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The underlying objectives of this study are to find out the main factors that 

affect public expenditure on education, and to assess how public expenditure on 

education is targeted and how it affects income distribution in an attempt to reduce 

poverty in Malawi.  Secondary data were collected and Standard Multiple Linear 

Regression Analysis was used to assess the effects of the antecedents on public 

expenditure on education. These effects were assessed by using the Benefit Incidence 

Analysis.  These are factors that promote the growth of public expenditure on 

education.  Implementation of universal primary education and per capita income 

growth increase expenditure on general education while at the primary-education 

level there are the implementation of universal primary education, per capita income 

growth, inflation, indirect tax revenue, and the holding of general elections.  Further, 

fiscal deficit leads to the growth of expenditure on secondary education, and foreign 

grants and public spending on agriculture raise public expenditure on tertiary 

education.  On the other hand, there are other factors that limit the growth of public 

expenditure on education and these include globalisation at the primary, secondary 

and general education levels; urbanisation, foreign grants, and lagged expenditure on 

education at the primary education level; public spending on agriculture and inflation 

at the secondary education level; and lastly, fiscal deficit decreases public expenditure 

on tertiary education.  It was also found that public expenditure on education 

improved income equality at the primary-education level, whereas at the secondary 

and tertiary education levels, it increased income inequality in Malawi. At the macro 
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level, public expenditure on education increased income distribution in 1998 and 2011 

in favour of poor households, whereas in 2005, it worsened the income inequality gap 

between the poor and rich households in Malawi. 
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CHAPTER 1 

 

INTRODUCTION 

 

1.1 Background  

 

In May 1994, Malawi adopted a Free Primary Education Policy (FPEP) to 

increase the literacy levels and improve the production base of the economy.  This 

was partly influenced by a number of factors, one of which was the agreement made 

that education should be accessible to all children and that illiteracy should be 

eradicated by the end of the decade. During this time, there was also change in 

donors’ priorities—away from higher education toward primary education 

(Kadzamira and Ross, 2001).  In addition, there was a political change beginning from 

1992 which led to the transition of the government from a one-party system of 

government to multiparty democracy in 1994.  During this period, there was political 

competition amongst the political parties such that political promises were made prior 

to the general elections in May, 1994 to abolish primary school fees in order to 

increase access to education. In fact, the general elections were won by the party 

which was committed to free primary education.  Lastly, the World Bank conducted a 

study in Malawi and the results showed that a lot of benefits in the education sector 

accrued to the rich households (Hango, n.d.). This could also be based on an 

understanding that education yields social and economic benefits and that it is 

positively associated with high agricultural productivity, high income, and improved 

nutrition and health.  Additionally, well-educated citizens are more productive and 

they fuel economic growth (Rosenstone, 2004). 

The implementation of the FPEP has brought some benefits to the country.  

The policy has managed to increase gross enrolments in the primary schools from 

about 1.90 million pupils in 1994 to around 3.87 million in 2010 (Ministry of 

Education, Science and Technology, 2010: 13).  A remarkable growth was registered 

from 1994 to 1995 when the gross enrolment at the primary education level increased  
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by 50.93 percent from 1.90 million of pupils in 1994 to 2.86 million pupils in 1995.  

In response, more primary schools with better infrastructure were constructed and 

about 18,000 additional teachers were recruited in order to meet the enormous 

demand for teachers as a result of the implementation of the new policy (Kadzamira, 

2006).   

 

 

 

Figure 1.1  Gross Enrolment at Primary, Secondary, and Tertiary Education Levels 

Source:  Ministry of Education, Science and Technology, 2007: 5; 2010: 13; 2011: 

12. 

 

Hence, increased numbers of pupils in primary schools called for increased 

levels of funding to the education sector such that public expenditure on education in 

nominal values grew from 25.38 million Malawi Kwacha (MK) in 1980 to MK31.00 

billion in 2010, reflecting an average expenditure of MK5.47 billion per year.  A close 

look at the pattern of growths over the period has it that a very high growth was 

experienced between 1991 and 2001, when public expenditure to the education sector 

increased substantially from MK154.87 million in 1991 to MK3.54 billion in 2001.  

In the other periods before and after this period, the growth was not as high.  For 

example, between 1980 and 1990, public expenditure went up by an annual average 

growth of 39.22 percent to MK124.93 million in 1990, and for the period from 2002 

to 2010, expenditure shot up by an annual average growth of 42.85 percent.   
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When one looks at public expenditure on education as a proportion of total 

public expenditure, the situation has improved over time. In the 1980s, public 

expenditure on education had an annual average of 10.22 percent, with a minimum of 

8.43 percent in 1980 and a maximum of 12.30 percent in 1983.  However, significant 

growth in public spending was registered between 1993 and 1998 when it increased 

from 13.01 percent to 18.65 percent of total public expenditure. This was the period 

when the FPEP was adopted in 1994 and in that year public spending on education 

was at 13.39 percent.  However, the growth has stalled such that no higher proportion 

than 18.65 percent has been recorded since then.   

 

 

 

Figure 1.2  Public Expenditure on Education, Health, Agriculture, Transport, and 

Defence (MK’000) 

Source:  Ministry of Finance, 1979-1998; 1999-2010. 

National Statistical Office, 1988; 1995; 2002; 2003; 2008; 2010; 2011. 

Office of the President and Cabinet, 1986, 1990. 
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a priority status since the adoption of the FPEP in 1994 (Government of Malawi, 

2002: 49).  While the education sector was lagging behind agriculture and competing 

actively for financial resources with the transport sector in the 1980s, the sector 

started to claim outstanding amounts in 1992 when both agriculture and transport 

were bypassed in terms of public spending as a share of total expenditure.  Public 

expenditure on education ranged from 15.26 percent in 1992 to 12.25 percent in 2006, 

while agriculture and transport had ranges from 9.22 percent and 1.95 percent to 5.34 

percent and 11.06 percent, respectively, over the same period. On the other hand, the 

health and defence sectors had always been trailing behind education.  However, 

public expenditure levels on the agriculture and transport sectors have increased more 

than that dedicated to the education sector since 2007.  This may be due to the 

irrigation and input subsidy programmes in the agriculture sector and the construction 

of roads and the Shire Zambezi Waterway Programme in the transport sector in 

Malawi. 

The commitment of resources to the education sector by the government might 

also be based on an understanding that education is vital in improving income 

distribution in the countries by enabling educated children from poor families to get 

well-paying jobs and realise high income in the long run.  Additionally, members of 

the families with full primary education in the agriculture sector are likely to have 

high agricultural productivity levels (Medhi Krongkaew, 1979: 76). In both cases, for 

example, education translates into increased income levels for the people involved.  

To this effect, Malawi in 2002 prepared and adopted the Malawi Poverty Reduction 

Strategy to spearhead social development in the country with particular focus on the 

social sectors, such as education and health, among other sectors.  Despite this, the 

situation with reference to the income distribution and widespread poverty is still a 

big concern, as highlighted in the following section. 

 

1.2 Statement and Significance of the Policy Problem 

 

The inadequate financing to the education sector is the main policy problem 

currently facing the Malawi economy as a result of the FPEP.  This has come about 

because the increases in the numbers of the pupils in primary and secondary schools 
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have not been matched by corresponding and sufficient growth levels in funding to 

the sector.  High enrolments pose a big challenge to the teaching system to-date such 

that pupil-teacher ratios are unbearably high in Malawi. For instance, the pupil-

teacher ratio in primary schools increased from 68 in 1994 to 78 in 2008.  This is a 

very high level proportionate to the recommended levels.  The World Bank 

recommends that the pupil-teacher ratio should be 40 (Al-Samarrai, 2003), whereas 

the Ministry of Education, Science and Technology in Malawi puts it at 60 pupils to 

one teacher.  Further, the pupil-classroom ratios are also extremely high and these 

were 104 in rural areas and 138 in urban schools in 2008, as depicted in Figure 1.3 

(Ministry of Education, Science and Technology and the National Commission for 

UNESCO, 2008).  

 This shows how difficult it is for the government to provide adequate human 

and physical resources, such as teachers and classroom spaces, respectively, to the 

sector.  In both scenarios, the government is far from achieving the recommended 

ratios.  Therefore, it is evident that there is a policy problem in Malawi with regard to 

the provision of financial resources which resultantly leads to inadequate provision of 

teachers, classroom space, and teaching and learning materials at the primary 

education level, for example.  

At the secondary-school level, the FPEP has had an impact as well.  The gross 

enrolment also increased substantially from 88.75 thousand students in 1994 to 

240.92 thousand students in 2008, reflecting an annual growth rate of 10.72 percent 

over the period.  This surge forced the government to establish distance education 

centres (DECs) to accommodate the increasing number of pupils going into the 

secondary schools.  Later in 1999, the DECs were all converted to community day 

secondary schools (CDSSs), which do not have boarding facilities to-date.  The 

students are either to come from their respective homes within the community or look 

for accommodation on their own if they come from long distances. It was also found 

during this study that the selection of students for the secondary schools of this 

particular nature is largely restricted to local communities. 
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Figure 1.3  Pupil Teacher Ratio, Pupil Classroom Ratio, and Pass Rates at the 

Primary Education Level 

Source:  Ministry of Education, Science and Technology, 2007, 2010. 
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measure, therefore, created a big compromise in terms of the quality of education.  

However, there are some efforts now to transfer the teachers back to primary schools 

following an increase in the number of qualified secondary school teachers in the 

country. 

The tertiary education was also affected by the FPEP. In this respect, funding 

to the University of Malawi was drastically reduced.  This was partly due to the 

government policy to prioritise basic education in Malawi, as evidenced by the 
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(Government of Malawi, 2002: 49). Hence, the universities were forced to generate 
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As a result of these challenges, the quality of education has gone down in the 

country. This is reflected by the low pass rates at both primary and secondary schools.  

For instance, the pass rates at the primary school leaving certificate (PSLC) level have 

been below 80.00 percent since 1999 to-date (see Figure 1.3).  At the secondary 

school level, they are even lower than those recorded at primary schools (Ministry of 

Education, Science and Technology, 2007).  This is particularly due to the lack of 

adequate funding to the sector.  Poor performances in other developing countries are 

also noted and they are attributed to a lack of adequate funding for the education 

sector as well (Akambi and Schoeman, 2007: 2).   

The second key policy problem is high levels of poverty in Malawi.  The 

country has over time had skewed income distribution, favouring the richest 

households at the national level.  For example, in 2005 the households in the poorest 

household income group contributed 7.00 percent to the national income while those 

in the richest household income group had a share of 46.70 percent.  The situation had 

even become more worrisome than before.  In 2011, the households in the lowest 

household income group contributed about 5.60 percent to the national income, which 

is lower than the level recorded in 2005.  On the other hand, the share of income of 

households in the richest segment was 51.50 percent in that year.  This raises the 

question, what is the role of education, for example, in addressing the problem of 

income inequality since the adoption of the FPEP and which group of households 

benefit most from it?  

Looking at the percentage of the population living below the poverty line, the 

picture is even more bothersome.  In 1998, 65.30 percent of the population lived 

below the poverty line, of which 58.60 percent were in a rural setting while only 6.70 

percent were in urban centres (Tsoka et al., 2002: 6).  It was reported that in this 

particular year 90.00 percent of the total population was in rural areas, and out of this, 

91.00 percent lived in poverty (National Economic Council, 2000: 11).   Further, it is 

noted that if rural poverty is compared with urban poverty the situation is not 

palatable either. In 2005, 53.00 percent of the population lived in poverty in rural 

areas while only 24.00 percent were below the poverty line in the urban setting.  

