sometimes estimates of

 the earnings of the uneducated were "guesses and assumptions." In particular, the

 implied returns to primary education were implausibly high, sometimes incred

 ible even to Psacharopoulos—returns in excess of 100 percent were treated as 100

 percent for the purpose of averaging. Bennell argues that in the subset of seven

 studies with adequate data, the social returns to secondary schooling appear sub

 stantially higher than those to primary. Similar conclusions have been drawn by

 the author from a review of fourteen studies of African labor markets since 1980.11

 The average (private) returns to education were substantially below those pre

 sented by Psacharopoulos. This is true for both primary and post-primary school

 ing, although the latter still appears to have substantial returns. The studies show

 that on average, primary schooling raised wages by 4 percent per year of school

 ing. For secondary schooling and tertiary schooling, the corresponding figures

 were 8 percent and 17 percent.12

 Some microeconomic evidence suggests that returns to education may

 have fallen in Africa, at least in the case of primary education. The wage premium

 to primary education for male blacks in urban South Africa appears to have fallen

 from 6 to 3 percent from the early 1970s to the mid-1990s. In Kenya, there is also

 evidence of falling returns to primary schooling; returns to post-primary educa

 tion appear to have been better maintained.13 However, the rise in the returns to

 education observed in OECD countries does not appear to have taken place in

 Sub-Saharan Africa. This is perhaps not surprising given the hypothesized expla

 nations: new technologies and globalization. New technologies such as comput
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 erization have probably had only a minor impact on African economies. To the

 extent that Sub-Saharan Africa has increased in openness to international trade,

 the neo-Heckscher-Ohlin theory implies that returns to skills should fall in such

 a skill-scarce region. Indeed, Adrian Wood and Kersti Berge of Sussex University

 have used the theory to argue that it is difficult for Sub-Saharan Africa to follow

 East Asia's path of high growth in manufacturing exports.14 They show that East

 Asia had a high initial endowment of education relative to land, giving it a strong

 comparative advantage in manufacturing rather than agricultural exports. For

 Sub-Saharan Africa, the situation is reversed: its high land-to-skills ratio is better

 suited to agriculture than to manufacturing.

 Although most attention has been focused on returns in wage employ

 ment, returns in agricultural and non-agricultural self-employment are also im

 portant for Sub-Saharan Africa and other developing countries. There is some

 fragmentary evidence indicating that returns in non-agricultural self-employment

 are comparable to those in wage employment. U Returns in agriculture appear

 modest. One survey of the literature has found that estimated returns average

 around 2 percent per year of primary schooling.16 Moreover, no significant ef

 fects of education were found in half of the studies surveyed—characterized as

 being of "traditional" as opposed to "modernizing" environments—including the

 only two studies of Africa. A more comprehensive survey of the African evidence

 by the author and Arsene Balihuta of Makerere University also found typically

 insignificant results, although the estimates were often of a non-trivial magni

 tude. Recent estimates from Uganda are very close to the 2 percent developing

 country average for primary schooling, with insignificant effects of secondary

 schooling (a common finding). There was tentative evidence that the education

 of neighboring farmers raised own-farm productivity.17

 Experience with Cost-sharing

 During the early post-Independence period, African governments struggled to

 provide education and health services to all their people free of charge. User charges,

 it was thought, would reduce take-up of these services, particularly amongst the

 poorest. However, falling incomes in the 1980s led many to abandon this prin

 ciple. Inadequate government budgets meant that services had to be rationed or
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 provided at very low quality. In such circumstances, introducing fees might in

 crease rather than reduce take-up of services, if the revenues raised were used to

 increase supply or enhance demand by improving quality. This reasoning under

 lies the 1988 Bamako Initiative, devised by the African health ministers and now

 covering nineteen countries.

 With tertiary level services, those provided by hospitals and universities,

 the case for user charges is often linked to the restructuring of social sector expen

 diture toward those of a primary level. One means of conducting such restructur

 ing would be to increase fees at the tertiary level and use the revenue raised to

 fund primary services. Restructuring can be justified on both efficiency and eq

 uity grounds. It is commonly argued that tertiary facilities were less cost-effective

 than primary facilities. The recent evidence about the wage benefits to education

 noted above does not undermine this, since the argument that tertiary education

 has a lower return depends not on its benefits being low but on its costs being

 very high. Furthermore, the usage of these facilities is regressive. In part, this is

 simply a matter of location—most tertiary facilities are in urban areas, while in