However, the percentage of population living below the poverty line has slightly 

improved, from 52.00 percent in 2004 to 39.00 percent in 2009 (National Statistical 
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Office, 2009: 85 and Ministry of Development Planning and Co-operation, 2009: 5; 

2010: 15).   

 

 

 

Figure 1.4  Population Living Below the Poverty Line in Malawi 

Source:  Government of Malawi, 2007: 6. 

Ministry of Development Planning and Co-operation, 2009: 5, 2010: 15. 

National Statistical Office, 2009: 85. 

Tsoka et al., 2002: 6. 
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tandem with increasing numbers of pupils and students in the education institutions. 

This will lead to an increased supply of teachers, classroom space, and teaching and 

learning materials in the long run, which is difficult to come by at the moment 

(Ministry of Education, Science and Technology and the National Commission for 

UNESCO, 2008).   

The second policy problem touches on the high income inequality and 

widespread poverty in Malawi.  While there are improvements in the poverty head 

counts on the one hand, the contribution to the national income by the households in 

the poorest segment of the population is still small and it is decreasing.  This is a big 

policy concern.  Therefore, it is important to understand how public expenditure is 

allocated and who benefit from it in the end.  In this respect, there is a need for the 

government to come up with, and intensify the implementation of, some redistributive 

policies to uplift those that are trapped in poverty.  It is argued that public expenditure 

policies, if well targeted, have positive effects in reducing poverty (Cubero and 

Holler, 2010: 33).   In fact, increased education expenditure assists because education 

raises income equality as well as employees’ productivity, employability, and income 

(Wolf and Zohlnhofer, 2000: 230). 

Therefore, leaving the current situation unattended will have serious 

consequences in the medium to long term.  The country will continue to face 

problems of low levels of skilled labour; resultant low investment levels; a widening 

gap between the rich and the poor; and stagnant socio-economic growth resulting 

from low productivity levels in the long run.  Hence, it is important for the 

government to reverse the current trend in funding to the education sector and to 

reduce the income inequality gap in the economy. This study provides some 

assistance to that effect. 

 

1.3 Research Objectives  

 

As hinted above, the study focuses on two separate and related areas of 

interest. The first part is to identify the determinants of, and examine how these affect, 

public expenditure on education in Malawi.  Secondly, the study aims at finding out 

how the government allocates public expenditure on education amongst the household 
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income groups and regions, and who benefits from public expenditure on education.  

Hence, the latter examines how public expenditure on education affects income 

distribution among the households in various household income groups in Malawi.  

Notwithstanding the above perspectives, there are four main objectives of this 

study which are aimed to: 

1) Find out the main factors that affect public expenditure at different levels 

of education in Malawi; 

2) Assess how public expenditure at different levels of education is targeted 

to the population based on the household income groups and regions in the country;  

3)  Examine and analyse the distributive effects of public expenditure at 

different levels of education with respect to the household income groups in an effort 

to reduce poverty in the country; and  

4) Develop some policy recommendations that will assist the government in 

managing the levels of the identified factors in order to reduce their effects on the 

budget and improve funding to the education sector and income distribution in 

Malawi.  

 

1.4 Scope and Limitations of Study 

 

The study aims at finding the main factors which positively or negatively 

affect the growth of public expenditure on public education at primary, secondary, 

tertiary, and general education levels. Particularly, the factors that have been studied 

are only those which are associated with the Economic-Demographic, Political 

Business Cycle, Incrementalism, Compensation, and Fiscal Illusion theories of public 

finance.  It should also be noted that only some of the factors under these theories 

were used in this study, partly due to some time and financial limitations. The 

availability of data is also another important factor which led to defining the scope of 

this study; otherwise the list would have been longer. 

In addition to public education institutions, there are also private ones which 

provide education services in Malawi. These operate at all levels of education and by 

the nature of their business they also incur expenditure.  However, the expenditure 

sustained in the private education institutions, such as private primary schools, private 
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secondary schools, and private colleges and universities, are not included in this 

study.  This is because the government has virtually no policy influence on the 

expenditure incurred and activities undertaken by private education institutions. 

There are a number of factors that affect income distribution in the economy.  

Taxation, public expenditure, land distribution, and agriculture policies, among 

others, have some positive and/or negative effects on how income is distributed 

amongst the households in the economy (Medhi Krongkaew, 1979: 79).  There are 

studies and findings reported in the literature on this subject; therefore, the study 

acknowledges the effects of other factors on income distribution as well.  However, 

due to time and financial limitations and the particular focus placed on public 

expenditure policy, this study assesses the effects of public expenditure on education 

on income distribution in Malawi. Further, the study focuses on how education 

expenditure is allocated to different sectors of the population based on household 

income groups and three administrative regions of the country; namely, the northern, 

central and southern regions.  

It is also worth noting that there are different approaches to analysing the 

effects of public expenditure on education on income equality. For example, demand 

models are used to capture the effects of increasing or decreasing the levels of the 

expenditure on income distribution over a number of years. The other model used is 

the Benefit Incidence Analysis (BIA), which is used to analyse data in a particular 

year at a time and produces analyses at the macro level.  In this study, the Benefit 

Incidence Analysis has been used due to its focus on macroeconomic issues, although 

it has some weaknesses highlighted under the analysis sub-section in the Research 

Methods chapter.  

The study also made an attempt to understand how the Ministry of Finance 

allocates financial resources to the education sector.  The approaches guiding the 

allocation of funds were also explored. Understanding the allocation process at the 

Ministry of Finance was the main focus, although some efforts were made to 

understand how the Ministry of Education, Science and Technology allocates budgets 

to its departments and divisions.  Hence, the details on budgeting activities within the 

Ministry of Education, Science and Technology have not been emphasized in this 

study. By the same token, the activities undertaken at the ministerial level, such as 
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those aiming at increasing the quality of and access to education, among others, are 

barely touched upon to support what the Ministry of Finance does in its mandate of 

allocating financial resources to the education sector.   

 

1.5  Definitions 

 

A number of concepts, including the factors that affect public expenditure on 

education, are used in this study.  For the sake of clarity and the understanding of 

these factors, this section provides some definitions to shed light on their meaning in 

this paper. Therefore, the following are some of the definitions: 

1) Public expenditure is government expenses which the government incurs 

to undertake its programmes (Okafor and Eiya, 2010: 44); 

2) National income is the sum of value added across all sectors in the 

economy and this measures the value of final goods and services in the economy 

(Ouanes and Thakur, 1997: 13); 

3) Incidence is defined as the total change in the distribution of household 

income as a result of government intervention; 

4) Expenditure incidence is concerned with how expenditure affects private 

income; and 

5) Benefit incidence is concerned with who benefits from government 

services (Meerman, 1979: 44-45). 

These are some of the factors which are used in the analysis in this study.  

However, a number of factors are also defined throughout the document, particularly 

under the operational definitions in the Research Methods chapter. It is, therefore, 

important to note that the list given in this section is not exhaustive or inclusive. 

 

1.6 Benefits of the Study 

 

A study of this kind has virtually not been done in Malawi or in most 

developing countries. Of particular interest is the link between the factors that affect 

public expenditure on education and the effects of this type of expenditure on income 

distribution.  Most studies are reported on middle-income and developed countries. In 
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essence, it is not widely proven that the factors under the theories listed in this paper 

affect public expenditure on education in the developing world in the same way that 

they do in the developed countries, particularly those in the Organisation for 

Economic Community and Development (OECD), where such studies have been 

excessively conducted and proven relevant to the proclamation of public finance 

theories, some of which are considered in this study.  For example, while it is 

postulated that increases in per capita income, globalisation, and inflation raise public 

expenditure on social sectors such as education, health and social insurance, Yoon 

(2009) found that increases in the first two factors reduced public expenditure on 

social sectors in developing countries, while Okafor and Eiya (2010: 47) found that a 

rise in inflation also reduced public expenditure on social sectors in Nigeria.  These 

two sets of findings among others cast some doubts on the applicability and 

generalisability of the theories of public finance theories in developing countries such 

as Malawi.  

It is noteworthy that Malawi may have specific characteristics which are not 

relevant to other developing countries such as Thailand, Colombia, Brazil and 

Argentina, among others, where such studies have also been conducted.  Hence, it 

was not clear whether or not the theories would be confirmed in the case of Malawi. 

Hence, the findings assist the further understanding of the application of public 

finance theories in developing countries because it was found in this study that the 

theories are relevant and applicable to Malawi as well. 

It is also interesting to note that most of the studies reviewed are cross-

national in nature and come up with blanket recommendations which are not country-

specific.  It is appreciated that these studies may have specific findings on respective 

countries; however, the reporting is done in a generalised form, masking the specific 

findings for specific countries and prompting the international organisations to apply 

“the principle of one size fits all” in developing countries. To the contrary, this may 

not be the case, as each country faces different policy problems and requires specific 

remedial policy measures, as this study has found out.   

Therefore, there is a need to specifically understand the particular set of 

factors affecting public expenditure on social sectors in general and education in 

particular, as is the case in this study.  In this respect, this study is beneficial on the 
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practical front in that based on its findings, whether supporting or contradicting the 

theories, specific recommendations are generated for consideration by the national 

governments. This follows the assessment of the main factors, for example, which 

when they are manipulated by the authorities, the right amount of funding can be 

allocated to the education sector in the long run in order to ease the problems related 

to financial inadequacy. On the theoretical side, the study has also added to the 

scientific knowledge by finding out that at the general education level and primary 

education level, the findings are in agreement with the predictions of the theories and 

their application in developed countries.  However, there is some mismatch between 

the findings of this study and what the theories declare at secondary and tertiary 

education levels.  Hence, the applicability of the theories is conditional on where the 

theories are tested and this understanding is important to assist the national 

government in pinpointing the problem areas and in devising necessary and relevant 

measures to resolve identified challenges.   

It is also a fact that sometimes the amount of public funds allocated to the 

education sector can be adequate in totality.  The concern comes when one looks at 

how these resources are apportioned to various household income groups and regions.  

Under the influence of the International Monetary Fund (IMF) and World Bank, a 

number of developing countries, including Malawi, are advised to prioritise social 

sectors in their development plans and budgets under the Poverty Reduction Strategy 

Programmes.  The reasoning behind this is that some people hardly benefit from the 

economic growth and are particularly vulnerable to social and economic insecurities; 

they do not have adequate resources to meet their basic needs; and that the private 

sector cannot assist vulnerable people because of their profit maximisation motives 

(Selowsky, 1979).  Hence, governments are encouraged to increase funding to the 

social sectors in order to protect the vulnerable groups from economic woes and to 

assist them in meeting their basic needs.  To this effect, this study has identified some 

households in specific household income groups that need the attention of the 

government in order to improve income equality and to reduce poverty.  For example, 

the households in the lowest household income group only benefit from public 

expenditure at the primary education level, whereas at the secondary and tertiary 

levels they grossly lose out.  Hence, the findings may be used to allocate budgets to 
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the right beneficiaries in the right amounts in an effort to improve the income equality 

in the country.   

In view of the afore-going, the study is beneficial for academic circles by 

adding to the pool of knowledge on the application of the public finance theories 

employed here and by improving the targeting of government interventions in the 

education sector in order to reduce income inequality.  This is not only applicable to a 

specific country such as Malawi, but is also relevant to other countries in the 

developing as well as in the developed world, as this study follows what other studies 

have declared already in different regions of the world. 

 

1.7 Organisation of the Study 

 

There are five additional chapters in this dissertation that embrace the two 

different but related issues presented in this research.  The first part is on the factors 

that affect public expenditure on education, and the other is on the income distributive 

effects of public expenditure on education.  Hence, Chapter 2 provides a review of the 

literature with regard to public finance theories and the respective factors that have 

some effects on public expenditure on education, on the one hand, and the targeting 

and effects of public expenditure on education on income distribution, on the other. 

This chapter also gives empirical evidence provided by different studies undertaken in 

these two respective areas. The chapter also provides the conceptual frameworks.  

Chapter 3 focuses on the research methods used and the type of analytical tools 

employed to identify and assess the factors that affect public expenditure on education 

and the effects of public expenditure on income equality.   

The narration on the development of both national development policies and 

education policies, and the policy reforms undertaken in the education sector, is 

provided in Chapter 4. The chapter also reports on the structure of the education 

system and the trends in actual public expenditure on education in Malawi. More 

importantly, most of the findings from the individual and group interviews which 

were conducted in this research are reported in this chapter.  The results and a 

discussion are presented in Chapter 5.  
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Lastly, the conclusion and recommendations are provided in Chapter 6.  This 

chapter also provides a summary of the results, the theoretical contributions, the 

policy implications of the study, and suggests areas for further study on the issues 

raised in this study. 



  

CHAPTER 2 

 

THE REVIEW OF LITERATURE AND CONCEPTUAL 

FRAMEWORKS 

 

2.1 Theoretical Arguments for the Growth of Public Expenditure on 

Social Sectors 

 

Public expenditure has been growing in many OECD countries since the 20th 

century.  In the early periods of the century, the growth was attributed to increases in 

defence and economic sector expenditures.  However, starting from the late 1930s, 

public spending on these areas started to decline and increases in public spending on 

the social sectors became visible. In 1900, for example, the average spending on 

defence was four percent of the gross domestic product (GDP) and this dropped to 

two percent in 1995.  On the other hand, average expenditure on welfare increased 

from five percent in 1937 to 23.00 percent in 1995 (Tanzi and Schuknecht, 2000: 28-

31).   

There are different theories of public finance which explain the increased 

trends in public expenditure in general and in social welfare in particular. While there 

are a number of these theories, in this paper the focus is placed on five of them.  

These are singled out because of their importance in identifying the factors behind the 

rise of public expenditure on social sectors in general and education in particular. 

Social welfare in this case includes education, health and social security sectors. 

However, this research concentrated on some of the factors that determine public 

expenditure on education. In view of this, some factors in the Economic-

Demographic, Political Business Cycle, Incrementalism, Compensation and Fiscal 

Illusion theories are used to examine how they affect public expenditure on education 

in Malawi.  The synopsis of these theories and their related factors are presented 

below. 
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2.1.1 Economic-Demographic Theory 

The underpinning principle explaining the behaviour of public expenditure is 

Wagner’s Law, which advocates that public expenditure would grow at faster rates 

than the revenues which fund them.  The argument is that as nations become 

wealthier, citizens are likely to look for better services in the economy, including 

those supplied by the government (Musgrave and Musgrave, 1989: 121).  Levitt and 

Joyce (1987) also state that as countries become richer citizens expect more from 

public services to reduce social and industrial stress. In addition, public expenditure 

also grows in response to pressure from increases in the population sizes in the 

nations. As a population increases, more services such as healthcare, education, power 

and water services, among others are needed. This is also the case when the school-

age population increases. Public expenditure increases are also more relevant in urban 

areas where people are well organised and lobby for social services generally and 

education services in particular. Hence, education programmes would likely increase 

to meet their demands, leading to high public expenditure (Musgrave and Musgrave, 

1989: 122; Dye, 1978).  In tune with this, Lindert (2009: 33) emphasizes the demand 

for universal education by claiming its significance for economic growth.  This puts 

pressure on government coffers through increases in the number of pupils enrolled in 

schools and consequently, pushes the education budget up to meet the demands for 

teachers, classroom accommodations, and teaching and learning materials (Al-

Samarrai, 2003).   

Therefore, changes in socio-economic factors such as people’s needs and 

preferences in the economies exert pressure on governments to increase the provision 

of social services to the general public, resulting in growth in public expenditures. 

 

2.1.2 Political Business Cycle Theory 

The politicians in power tend to manipulate the economy during the election 

years in order to be re-elected.  Specifically, they ensure that during the election years 

there is high economic growth associated with low unemployment and high inflation 

(Allen et al., 1986).  The purpose is to have an election during the time when there are 

favourable macroeconomic conditions (Heckelman and Whaples, 1996: 249).  

Further, it is argued that voters are rational and tend to vote for parties which increase 
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their benefits.  In view of this, politicians tend to increase public expenditure, fiscal 

deficit, and money supply (Block, 1999: 28-29).  

In fact, this is to ensure that there are good policies in place for the voters to 

appreciate and be induced to vote for the incumbent government.   In developed and 

democratic countries, it is also stated that left parties tend to pursue low 

unemployment and high inflation policies, meaning that they favour high public 

spending in the quest to reduce levels of unemployment at the expense of high 

inflations rates.  This is possible through both expansionary fiscal and monetary 

policies.  On the other hand, the centre and right parties prefer low inflation at the 

expense of high unemployment and these tend to support the needs of the business 

and those that are well off in the economy in order to protect their investment interests 

against high inflation (Hibbs, Jr., 1977: 1471).  This actually addresses the demands 

of the Power Resources Theory in its entire nature as well.  For the sake of developing 

countries, there is virtually no difference between leftist parties and those on the right, 

as both follow interventionist policies to please the voters (Snyder, Jr. and Yackovlev, 

2000: 30-31).  In the latter, therefore, public expenditure on social sectors in general 

and education in particular tend to go up regardless of the party in power, which may 

be the case with the introduction of the FPEP in Malawi.   

In general, the Political Business Cycle Theory states that the government in 

power tends to spend more during the election years and retrench the trends to normal 

levels after elections. Allen et al. (1986) confirm this by saying that presidents prefer 

having low inflation and high unemployment during their first two years in office and 

reverse this to having low unemployment and high inflation during the last two years 

before the next election. In a Rational Public Business Cycle sense, therefore, public 

expenditure, fiscal deficit, and money supply increase in the year before and the year 

of the elections, and these factors contract after the elections, forcing public 

expenditure up and down, respectively. 

  

2.1.3 Incrementalism Theory 

This theory states that public expenditure rises because it is based on past 

trends of the expenditure.  It is argued that whenever a new budget is being 

formulated and debated there are tendencies to refer to past allocations and to make 
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sure that there are marginal increases or none at all. After all, the politicians involved 

in the budget appropriation debate have tight programmes and they do not have time 

to debate or fully understand the completely new programmes.  It is also argued that 

the legislators may not have the required expertise to fully understand the 

programmes in detail (Etzioni, 1967: 386; Lindblom, 1959: 84). In view of these, they 

may be uncertain about completely new programmes and may not favour them.  

Hence, they are more comfortable with the previous programmes continuing because 

of their previous successes and the investments they already made in them (Dye, 

1978).  Dye (1978) further states that when there are significant increases in budget 

lines of the continuing programmes or when new programmes are introduced, more 

attention is given to them in order to get justification for their adoption and 

implementation. Under normal circumstances, previous expenditures predetermine the 

budget levels of the current year. 

  

2.1.4 Compensation Theory 

Public expenditure grows due to forces coming from international factors, 

such as globalisation.  Under this theory, it is evident that as the countries get 

integrated into international markets there are some problems which come along with 

that move.  For example, if the country is not economically prepared, trade 

liberalisation may lead to the decline of the market share regarding domestic 

commodities and the loss of employment of those that are involved in production and 

marketing. In part, this may be attributed to cheap imports into the economies, 

outcompeting domestically-produced goods (Rodrick, 1998: 1010-1012). Therefore, 

this may create pressure on the government to compensate those that have become 

victims of trade liberalisation.  As a result, public expenditure programmes in the 

form of support for retraining the retrenched employees and education programmes 

are undertaken in order to relocate them to other sectors and to have more skilled 

labour, respectively. In addition, unemployment benefits to laid-off employees and 

other forms of compensation are implemented and these increase public expenditure 

on the social sector and education in particular. It is therefore argued that 

globalisation, taking the form of trade liberalisation, increases public expenditure in 

this sense (Yoon, 2009; Ventura, 2006).  
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2.1.5 Fiscal Illusion Theory 

Under democratic governments, politicians respond to the demands of voters 

that put them into office in different ways under different conditions.  For the party in 

government to remain in power, politicians develop good policies to benefit the voters 

for the sake of re-election (Musgrave and Musgrave, 1989).  In the process, the public 

expenditure, including that on education, moves up with time as long as democratic 

principles uphold in the countries concerned.  

In order to meet the costs of the increased programmes, politicians tend to 

finance these expenditures through increases in budget deficits and indirect tax 

revenues, which are usually not well understood by the voters (Dye, 2005).  The 

budget deficit has a cost to it which voters do not understand.  Financing comes in the 

form of public debt, which may lead to increased levels of inflation and reduction of 

the investment by the private sector through increases in the interest rate, which in 

turn crowds out the private sector (Ouanes and Thakur, 1997: 63-65).  Reduced 

investment leads to low productive capacity and this creates some shortages in supply, 

aggravating episodes of inflation in the long run which erode the value of income and 

welfare (Hubbard, 2005: 477). 

Oates (1988: 69) argues that government makes the tax system more 

complicated by having more disintegrated tax rates and more tax rules and regulations 

as opposed to having a simple tax system with clear rules and regulations, on the one 

hand, and few tax rates on the other.  This makes it difficult for the voters to 

understand the system and how much they pay to tax collectors.  Due to the 

misunderstanding of the system, they further support the expansion of the government 

programmes despite the fact that these lead to increases in tax burdens in the medium 

to long term.  For example, indirect taxes on property are supposed to be borne by the 

owners of the property themselves.  However, when taxes increase on rented property 

such as houses, taxes are shifted to the tenants (voters), who in turn do not fully 

understand this practice.  Hence, they support the increase in government programmes 

with the idea of benefiting from them despite the fact that they finance the 

programmes through future increases in rentals (Oates, 1988: 72).    

 Oates (1988: 77) also adds that voters have little knowledge to understand 

how government programmes are funded.  In view of this, the government may also 
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rely on grants from federal governments and other governments to finance the 

programmes.  While grants do not have a direct effect on influencing the voters to put 

the incumbent government in office, they positively affect the voting power through 

tax rate cuts which are implemented after receipt of the financial assistance.  

Therefore, receipt of grants, increases in budget deficits, public debt, and 

growth in rates of indirect taxes lead to the spreading out of government programmes, 

which in turn, leads to the introduction and implementation of populist policies such 

as the introduction of universal primary education in Malawi, and these policies bring 

in the growth of public expenditure.  These are sources of political persuasions on 

voters to put the governing party back into the government in any forthcoming 

general elections. 