 Africa a much higher proportion of rural than urban residents are poor. It also

 reflects the outcome of the systems used to ration access: for example, in educa

 tion, the children of the affluent tend to perform better in examinations and

 hence are more likely to be eligible for a place at a university. Although these

 arguments in favor of restructuring are old, they continue to be relevant. Some

 African governments have undergone restructuring, perhaps the most striking

 example being Burkina Faso in the 1980s.18 Perhaps more typical, however, is the

 case of Uganda in 1990-91, where virtually all primary health care was financed

 by donors while the government used its locally raised funds to pay for tertiary

 health care. Charges are common for primary and secondary education, but user

 fees for higher education are often negligible and generous living allowances are

 provided for students. A survey of fifteen African universities found that only half

 of them charged fees, and these covered only 10 percent of their recurrent costs.19

 In contrast to the consensus within the development community on re

 structuring from tertiary to primary facilities, there has been fierce disagreement

 over charges for basic services. During the 1980s, some World Bank staff began

 arguing a limited case for raising charges, and the imposition of fees was some

 Winter/Spring 1998 - Volume V, Issue 1 129

This content downloaded from 128.148.254.57 on Wed, 07 Feb 2018 01:39:31 UTC
All use subject to http://about.jstor.org/terms



 Simon Appleton

 times included in the conditionality attached to structural adjustment loans.

 Conversely, critics of adjustment have often made adverse effects on social sector

 provision a central part of their critiques.20 In the mid-1990s, however, there

 were signs of a move towards a new consensus. Recent discussion papers pub

 lished by the World Bank, UNICEF, and other development bodies reach very

 similar conclusions.21 User fees for basic services are not advocated and likely

 problems with them are noted. In particular, it is observed that their revenue

 raising potential may be less than sometimes thought, their impact on take-up

 may often be greater, and that it is often difficult in practice to exempt the poor.

 Flowever, it is recognized that user fees may be unavoidable in certain situations,

 and attention is given to implementing them in order to minimize their disad

 vantages. Several forces have moved the two sides of the user fee debate closer

 together.

 On one side, the critics of user fees have been led to rethink their position

 following the Bamako Initiative. The Initiative has the attractions of being "home

 grown," of originating from the sub-continent, and of stressing community in

 volvement in the use, as well as collection, of revenue. More importantly, it re

 flects a persuasive "second-best" argument for fees as seen from the point of view

 of African health ministers. That is to say, although the "first best" policy might

 be free basic services funded by general taxation, raising user fees may be prefer

 able to providing grossly inadequate services out of the limited allocations cur

 rently provided from general revenue.

 On the other side of the debate, the World Bank appears more cautious as

 a result of the experience of imposing fees in the 1980s.22 "Before and after"

 studies have often described dramatic declines in the utilization of health facilities

 following the introduction of user charges. According to Germano Mwabu and

 other colleagues at Nairobi University, the decline was around 50 percent in gov

 ernment health centers in Kenya following the introduction of modest fees in

 1989. When fees were suspended in 1980, usage redounded by 41 percent. Simi

 lar declines have been observed in some facilities in Mozambique and Zambia.23

 These figures may over estimate the ultimate effect on health care usage: demand

 may be diverted to private institutions and the negative effects may be tempo

 rary.24 Nonetheless, it appears that early predictions about low elasticities of de
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 mand for health care were too optimistic about the potential of fees to raise rev

 enue. A common concern is that falls in demand will be most pronounced amongst

 the poor, who are least able to pay charges. Often it is argued that this problem

 can be solved through the use of exemption schemes. However, in Sub-Saharan

 Africa, the prevalence of subsistence and self-employment makes identification of

 the poor extremely difficult. Consequently, it is unsurprising that exemption

 schemes have a poor record in practice. In a review of experience under the Bamako

 Initiative, Barbara McPake and colleagues at the London School of Hygiene and

 Tropical Medicine concluded: "Exemption schemes in case study countries gen

 erally have a very limited scope (as in Nigeria, Burundi, and Kenya), appear inef

 fective in practice (Uganda) or do not exist (Guinea.)"25

 A key element in many arguments for user fees is that the revenue raised

 be retained within the health sector and used to improve services. In addition, it

 is often argued that success is more likely with local retention of revenue, as op

 posed to transfers to central health ministries. However, in many cases such as

 Zimbabwe, revenues raised by fees have gone straight to the treasury. Often, as in

 the case of Zambia, official guidelines about the requirement for quality improve

 ments have not been translated into practice: it is not specified how quality is to

 be measured, still less how it is to be improved. A common, although not univer

 sal, finding is that utilization falls when fees are imposed without simultaneous

 quality improvements (e.g., Ghana, Mozambique, and Swaziland) but rises when

 both fees and quality are raised (e.g., Benin, Guinea, and Sierra Leone.)26

 The introduction of fees appears to have had less pronounced effects in

 education than in health. In Ghana, the introduction of primary school fees in

 1992 led to a 4 percent drop in enrollments. In neighboring Côte d'Ivoire, effects

 were of a similar magnitude. However, this does not mean that the cumulative

 effect of fees is small. A large stock of unenrolled school-age children can accu

 mulate, with the effect of fees only being clear if they are removed. The abolition

 of user charges in some African countries in the 1970s (e.g., Kenya and Tanzania)

 led to large surges in enrollments. The experience has been repeated in the 1990s.