 

2.2 Antecedents of Public Expenditure on Education Related to Public 

Finance Theories  

 

There are a number of factors which determine the size of public expenditure 

as described under each theory presented above.  A lot of them have been used and 

their effects on public expenditure on the social sector and education in particular 

have also been assessed and reported in different studies.  It is stated that some factors 

expand public expenditure while under certain conditions they reduce it. This section 

gives a detailed overview of some of the factors under each theory in addition to those 

discussed above. 

For instance, as per capita income increases, people’s living style changes for 

the better and their demands for public services as well as taste change. In other 

words, government services in rich countries, where per capita income is high, are of 

high quality, demanding more budget allocations to social services than those in 

developing countries.  This is also coupled with the increases in the population in 

respective countries, which demand increased levels of services from the governments 

(Musgrave and Musgrave, 1989: 123).   In education, for example, the increase in 

public expenditure comes in because there are demands to reduce class sizes and pupil 

staff ratios (Hanushek and Rivkin, 1997), among others. These become a problem 

because of high gross enrolment rates with the growth in the population (Stasavage, 



23 
 

2005; Al-Samarrai, 2003). This is particularly the case in urban areas where people 

are numerous, affluent, and well-organised to lobby for increased and quality services 

from the government (Musgrave and Musgrave, 1989: 124).   

An increase in inflation is also another factor which pushes the public 

expenditure up. The purchasing power decreases when general price level goes up in 

the economy.  This means that if budget allocations to education programmes remain 

constant, the amount of goods and services which the government provides to its 

citizen decreases.  Hence, in order to maintain the supply of goods, such as teaching 

and learning materials in schools and the number of teachers at the right levels, the 

budget allocations go up in tandem with inflation.  Hence, inflation also increases 

public expenditure when governments have the capacity to accommodate inflationary 

pressures, as has been the case in developed countries (Musgrave and Musgrave, 

1989: 123; Dye, 1978).   

The effect of incrementalism in budgeting positively affects public 

expenditure on education.  This is mostly the case in democratic regimes, where 

agreements on issues are difficult to come by in the national assembly. Hence, 

previous programmes are favoured most because there is prior understanding of the 

issues, and debates move fast without protraction.  Additionally, it is also expensive to 

embark on completely new programmes with full details based on a Cost-Benefit 

Analysis.  This may be due to the high cost of gathering necessary information on the 

programmes, and lack of time and human resources to conduct a thorough 

investigation into the policy issues at hand (Lindblom, 1959: 84-87).  Because of 

these factors, previous budget allocations on on-going programmes determine the 

levels of new budgets (Dye, 1978; Etzioni, 1967: 387; Lindblom, 1959: 84). Lonjouw 

and Ravallion (1999) also assert that the allocation of financial resources is a political 

process and it largely relies on the initial amount allocated to the programme. Unless 

there is a revolutionary event, like a Tsunami in the economy, incrementalism is 

upheld.  
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Table 2.1  Antecedents of Public Expenditure on Education 

 

Antecedents Effect Source  

A. Economic-Demographic Theory Factors (Some factors).  

1. Per capita income 

growth  

+ Musgrave and Musgrave (1989), 

Rornajo et al. (2007), She (2004), 

Salinas (2007) and Dye (1978).  

2. Population growth  + Musgrave and Musgrave (1989) and 

Dye (1978). 

3. Urbanisation  + " 

4. Inflation  + " 

5. Pupils’ enrolment + Hanushek and Rivkin (1997) and  

Al-Samarrai (2003). 

BB..  PPoolliittiiccaall  BBuussiinneessss  CCyyccllee  TThheeoorryy  

11..  EElleeccttiioonn  +  Allen et al. (1986) and Hibbs, Jr. 

(1977).  

C. IInnccrreemmeennttaalliissmm  TThheeoorryy   

1. Lagged budget 

expenditure 

+ Dye (2005) and Lindblom (1959).  

D. CCoommppeennssaattiioonn  TThheeoorryy 

1. Globalisation  + Yoon (2009), Ventura (2006) and 

Rodrick (1998). 

E. FFiissccaall  IIlllluussiioonn  TThheeoorryy 

1. Increase in fiscal deficit + Musgrave and Musgrave (1989), Oates 

(1988) and Dye (2005).  

2. Indirect tax revenues + Musgrave and Musgrave (1989), Oates 
(1988) and Dye (2005). 

3. Grants + Oates (1988) and Sinitsina, (2011). 

 

Note: + Means growth in the factor increases public expenditure. 
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Globalisation positively affects public expenditure through trade liberalisation 

(Yoon, 2009; Ventura, 2006). Under trade liberalisation, economically-weak countries 

with inadequate trade infrastructures and under-developed human capital are bound to 

lose in the process.  In this respect, the sectors involved in manufacturing suffer and 

retrenchment of staff becomes imminent and closures are commonplace.  As a result, 

there is an outcry from the affected sectors for government assistance due to the loss 

of market share of domestic products and retrenchments. Governments are pressured 

to compensate those affected and improve the local business environment. In 

response, the government develops programmes to retrain unemployed staff so that 

they can be re-engaged in other sectors. In addition to this, governments invest 

heavily in education to ensure the supply of skilled labour in their respective 

countries. This is important because it increases labour productivity and attracts 

foreign direct investment in the countries concerned, leading to efficient and increased 

production. Therefore, globalisation through trade liberalisation increases public 

expenditure through increased costs of retraining, education, and unemployment-

benefit programmes. 

Under the Fiscal Illusion Theory, there are also factors which positively affect 

public expenditure, as politicians increase the provision of social programmes to 

please the voters.  These are budget deficits and indirect tax revenues (Musgrave and 

Musgrave, 1989; Dye, 2005). Oates (1988: 76) also states explicitly that public debt is 

another factor and this is used to enhance public expenditure under the fiscal illusion 

scenario. With the quest to increase public programmes, politicians increase the 

budget deficit and this leads to growth in public debt so that public programmes that 

could not be supported could sail through.  Alternatively, the rates of indirect taxes are 

increased to generate more revenues which are required to finance the increased 

public programmes (Dye, 2005). This raises the tax burden on the voters themselves 

in the long run. As already reported above, the receipt of grants also increases 

government size in terms of public expenditure. This is a common place in most 

countries, as empirically reported in the subsequent sections. 
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2.3 Research Findings and Application of the Theories 

 

There are a number of researchers that have done some work to assess the 

effects of the aforementioned factors in respective studies. A lot of them have 

confirmed the predictions of the theories, with very few exceptions under each theory.  

In all cases, the growth in the factors was found to increase public expenditure on 

social services, including public expenditure on education.  For instance, Dye (1978) 

and Stasavage (2005: 352) found that grants to the governments lead to increases in 

public expenditures. The former found that central government grants to state 

governments increased public expenditure on welfare, including education, in USA. 

Stasavage (2005: 352) found that if grants are targeted to education, they increase 

expenditure on education in developing countries.   

 Hanushek and Rivkin (1997) found that the demands to increase the quality of 

education by reducing congestion in class and the number of pupils per staff, for 

instance, increased public expenditure on education in the United States.  He argued 

that this is the case due to the construction of new schools, training and remuneration 

of teachers, and provision of teaching and learning materials. Al-Samarrai (2003: 58-

63) found that the introduction of universal primary education increased public 

expenditure on education.  This was also echoed by Stasavage (2005: 348), who states 

that public expenditure on education increased from 1.50 percent in 1994 to 2.60 

percent of GDP in 1995 after the introduction of universal primary education in 

Malawi. 

Okafor and Eiya (2010: 47), in their study in Nigeria, found that tax revenues 

affect public expenditure positively.  They also reported that increases in public debt 

raise the level of public expenditure.  In this study, it is proven empirically that indeed 

fiscal illusion plays a part in influencing the growth in public expenditure. 

Block (1999: 28-29) found that in Africa, governments pursue expansionary 

fiscal and monetary policies during the election years. This was manifested by 

increases in expenditure, fiscal deficits, money supply, and government consumption, 

among others. In this respect, the government follows expansionary fiscal and 

monetary policy to shoulder the ambitions of being re-elected. Heckelman and 

Whaples (1996: 250) also found some evidence that there was high economic growth 
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during election years in the USA. 

During the interviews conducted in this study, it was also found that the 

amount of financial resources the government has in a particular year affects the 

allocation of the budget to the sectors in Malawi.  In view of this, one can speculate 

that when the resources are adequate, public expenditure increases and vice versa.   

Further, the amounts to be allocated to the sectors largely depend on the status of the 

sector in question and the emerging policies at the time.  If the sector is a priority, it 

receives adequate resources.  However, the number of priority sectors and financial 

resource envelope can also determine the size of the budget the sector receives.  

Hence, priority sectors compete with each other for financial resources such that some 

may get reduced levels while others are well supplied. This is further discussed in 

Chapter 4 under the allocation of financial resources to the education sector. 

Despite these empirical confirmations of the theories, there are some 

noticeable differences in the research findings with regard to the effects of per capita 

income growth, inflation, grants, and globalisation on public spending on education.  

According to the findings by Yoon (2009), Economic-Demographic Theory only 

applies to the developed world and not to developing countries. To this effect, he 

found that growth in per capita income decreased public expenditure on education. 

The reasoning behind this was not clearly illustrated.  However, one may extrapolate 

that in the developing world very few people benefit from economic growth, as 

asserted by Selowsky (1979). This may be because most of the people in developing 

countries are in rural areas, are sparsely distributed and speak different languages, 

which make it difficult for them to mobilised themselves and lobby for increased 

government services (Stasavage, 2005: 345). Furthermore, Afzal and Abbas (2010: 

12), in their study, found that there was no causal effect between income and public 

expenditure.   
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Table 2.2  Effects of Antecedents on Public Expenditure on Education 

 

Antecedents  Effect Researcher(s)  

Demand Factors   

1. Per capita income growth  + 

 

 

 

 

- 

1. Musgrave and Musgrave 

(1989), Dye (1978), Haggard 

and Kaufman (2008), Snyder, 

Jr. and Yackovlev (2000) and 

Stasavage (2005). 

2. Yoon (2009) and Omotor 

(2004).  

2. Urbanisation  + Musgrave and Musgrave (1989) 

and Akambi and Schoeman (2007).  

3. Universal primary 

education 

+ Al-Samarrai (2003) and Stasavage 

(2005).   

4. Gross pupil enrolments + Stasavage (2005). 

5. Globalisation  

(Trade liberalisation and 

capital flow). 

+ 
 
 
 
- 

1. Yoon (2009), Ventura (2006), 

Ha (2008) and Sanz (2003). 

2. Yoon (2009) and Omotor 

(2004).  

Constraint Factors   

6. Budget deficit  + Dye (2005) and Musgrave and 

Musgrave (1989).  

7. Indirect tax revenue  + Dye (2005), Musgrave and 

Musgrave (1989) and Okafor and 

Eiya (2010).  

8. Grants  + Sinitsina (2011), Dye (1978) and 

Stasavage (2005).  

9. Lagged budget allocation + Dye (1978).  
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Table 2.2  (Continued) 

 

Antecedents  Effect Researcher(s)  

Constraint Factors   

10. Public spending on 
agriculture  

- Researcher* 

11. Total public expenditure + Researcher. 

12. Election + Block (1999). 

13. Inflation  + 
 

 
 
- 

1. Musgrave and Musgrave 

(1989), Akambi and Schoeman 

(2007) and Ezirim et al. (2008). 

2. Okafor and Eiya (2010) and 

Ezirim et al. (2008). 

14. Public debt + Okafor and Eiya (2010). 

15. Money supply + Block (1999). 

 

Note: * It was stated that allocation of funds to priority sectors may change from time 

to time based on emerging policies such as definition of new priority sectors 

and that it may not follow any order. 

   + Means the factor increases public expenditure. 

  - Means the factor reduces public expenditure. 

 

Okafor and Eiya (2010: 47) found that the rise in inflation decreased public 

expenditure on education in Nigeria, meaning that the theory also has some “loose 

ends” with regard to developing countries. However, Ezirim et al. (2008) assert that 

inflation increases public expenditure or reduces it. If the country cannot match 

demands coming from increases in inflation, the budget size can hardly increase.  In 

addition, following the dictates of fiscal policy to reduce inflation, governments also 

decrease public expenditure (Ezirim et al., 2008: 35). Hence, amount allocated to 

education can be downsized together with other budget lines so that supply of goods 

and services does not favour one sector.   
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Stasavage (2005: 352) also found contradicting results on the effects of grant 

on public expenditure on education.  He reported that if the grants are provided for 

general budget support, they reduce public spending on education instead of 

increasing it.  Lastly, Yoon (2009) and Omotor (2004: 108) in their respective studies 

found that globalisation reduced public expenditure on education.  The former argued 

that in developing countries, democracy is not well developed.  As such, civil society 

organisations are weak to lobby for increased public spending on social services, 

including education services. In addition, the politicians are less accountable to people 

in terms of the compensation requirements. This is valid in that in the developing 

countries a lot of people do not benefit from the social insurance like pension, social 

security, and other forms of safety nets, which are prevalent in democratic and 

developed nations. 

Hence, the theories are supported, to the large extent, while there are some 

opposing forces on the other extreme of the continuum. In view of this, some factors 

obeyed the principles of public finance theories while others produced conflicting 

results as shown in Table 2.2.  The area of interest in this study was to know what the 

situation is in Malawi with regard to these findings. 

 

2.4 Conceptual Framework 

 

In assessing the effects of antecedents on public spending on education, 

investigations were made on factors that affect total public expenditure on education, 

public expenditure on primary education, public expenditure on secondary education, 

and public expenditure on tertiary education.  Studying these factors at these levels is 

important because sometimes a factor can have some significant impact on total 

public expenditure on general education and yet it cannot affect public expenditure at 

primary, secondary, and/or tertiary education level. Hence, breaking education 

expenditure into its components has proved vital and much revealing for policy-

intervention purposes as reported in this paper. This is backed by Snyder, Jr. and 

Yackovlev (2000: 19) who state that primary and secondary, and vocational and 

university spending should be assessed separately. Hence in this study, public 

expenditure on education as a whole and its components were treated as such and the 
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effects of a number of antecedents on them were assessed separately in order to 

understand the areas requiring public expenditure policy interventions.   

Based on the theoretical arguments and empirical results discussed above as 

well as availability of data on a number of variables, the models were developed at 

each level of education to carry out the investigations. In view of this, the following 

were used for analysis:  

 

GE  =  a + b1INF + b2PCG + b3URB + b4DEF + b5ITR + b6GEt-1 + b7UPE  

+ b8ELT + b9GLOB + b10GRANT + b11TGE         (1) 

 

GP  =  a + b1INF + b2PCG + b3URB + b4DEF + b5ITR + b6GEt-1 + b7UPE  

+ b8ELT + b9GLOB + b10GRANT + b11TGE         (2) 

 

GS  =  a + b1INF + b2DEF +  b3ITR + b4GLOB + b5GSEN + b6DEBT + b7MS  

- b8 AGRI                  (3) 

 

GT  =  a + b1INF + b2DEF +  b3ITR + b4GRANT + b5GTEN + b6TGE  

- b7AGRI                  (4) 

 

Where: GE, GP, GS and GT stand for public expenditure on overall education; 

primary; secondary and tertiary education levels;  PCG = per capita income 

growth; URB = urbanisation; INF = inflation rate; GRANT = foreign grant 

received by government; ELT = holding of general elections; GEt-1 = one 

year lagged public expenditure on education; GLOB = globalisation; DEF = 

fiscal deficit; ITR = indirect tax revenue; GSEN = Secondary school gross 

enrolment; GTEN = tertiary gross enrolment (sum of gross enrolments in 

teacher colleges, technical and vocation colleges and public universities); 

UPE = universal primary education; AGRI = public expenditure on 

agriculture; TGE = total public expenditure; DEBT = public domestic debt; 

and MS = money supply (M2) growth.  a = constant, and b₁ to b11 = 

regression coefficients. 
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It is worth noting that the list of variables in each model tested is not uniform 

for a number of reasons.  First and foremost is that at times, for example, at secondary 

and tertiary education levels, it was difficult to come up with the significant model 

and significant variables.  In this case, if all factors were included as was the case at 

primary and general education levels, the model resulted in very low variances.  

Hence, a number of factors were dropped and others were included in the models. In 

view of this, the exchange rate, industrialisation, direct tax revenue, total tax revenue 

and public spending levels on transport, defence, health, general administration, 

pension and gratuities were also included and tested in the models at these levels.  

However, these were weaned out in the process until the factors in the models above 

were able to come up with the significant models and highest possible variances.  

Hence, the process of coming up with the variables in the models at secondary and 

tertiary education levels was re-iterative in nature in order to get significant factors 

which, if they are managed, can assist government to provide right amount of funding 

to the education sector. 

 

2.5 Hypotheses 

 

Overall, growths in the factors listed in the models above put pressure on 

government to increase supply of public education services through development of 

new education projects and programmes.  However, public expenditure on agriculture 

as a priority sector is an exception because it is likely to compete with education 

sector, another priority sector, for financial resources. Notwithstanding this, the costs 

of these programmes and that of maintaining the public service which is the 

machinery for implementation raise the public expenditure on education in general 

and on primary education, secondary education and tertiary education in particular. 

Specifically, the following are the hypotheses verified in this study: 

1) Hypothesis 1: As per capita income grows there is pressure on government 

to increase school facilities and quality of education, hence this raises public 

education expenditure; 

2) Hypothesis 2: As the number of population living in urban centres goes up, 

demands for schooling become more forceful, hence this raises public expenditure on 
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education;  

3) Hypothesis 3: Increase in gross enrolment at each level of education forces 

government to increase education facilities and capacity, leading to growth in public 

spending on education; 

4) Hypothesis 4: Introduction of the universal primary education increases 

number of pupils in primary schools and this pushes up public expenditure on primary 

education and total public expenditure on education in order to reduce class sizes and 

pupil teacher ratio, among others; 

5) Hypothesis 5: Increase in inflation makes goods expensive and if 

government is to provide same levels of goods and services to the public, the outlay 

increases as a result; 

6) Hypothesis 6: Foreign grants given to government by development 

partners provide additional financial resources and these assist government to increase 

the budget on the education sector and this raises public expenditure; 

7) Hypothesis 7: Politicians in government tend to come up with good public 

policies two years before and in the election year such as introduction of new 

education projects and programmes in order to please the voters for them to be re-

elected into office and this pushes public expenditure up; 

8) Hypothesis 8: Taking previous expenditure levels as a base, government 

institutions allocate more to the budget lines than what was allocated to them before 

and if this gets approved, it increases public expenditure; 

9) Hypothesis 9: Globalisation makes government to spend more on 

education and retraining of the retrenched employees in order to improve production 

skills, product quality and productivity for the economy to be competitive on the 

world market, and this leads to increased education expenditure; 

10) Hypothesis 10: Increase in rates of indirect taxes results in growth of 

indirect tax revenue which in turn leads to rise in public expenditure on education; 

11) Hypothesis 11: Rise in budget deficit positively affects the size of public 

expenditure on education because government has extra capacity to fund education 

programmes; 

12) Hypothesis 12: Increase in money supply leads to growth in economic 

activities including those by government and this results in high public expenditure on 
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education; 

13) Hypothesis 13: Upsurge in public debt raises government ability to 

finance public programmes and this hikes public expenditure on education; 

14) Hypothesis 14: Growth in public expenditure on agriculture as one of the 

priority sector in Malawi negatively affects funding to education sector because there 

is competition amongst the priority sectors for financial resources; and  

15) Hypothesis 15: The size of national budget in a particular year positively 

affects allocation of financial resources to education sector because this is one of 

priority sectors in Malawi. 

 

2.6 Theoretical Perspectives on Income Distributive Effects of Public 

Expenditure on Education 

 

Assessing the effects of the antecedents of public expenditure on education 

and coming up with the right levels of public expenditure alone is not adequate in 

solving the predicaments which households and their members face with regard to 

poverty.  There is also need to increase the share of poor household income to 

national income by increasing their productivity and income.  One way of doing this 

is to make available to them physical capital such as land and necessary inputs into 

their production process (Medhi Krongkaew, 1979; Romer, 2012). Hence, policies 

guiding the allocation of resources to poor households may be important in this 

respect.  Further, Romer (2012: 153) argues that productivity of workers increases 

with corresponding increases in human capital which is a function of number of years 

of education, quality of education and on-the-job training, among factors.  It is 

important also to note that as human capital increases, demand for workers increases 

in the economy. Human capital here means accumulation of on-the-job training and 

skills (Blanchard, 2006: 241; Hubbard and Obrien, 2006: 504). By implication, this 

means that if the poor students get the right amount of schooling and training they are 

likely to be hired and engaged in high paying jobs, and their income levels will 

improve with time. As this happens, their share of income to national income will 

increase, resulting in narrowing of the income-inequality gap in the economy. 
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It is also argued that the development of human capital depends on the 

financial resources allocated to the human capital accumulation programmes.  In this 

respect, the governments need to allocate enough resources to education in order to 

increase human capital. This is important because it influences economic growth as a 

result of increased productivity.  Blanchard (2006: 241) argues that workers who are 

able to read and write can use machines easily leading to increased production. 

However, it is also stated that the provision of basic education makes people able to 

read and account, but it does not necessarily contribute to growth in output or income 

(Romer, 2012: 153).  Hence, if there is need to increase income distribution in the 

country, poor students should be supported right from the basic education all the way 

to high schools, colleges and universities for them to have meaningful contribution to 

the national income and come out of the poverty trap. Blanchard (2006: 241) also 

adds to this by saying that higher education increases skills. Hence, access to higher 

education is important for students from the poor households in this respect. 

In view of this, the role of public expenditure on education is important and it 

is among other factors such as taxation, resource allocation policies and economic 

growth that affect income equality (Medhi Krongkaew, 1979; Romer, 2012: 152).  

Therefore, there is an issue for authorities to answer with reference to how public 

expenditure is utilised in order to increase income distribution. Davoodi et al. (2003) 

emphasise that for income equality to improve, there is a need to use the government 

funds efficiently by making sure that they reach the right target, poor beneficiaries.  

Therefore, the issue at hand is how public expenditure is allocated to the beneficiaries 

or how public expenditure is targeted in the country to maximize the benefits (Medhi 

Krongkaew, 1979: 58).  