 In Malawi, the abolition of charges for primary education in 1994 led to a 50

 percent increase in enrollment. In Uganda in 1997, the effect was even more

 dramatic: abolition led to a doubling of the number of children at primary school.
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 Conclusions

 The 1980s have a seen a sharp deterioration of Africa's performance in indices of

 "human development" relative to other developing regions. This largely reflects

 falling per capita incomes in the region compared to sustained growth in Asia.

 Recent evidence casts doubt on the received wisdom about education and health

 policy. Widely cited statistics about the returns to education in the sub-continent

 are based on a questionable reading of early studies and are contradicted by more

 recent data. Even the intuition that education is good for growth appears less

 strongly grounded in evidence than has been commonly thought. At the same

 time, optimism that health and education in Africa could be revitalized by in

 creased private finance appears to have been misplaced. User charges appear to

 have a stronger effect on utilization of services than previously thought. These

 pieces of "news" may be related: if the returns to education were as high as con

 ventionally believed, then one might expect fees to have relatively little effect on

 take-up. High responsiveness to user charges may reflect low expected benefits

 from using health and education services on the part of some households.

 Nonetheless, it might be thought that the recent evidence has contradic

 tory implications for social sector policy. Low returns might be thought to weaken

 the case for public subsidy on "economic" grounds. High responsiveness to fees

 implies that reductions in public subsidies will have more severe consequences for

 measures of human development. However, those responsible for challenging the

 received wisdom about the returns to education have not advocated reduced state

 support for education.27 They note that the estimates of wage returns to educa

 tion were often over-emphasized in discussions about government policy, at the

 expense of broader evaluations of the societal and individual benefits of educa

 tion. These include improvements in child health and reductions in fertility. They

 also argue that there may be high returns to improvements in the quality of the

 social services provided and that the returns to education may rise to the extent

 that complementary improvements occur in the wider economy. Adverse experi

 ence with user fees does imply that governments cannot expect the simple impo

 sition of such charges to revitalize the social sectors. However, much can be done

 to improve the resource allocation without raising such charges or over-stretching
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 government budgets. "We will end by focusing on two of the most promising

 possibilities: liberalization of the private sector and reform of the public sector.

 Liberalization of the private sector might be a preferable means of raising

 private finance for health and education than further cost-recovery within the

 public sector. It is often very difficult in African countries such as Tanzania to

 obtain permission to set up private schools or health clinics. The consequent

 absence of private alternatives makes deficiencies in state provision far more dam

 aging. For example, the falling quality of state schools is commonly blamed for

 the decline in primary school enrollment in Tanzania in the 1980s. Some of this

 decline might have been avoided if it was possible for private schools to be estab

 lished in rural areas to provide better quality services. However, in practice it was

 extremely difficult to obtain authorization for such initiatives. Similarly, short

 ages of essential drugs in public clinics are less harmful if supplies are readily

 available from private sources, but can be devastating if private outlets are prohib

 ited either de jure or de facto. Pressures for over-expansion and regressive subsidi

 zation of national public universities might be alleviated if private universities

 were permitted and accredited to give full degree qualifications. Privatization of

 national hospitals might also reduce political pressures to be over-resourced at the

 expense of primary facilities. In principle, it might be desirable for the govern

 ment to regulate private health and education providers. However, in practice, a

 relatively liberal approach may be most effective. In many sub-Saharan countries,

 the government is hard put to keep control of activities within the public sector,

 while still less closely supervising those within the private sector.

 Indeed, widespread inefficiencies in the delivery of public services mean

 that there is substantial scope for improvements without increases in resources.

 The case for restructuring expenditures within the social sectors has been noted

 and remains largely unanswerable. There are also compelling reasons for believ

 ing that the mix of inputs in the public sector is unbalanced. There is too much

 emphasis on building rather than maintenance. Staffing is often too high given

 shortages of high-return non-labor inputs such as textbooks and essential drugs.

 At a more mundane level, there is much that could be done to improve the ad

 ministration and management within the public sector. For example, a study

 tracking public expenditures on education in Uganda found that two-thirds of
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 the recurrent non-staff budget for primary education never reached the schools,

 but was retained to fund district administration.28 More generally, the scale of

 social sector ministries implies that they have enormous opportunities for experi

 mentation and piloting possible interventions. Given the woeful state of human

 development in Africa, and the limitations of our knowledge surrounding it, these

 opportunities should be more fully exploited. O
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