Asghar and Zahra (2012: 111) assert that public provision of education creates 

the opportunities for general public to take part in economic activities in the economy.  

In view of this, it is argued that if public expenditure on social sectors including 

education is well targeted, it can assist governments to increase income equality and 

reduce poverty in their respective economies.  As such, income distribution policies 

can have an impact if the public spending is used in a well targeted manner (Cubero 

and Holler, 2010: 33).  This is possible if enough revenues are generated to finance 

education programmes that target the poor.  In this case, taxation is regarded 
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important and taken as distributive tool since it generates the needed revenues for 

funding pro-poor programmes (Chu et al., 2000). However, only the funding side of 

fiscal policy is considered in this paper. 

Hence, public expenditure should be well targeted if income distribution is an 

ultimate goal in the economy. In this respect, the expenditure is said to be pro-poor 

when the poorest households or their members accounting for 20.00 percent of the 

population receive more than 20.00 percent of the benefits.  This is to say the poor are 

benefiting from the government programmes in absolute terms.  However, this may 

hardly be the case as the richest household income group greatly lose out.  Hence, the 

poorest 20.00 percent of the population may not accrue absolute benefits from public 

expenditure.  Instead, they can get benefits in relative terms, meaning that their 

benefits are more than their previous levels of income. In this case, the policy is 

progressive (Davoodi et al., 2003: 13). 

On the other hand, poor targeting can lead to the worsening of the gap 

between the poor and rich households in that the rich benefit more from the public 

expenditure than the poor.  This may be reflected by allocating more public 

expenditure to the tertiary education such that the poorest 20.00 percent receive the 

benefits, which are less than their initial income levels while the richest 20.00 percent 

capture most of the benefits (Davoodi et al., 2003: 13; Medhi Krongkaew, 1979; 

Selowsky, 1979). In this case, public expenditure on education is pro-rich in nature.   

There is also a problem associated with the households in the rich and middle 

household income groups due to poor targeting of the public interventions.  Chu et al. 

(2000: 15) found that the targeting of education programmes in Asia and America was 

done well.  However, in Sub-Saharan Africa, Middle East and Transitional Economies 

targeting of public expenditure on education was poor.  Sahn and Younger (2000: 

344) also found that social services in Africa were poorly targeted.  Social services 

benefited the rich households more that the poor households in that the poor 

households received 4.50 percent while the rich households had access to 59.00 

percent at tertiary education level in Sub-Saharan Africa (Chu et al., 2000: 15). 

Besides, the middle income households captured most of the benefits from 

government expenditure on education. Davoodi et al. (2003: 22) found that benefits 

accruing to the households in the middle household income group amounted to 64.0 
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percent of the gains in the public spending on primary education in Sub-Saharan 

Africa.  

This is important to know in budgeting because if it is left unchecked it can 

frustrate government efforts to reduce poverty in the country.  For instance, Ajwad 

and Wodon (2002: 156) state that the poor benefit from government interventions 

only after the rich have already gained. In view of this, the poorest households benefit 

most at primary education level and at the secondary education to some extent, 

although the latter is captured by the households in the middle household income 

group too.  Spending on tertiary education benefits the rich mostly because children 

from poor households rarely attain university education (Ponlapat Buracom, 2011). 

International Food Policy Research Institute (IFPRI) (2003: 2) adds that children from 

poor households drop out from school and also they hardly pass the examinations to 

the universities.  The bottom line here is that unless special attention in terms of 

targeting the education programmes to the poor households and their members is 

embraced, poor households are potential losers in both absolute and relative terms.  

This is a difficult situation and not palatable when governments are poised to reduce 

poverty in developing countries like Malawi.   

The targeting of public expenditure on its own may not assist in improving 

income equality in the economy because this answers the question how government 

expenditure is allocated or who benefit from the government expenditure on 

education (Medhi Krongkaew, 1979: 58).  It is also important to know how much is 

allocated to the intended beneficiaries in order of their importance.  In other words, 

composition of the public expenditure going to different household income groups or 

regions needs to be understood and changes in government expenditure should be 

effected in such a way that the target group benefits more from government education 

programmes to ensure income equality and efficiency of public expenditure.   

If poverty reduction is the policy goal, then a lot need to be allocated to the 

poor beneficiaries. For example, it is argued that allocation of adequate resources to 

basic education for a long period of time is a viable way to increase income 

distribution. This achieves both aggregate efficiency and equity (Su, 2003: 5). To 

ensure that this is done, Su (2003: 1) further asserts that funding to basic education in 

less developed countries should be guided by the lower limit as a floor which must be 
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observed.  The funding below this threshold means less benefits accruing to the poor.  

However, funding to the tertiary education is dependent on the size of the 

economy with regard to income distribution and amount of funds available (Su, 

2003).  It is worth noting that funding to the tertiary education in both developed and 

developing countries is not regarded as a priority by the governments.  As such, 

tertiary institutions source additional funding by charging and/or raising tuition fees, 

commercialising the research and other uses of tertiary institutions by the private 

sector (Salmi and Hauptman, 2006).  This was the understanding in Malawi in 1994 

when funding to the university was significantly reduced as a result of adopting FPEP 

(Hango, n.d.).  

Hence, altering the budget direction and composition is important if the public 

expenditure is to have positive effects on the poor households (Selowsky, 1979). To 

ensure that the right amount is provided to each level of education, a number of 

approaches are used to allocate funds to the education sector, for example.  Su (2003) 

asserts that levels of physical and human capital available at each level of education 

assist to determine the amount of funding to be assigned.  It is further argued that the 

participation rates and expenditure per pupil are also important factors to consider at 

primary, secondary and tertiary levels of education.  In addition, funding to the 

tertiary education is based on enrolment of students, research requirements and 

outputs such as number of doctor of philosophy, publications and income generated 

from research, among others (Kerr, 2006).   

The funding of the education sector and its sub-sectors can also be guided by 

other related approaches.  For example, funding to the education sector in general and 

to schools in particular can be done through the student-based budgeting, weighted 

student funding, and fair student funding to attain equitable and rational allocation 

(Gloudemans, 2010: 1). This may be based on negotiations which are conducted 

between educational institutions and central government.  These approaches can be 

used independently or they can be combined to offer maximum benefits to the target 

groups.  During this research, it was found that the number of pupils, number of 

teachers and requirements of physical infrastructure in Malawi were some of the 

factors used in determining the level of funding to the education institutions.  
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Therefore, targeting of public expenditure to the poor households or sections 

of the population, and shuffling of the budget to ensure that the right amounts of funds 

go to the right beneficiaries are the main principles of making sure that public 

expenditure on education assist government in improving income distribution in the 

economy.  The IFPRI (2003) states that in order to do this, there is need for expansion 

of the school opportunities for the children from the poor households.  

  

2.7 Research Findings and Application of the Theories 

 

This section looks at the effects of public expenditure on income distribution 

only in line with the scope of this study.  Empirically, there is a great deal of studies 

on how public expenditure on social welfare is targeted and how it assists in 

improving income equality. A number of them agree with the theory that public 

spending on primary education or basic education tends to benefit the poorest 

households. For example, Ponlapat Buracom (2011) and Medhi Krongkaew (1979) 

found that public spending on primary education in Thailand benefited the poorest 

households.  This was also observed in other countries in South East Asia where a 

great deal of investment focused on education (Haggard and Kaufman, 2008).  For 

example, Harmer et al. (1995: 544) found that public expenditure on basic education 

in Malaysia was progressive and pro-poor.    Manasan et al. (2007: 93) found that 

public spending at primary and secondary levels were progressive in the Philippines. 

However, they found that at technical and vocational college levels public spending 

favoured the rich households.   The picture was the same when Cuenca (2008: 7) 

carried out a research which confirmed that poor households benefitted more from 

basic education than the rich households in the Philippines. 

In South Asia, the findings are virtually the same. Asghar and Zahra (2012: 

133) and Hakro and Akram (2007: 36) found that public spending on education, 

including primary education, was progressive benefiting the poor households in 

Pakistan.  However, these researchers found that public expenditure on secondary and 

tertiary education levels were pro-rich in nature. In Bangladesh, Glinskaya, (2005: 1) 

found that government spending in total was not pro-poor, but it was pro-poor at 

primary education level.  All in all, these point to the fact that the poor households in 
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this region too benefited from government spending on primary education level.  

However, Shiraz et al. (2002: 73) reported that the low income households received 

lower public expenditure in absolute terms in both rural and urban areas than their 

high income counterparts who benefited most from public expenditure on secondary 

and tertiary education.  The authors state that the poor households seemed to benefit 

when proportions of public expenditure to their income were presented.   

In America and Europe, the picture was virtually the same in that the poor 

households benefitted most at the primary education level and virtually lost out at 

secondary and tertiary education levels.  Younger (1999: 301) found that public 

spending on primary and secondary education was benefiting the poor households 

while that on tertiary education was regressive in nature.  In Africa, a number of 

studies were also carried out to assess how the policy on public expenditure benefited 

the households. The findings were also supporting the declaration that public 

spending on primary education benefits the poorest households (Davoodi et al., 2003: 

22; Al-Samarrai and Zaman, 2002: 10; Selden and Wesylenko, 1992: 26).  In Sub-

Saharan Africa, the IFPRI (2003: 1) found that public spending on primary education 

in Mozambique was progressive for the poor households while that on secondary and 

tertiary education was regressive.  Sahn and Younger (2000: 344) found that public 

spending on primary education was “absolutely progressive” in South Africa 

benefiting the poor mostly.  However, expenditure on other sub-sectors of education 

was found to be regressive.  In Ghana and Cameroon, Adamtey (2009) and Johannes 

et al. (2009) found the same trends in their respective studies.   

Amakom and Ogujiuba (2010: 116) distinctly found that public spending on 

primary education was progressive particularly for both males and females, and yet 

public spending on secondary education favoured females and that on tertiary 

education level was regressive for both males and females in Nigeria. Further, 

Amakom (2012) found that public spending on primary education in disregard of 

gender was progressive whereas public spending on tertiary education was regressive, 

although this was progressive at federal, regional and state levels in Nigeria.   

In view of this, the importance of primary education is stressed by the need for 

targeting more public funds to it.  This is premised on the basis that primary education 

is a principal way for the children from the poor families to access formal education, 
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and for the nations to develop human capital and reduce poverty (Davoodi et al., 

2003). Therefore, it needs some government attention for it to improve the income 

equality in the economy. 

However, in all these studies the middle household income group benefited 

most from public expenditure on secondary education, meaning that public spending 

was not favouring the poorest households who are mostly in rural areas.  With regard 

to public spending on tertiary education, the richest households benefited a lot 

(Ponlapat Buracom, 2011).    

In a cross-national research, including both developed and developing 

countries, Davoodi et al. (2003: 31-32) found the striking results.  Among others, they 

found that public expenditure on education tended to be pro-poor in rich countries, 

and it benefited the poor households based on economic development of the country, 

level of inequality and governance.  Generally, it is observed globally that overall 

spending on education, although it is progressive and pro-poor at primary education, 

benefits the rich households more than the poor households. This is evident in almost 

all of the studies.  In addition, the urban centres benefit more than the rural areas 

(Medhi Krongkaew, 1979: 65).     

Hence, the targeting of the education spending in developing world needs to 

be improved in order to benefit the poor households.  Wolf and Zohlnhofer (2009: 

130-131) state that education enhances the income equality in the economy and 

further emphasise that human capital is necessary for economic growth.  This may be 

achieved by increasing their access to the secondary and tertiary education (IFPRI, 

2003: 2) through provision of bursaries and loan schemes, for example. In addition, 

allocating adequate funding to schools in poor communities can also assist. It is only 

through this deliberate public expenditure policy in re-directing the funds towards the 

pupils from the poor families, who make it to the secondary schools and universities, 

that government can make a difference in reducing poverty in the long run.  On the 

other hand, children from affluent families should pay full cost of education as their 

families can afford to do so.   

The issue at hand was to find out whether Malawi was also trapped in the net 

of allocating more public funds to the secondary and tertiary education.  It was also an 

issue to see how public expenditure on education was executed across the regions in 
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Malawi to see how they were targeted and given enough resources based on the 

number of students as claimed by the Ministry of Education, Science and Technology 

during the conduct of this study.  These were policy issues which needed proper 

understanding in this research for government in order to make right decisions in 

implementing its poverty reduction programmes.   

 

2.8 Conceptual Framework 

 

Based on the assumptions of equating costs and benefits and the two concepts 

of targeting and allocation of adequate resources to the right beneficiaries discussed 

above, this study was carried out to assess how public expenditure with respect to 

household income groups and regions is targeted; how public financial resources are 

allocated to education and its subsidiaries; how income distribution is affected by 

public expenditure on education; and what direction of education expenditure policy 

has taken over a period of time in Malawi by comparing benefit incidences in 1998, 

2005 and 2011. In essence, this highlights allocation of public expenditure in the 

education sector; zeroes in on distributive effects of public expenditure on income 

distribution of the households in household income groups throughout Malawi; and 

leads to the assessment of how consistent public expenditure policy on education was 

over the period under review. 

 

2.9 Hypotheses 

 

With the understanding that Malawi abolished primary education fees in 1994 

and the empirical evidence established by the studies cited in this research, the 

following hypotheses were developed: 

1) Hypothesis 1: Public expenditure on primary education in Malawi is 

progressive, and it improves the income distribution for the poorest household income 

group; 

2) Hypothesis 2: Public expenditure on secondary education is not 

progressive, and it hardly improves income distribution for the poor households; 
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3) Hypothesis 3: Public expenditure on tertiary education benefits the richest 

household income group mostly, and increases income inequality; and 

4) Hypothesis 4: Overall, education spending in Malawi is pro-rich, and does 

not improve income equality among household income groups. 



  

CHAPTER 3 

 

RESEARCH METHODS 

 

This research used both quantitative and qualitative methods to collect the data 

from Malawi.  The data collection took place from August to October 2012.  In this 

regard, secondary data were collected from various government agencies, relying 

heavily on official documentations and visitations.  The operational definitions of all 

factors affecting public expenditure on education are given in Table 3.1, whereas 

those used in analysing and examining the effects of public expenditure on education 

on income distribution can be found in Table 3.2.  Standard Multiple Linear 

Regression Analysis and Standard Benefit Incidence Analysis methods were 

employed to conduct the assessments of the factors affecting public expenditure on 

education and the effects of public expenditure on education on income distribution, 

respectively. 

 

3.1 Unit of Analysis on the Effects of Public Expenditure on Education on 

Income Distribution 

 

The assessment of income distributive effects of public expenditure on education can 

be carried out by using a number of classifications of beneficiaries. On the one hand, 

this can be based on the use of households where average expenditures are assigned to 

different household-income groups or regions in order to arrive at their respective 

household incomes.  Alternatively, the per capita expenditure in each household 

income group can be calculated for the compilation of household incomes as well. In 

this study, individuals and mean per capita expenditure were used because the 

educational services accrue to the individual pupils that enjoy educational services.  

This is supported by Davoodi et al. (2003: 8) and Selowsky (1979: 4), who assert that 

if government services are provided to individuals, they should be used in the 

analysis.  
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Another reason for using individuals is that when households are used, the 

households in the poorest household-income group seem to get the highest share of 

the benefits because they have the lowest income levels as proportions of the national 

income. Hence, any benefit they receive from government programmes adds more to 

their income share because their base income is small.  On the other hand, when 

individuals are used, the true picture emerges in that the poorest households get the 

lowest level of benefits in terms of shares to the national income.  This is because 

there are more members in the poor households than there are in the rich households, 

resulting in lower average benefits per capita (Cuenca, 2008: 12). Hence, the use of 

per-household expenditure other than per capita expenditure in coming up with 

benefit incidences masks the real situation with regard to poverty and the need for 

income redistribution policies. 

 

3.2 Operational Definitions 

 

3.2.1 Dependent Variables 

The main dependent variable in this study is public expenditure on education.  

However, this was further divided into public expenditure on primary education, 

secondary education and tertiary education, in order to understand much of the sector.  

Hence, in total, there are four dependent variables.  Therefore, the types of data 

collected to embody these variables in this research were as follows:  

1) Expenditure on the whole education sector was aggregated by 

looking at all departments making the Ministry of Education, Science and Technology 

and other institutions falling outside the mandate of the ministry, such as public 

universities, which are Mzuzu University and the University of Malawi, and technical 

and vocational colleges. The main sources of data were The Appropriation Accounts 

Revenue Statements and Other Public Accounts for the financial years 1979 to 1988 

and Consolidated Annual Appropriation Accounts and Other Public Accounts for the 

financial years 1999 to 2010 published by the Ministry of Finance; 

2) Expenditure on primary education was extracted and summed up 

for analysis;   
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3) Expenditure on secondary education; that is, the expenditures 

incurred in all secondary schools and other related cost centres were also used for 

analysis; and  

4) Expenditure on tertiary education, where total subventions to two 

public universities, expenditure on primary teacher education, and expenditure on 

technical and vocational training were pulled out and summed for analysis.   

 

3.2.2 Independent Variables   

In order to measure the effects of the factors on public expenditure on 

education and its components, as shown in the models above, an effort was made to 

define operationally what these factors were and how they were measured.  Before 

delving into the operational definitions, it is important to define some of the factors 

used for ease of clarity regarding their meaning in this research.  Hence, the factors 

are defined as follows:  

1) Per capita income is the GDP divided by the population in the 

country in each year.  Hence, the per capita growth rates are the increases or decreases 

in per capita GDP from one year to another; 

2) Lagged public expenditures are the expenses which the government 

sustained to conduct its programmes in the previous years; 

3) Foreign grant is the monetary assistance which a country or any 

donor agency provides to another country to support its projects and programmes; 

4) Budget deficit is the excess of expenditure over the revenues during 

a period of time;  

5) Gross enrolment is the total number of pupils enrolled in schools, 

colleges, and universities according to the education sub-sectors adopted in this study; 

6) Universal primary education is the free primary education provided 

by all public schools in Malawi. In this fashion, pupils are not required to pay any 

school fees. Notwithstanding, learning materials are provided to them by the 

government; 

7) Urbanisation is the number of people living in the urban areas 

expressed as a proportion of the total population in the country; 
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8) Inflation is a sustained and persistent increase in the general price 

level in the economy (Ouanes and Thakur, 1997: 21);  

9) Elections mean general elections, comprising presidential and 

parliamentary elections in which the president and members of parliament are elected 

to run government business; 

10)   Globalisation is the degree to which the domestic economy is 

integrated into the international market in terms of external trade and international 

capital flow. However, globalisation embraces external trade only in this study;  

11)   Indirect tax revenue is the increase in net worth resulting from 

indirect tax charges on general consumption.  This is the revenue which is generated 

by levies on trade in terms of value-added taxes and trade tariffs on imports and 

exports, among others. 

12)   Public domestic debt is the amount of money the government 

borrows from the general public and banking sector to finance expenditure which is 

over and above the amount of the tax and non-tax revenue and grants; and 

13)   Public expenditure on agriculture is the sum of all expenses 

incurred in the agriculture sector in a particular year. 

However, this sub-section is mainly aimed at providing the operational 

definitions of the factors used in this study to show how they were measured.   Hence, 

Table 3.1 gives these definitions to provide clarity on how both the dependent and 

independent variables have been captured for the analysis in this study. 
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Table 3.1  Operational Definitions of Dependent and Independent Variables and 

Sources of Data 

 

Factor  Operational definitions  Source  

A. Dependent Variables  

GE Education spending as percent of total 

government expenditure 

Ministry of Finance.  

GP  Primary education spending as percent 

of total government expenditure  

″ 

 

GS  Secondary education spending as 

percent of total government expenditure 

″ 

GT  Tertiary education spending as percent 

of total government expenditure 

″ 

B. B.  Independent Variables  

PCG  Per capita GDP growth rates  World Bank Website.  

URB  Percentage of population living in urban 

areas as percent of total population  

National Statistical Office. 

GLOB  Sum of exports and imports as a percent 

of GDP  

National Statistical Office 

and Ministry of Economic 

Planning and 

Development. 

INF  Average annual inflation rates National Statistical Office. 

GEN Total number of pupils enrolled per year 

at each level 

Ministry of Education, 

Science and Technology. 

UPE Use  of dummies, 0 = value for years 

before introduction of UPE, and 1 = 

values for years after introduction of 

UPE 

Assigned by the 

researcher. 

TGE Total public expenditure as a percent of 

GDP  

Ministry of Finance. 
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Table 3.1 (Continued) 

 

Factor  Operational definitions  Source  

B.  Independent Variables 

AGRI Public expenditure on agriculture as a 

percent of total government 

expenditure.  

Ministry of Finance, 

Ministry of Economic 

Planning and 

Development, and 

National Statistical Office. 

GRANT  Amount of monetary aid given to 

government per year as a percent of 

GDP  

Ministry of Finance.  

ELT Use  of dummies, 1 = values for two 

years before, and a year of election, and 

0 = values for two years after election 

Assigned by the 

researcher. 

GEt-1  Lagged actual education expenditure as 

a percent of total expenditure  

Ministry of Finance. 

DEF  Budget deficit as a percent of total 

expenditure 

″ 

DEBT Domestic public debt as a proportion to 

total government expenditure 

Ministry of Finance and 

Reserve Bank of Malawi 

ITR Indirect tax revenue as a share of GDP Ministry of Finance. 

MS Growth rates of money supply (M2). Reserve Bank of Malawi. 

 

3.2.3 Income Distributive Effects of Public Expenditure on Education  

There are a number of factors used in assessing targeting and income-

distributive effects of public expenditure on education. Some of them are household 

income groups, household income, benefits which households get from public 

expenditure, and mean per capita expenditure, among others.  In this respect, 

operational definitions are also presented for the factors used in this part of the study 

to provide a picture as to how these were measured.  In addition, the periods when the 
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Household Integrated Surveys were conducted and the sources of data are also 

provided in Table 3.2.  The operational definitions are as follows: 

1) Household income groups are groups in which households are 

arranged from the poorest to the richest in terms of average per capita expenditure and 

then they are grouped in five groups, as per the Malawi Integrated Household Survey 

conducted in 1998, 2005 and 2011; 

2) The proportion of income for each household income group is the 

amount of income for each household income group expressed as a proportion of the 

total income of all household income groups; 

3) The per capita expenditure of each household income group is the 

expenditure for each household income group divided by the number of individuals in 

that particular household income group; and 

4) The proportion of pupils enrolled at each education level for each 

household income group and region is the ratio of the number of pupils enrolled at 

each level of education for each household income group and region to the total 

number of pupils enrolled in all groups and regions.  
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Table 3.2  Operational Definitions and Sources of Data under Income Distribution 

 

Variable  Years of Study  Source of Data 

1. Public expenditure on all education 

levels  

1998, 2005 and 

2011 

Ministry of 

Finance.   

2. Household income groups and 

regional groups  

″ National Statistical 

Office. 

3. Average number of members per 

household in each group and region 

″ ″ 

4. Per capita expenditure ″ ″ 

5. Proportions of pupils enrolled at 

each education level for each 

household income group and 

region  

″ ″ 

6. Proportions of income for each 

household income group to total 

national income 

″ ″ 

 

3.3 Data Collection 

 

Secondary data on public expenditure on education at all of the levels 

highlighted above and the independent variables for the period of 31 years, from 1980 

to 2010, were collected.  In addition, the economic and demographic data on the 

Integrated Household Surveys were also collected for 1998, 2005 and 2011.  

Specifically, this covered the data on the number of pupils, households, the average 

number of members per household, the mean per capita expenditure and proportions 

of income for each household income group and region.  Where possible, the 

Integrated Household Survey reports (National Statistical Office, 1998, 2005, 2011) 

were also used for verification purposes.   
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The exercise covered a period of almost three months, from August to 

October, 2012.  In view of this, official requests for the data signed by the Director of 

Planning in the Ministry of Economic Planning and Development were sent to the 

Ministry of Finance, Ministry of Education, Science and Technology, National 

Statistical Office, Department of Accountant General, Budget Division, and three 

education division offices across the country.  In addition, emails were also sent to the 

University of Malawi and Mzuzu University to supply data on their respective 

expenditure levels and gross enrolment figures. 

Several visits were made in order to obtain official and unofficial documents 

and datasets from different government agencies. In some cases, consolidated data 

were not available for collection.  In this respect, desk research in the respective 

institutions was conducted to extract data from various documents.  In this case, both 

the researcher and research assistant were involved in the exercise.  For the 

expenditure data before 1990, the Government Archives in Zomba, about three 

hundred kilometres from the government central offices, was visited as well.  Both 

Mzuzu University in the Northern Region and the University of Malawi in Zomba in 

the Southern Region were also visited. 

In addition, qualitative data were also gathered by using both individual and 

group interviews. The main thrust was to understand how the financial resources to 

the education sector are allocated by the Ministry of Finance.  Basically, the focus 

was on the factors which the ministry takes into account when allocating funds to the 

Ministry of Education, Science and Technology, and other related institutions.  

Additionally, an effort was made to understand how the financial resources within the 

Ministry of Education, Science and Technology are apportioned amongst its 

departments, divisions, colleges and schools. Issues relating to policy development at 

macro and micro levels, and the structure of the education system in Malawi, were 

also touched upon during the interviews, although much of the information was 

provided in the documentations from both ministries and the Ministry of Economic 

Planning and Development. 

Group interviews were conducted in the Ministry of Finance, where the 

Director of Budget and his Deputy, as well as the Assistant Budget Director and Desk 

Officer (Education), were in attendance. However, all of the interviews in the 
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Ministry of Education, Science and Technology were conducted with individual 

government officials.  Hence, the interviews were carried out with the Director of 

Basic Education, Deputy Director (Higher Education), Chief Education Officer 

(Secondary Education), Head of Budget Section and Division Managers in their 

respective offices.  In view of this, the Northern Education Division, the Central West 

Education Division, and the South West Education Division in the north, central and 

southern regions, respectively, were also visited. 

A semi-structured questionnaire was used to guide the interviews. In this 

respect, probing during the interviews was greatly used to understand the subject 

matter well.  Field notes were taken and recording of the proceedings was done where 

consent was given to do so.  In fact, almost all of the interviews were fully recorded 

for details and ease of reference.  This was possible because there was high 

cooperation on the side of the interviewees.   

In addition, the field notes and recordings were transcribed soon after the 

interviews, and this led to the establishment and grouping of themes and sub-themes 

which fed into the reporting of issues explored in the two ministries.  Hence, a 

narrative on the factors determining the amount of financial resources to the Ministry 

of Education, Science and Technology and various components within the ministry, 

the development of both national and education policies, and the structure of 

education system in Malawi are given in Chapter 4. 

 

3.4 Data Analysis 

 

3.4.1 Factors Affecting Public Expenditure on Education 

In this first part of the study, all of the factors used are parametric in nature.  

Hence, the Standard Multiple Linear Regression Analysis method was employed 

using SPSS 16.0.  This was conducted in order to assess the effects of all independent 

factors on public expenditure on education in general and its subsidiaries.  In this 

case, proportions, except for the gross enrolment numbers, as seen in Table 3.1, were 

used for analysis.   

It is worth noting that public expenditure on administration and general 

services was shared among primary, secondary, and tertiary education levels based on 
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the ratios of pupils at each level.  Hence, expenditures on these levels are inflated by 

the amount of some expenditures incurring at the administration and general-services 

level in the Ministry of Education, Science and Technology.  The understanding is 

that the beneficiaries of such expenditure are the pupils or their guardians, as already 

pointed out in the literature cited above.  Hence, the proportions to the total 

government expenditure provided here are likely to be different from those which 

would have been found if administration and general services costs were excluded.  It 

is also important to note that for the period to 1987, public expenditure incurred by 

the university was part of the Ministry of Education, Science and Technology.  

However, starting from 1988, subventions to public university were recorded under 

Ministry of Finance and do not form part of the budget for the Ministry of Education, 

Science and Technology. However, these were taken into consideration for analysis. 

3.4.1.1  Test for Outliers 

Before conducting the Standard Multiple Linear Regression Analysis, 

tests for normality, linearity, homoscedasticity, autocorrelation, multicollinearity, and 

outliers were done.  Using Explore under descriptive statistics, preliminary tests were 

conducted to check the outliers on both dependent and independent variables 

individually by using scores, histograms, and box plots, among others.  A few 

variables had outlying values and these were corrected by replacing the outlying 

values with the sum of the preceding value plus one (Tabachnick and Fidel, 2007). In 

some cases, the variables were transformed.  The main purpose was to make sure that 

the variables obeyed the requirements of normality and homoscedasticity.  In the case 

of population, there were a lot of outlying values.  Hence, this was excluded as an 

independent variable in this study.  In addition, during the running of the regression 

analyses, outliers were tested by looking at standardised standard errors, Mahalanobis 

distances, and Cook’s distances. At this level, there were no concerns regarding the 

outliers.  

3.4.1.2  Tests for Normality, Linearity, and Homoscedasticity 

In carrying out a regression analysis, it is important to establish that 

both dependent and independent variables are normally distributed around their 

respective means. By using Explore, a number of factors were assessed to ensure that 

they were normally distributed. In this respect, the levels of skewness and kurtosis, 
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which measure the distribution of values around the mean and the peakness of normal 

distribution curves, respectively, were observed. It is a requirement that the values of 

skewness and kurtosis should be zero in ideal cases.  However, these values were 

close to zero in the tests conducted in this analysis.  Further, the normality of the 

variables was also checked by looking at the significance of the Kulmogorov-Smirnov 

coefficients.  If the coefficients are significant, it means that the variables are not 

normally distributed (Tabachnick and Fidel, 2007). This was the case with the gross 

enrolments at the primary school level, meaning that it failed to pass the normality 

test.  In view of this, it was removed from the models.  Therefore, the coefficients for 

the remaining variables were not significant, showing that there were no problems 

with normality.  Therefore, all of the variables used in the analysis were normally 

distributed. 

3.4.1.3  Tests for Multicollinearity and Autocorrelation 

The problems with multicollinearity, which is a high correlation 

between the independent variables, make the significance of the model variables 

difficult or unattainable in most cases. According to Tabachnick and Fidel (2007) and 

Pallant (2007), the correlation between any independent variables of values above 

0.70 indicates the presence of multicollinearity. In view of this, multicollinearity was 

assessed at two levels.  First, the values of the Pearson correlation coefficients 

(Appendices A) were observed to see how they related to each other.  In this case, 

universal primary education was highly correlated with levels of grants and secondary 

gross enrolments. 

To resolve multicollinearity problems, there are one or two solutions.  

Either one has to remove the variables which weakly correlate with the dependent 

variables if two highly-correlated independent variables are compared at a time or to 

compute the composite variable.  In an extension of the latter, one can run a 

regression analysis taking a weak independent variable as a dependent variable.  This 

is to determine how much influence the strong variable has on the weak variable.  In 

this case, the differences between the predicted and real values are computed as 

residuals and used in the analysis. Therefore, the residual values for grants (logged) in 

the model on the general education and primary education sub-sectors were used 

because of the presence of universal primary education dummies at those levels of 
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education. The residual values of gross enrolment (squared) in secondary education 

were also used in the analysis at the secondary-education level, although the dummies 

of the universal primary education were taken out of the model, as detailed in 

descriptive statistics sub-section below. 

At the model level, multicollinearity was also checked by observing 

the values of both Tolerance and the value of inflation factor (VIF).  Tabachnick and 

Fidel (2007) and Pallant (2007) assert that the values of Tolerance, which is the 

inverse of the VIF, should be above 0.10 to signify the absence of multicollinearity.  

On the other hand, the values of the VIF should be less than ten to show that there is 

no multicollinearity problem.  Both indicators were within acceptable zones, 

indicating that multicollinearity was not a concern (see Tables 5.2 to 5.6). 

In addition, the tests were also carried out to check the existence of the 

serial correlation (autocorrelation) in the models that were run.  This is a concern 

when time series data are used in the regression analysis, as past values correlate 

highly with other values of the same variables in the following years.  This was done 

by assessing the values of the Durbin-Watson (DW), which is supposed to take a 

value of two in ideal cases, showing that there is no problem of autocorrelation in the 

model (Dougherty, 1992). Actually, the concerns of autocorrelation become real when 

the DW values approach the value of one or three. In this analysis, the DW values in 

all models were close to two, falling below 2.30 and above 1.80.   

After the tests for normality, multicollinearity, autocorrelation and 

outliers, regression analyses were conducted in all four models on the factors 

affecting public expenditure on primary, secondary, tertiary, and general education 

levels in Malawi.  Hence, both descriptive and inferential statistics were produced 

based on their importance, as described below.  

3.4.1.4  Descriptive Statistics 

Descriptive statistics were generated to show the particular 

characteristics of both the dependent and independent variables.  Of particular 

importance was the assessment of the relationships between the dependent variables 

and independent variables to see whether there were justifications for use of the 

Standard Multiple Linear Regression Analysis method and confirmation of the claims 

made in the theories presented in Chapter 2.  Hence, Pearson correlation coefficient 
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tables were requested in the analysis to check these relationships as well as the 

presence of multicollinearity, as reported above. 

In addition, it was also important to observe the annual averages of the 

variables for the entire period.  Additionally, the dispersions of variables around the 

mean were also generated to see how different the values of the variables were from 

each other in general terms.  The ranges were also generated to assist in gauging how 

wide the gap was between the minimum and maximum amounts of public expenditure 

on education and independent variables during the period.  If the range was very 

large, it meant that there had been drastic changes in the movement of the factor 

concerned and vice versa.  

3.4.1.5  Inferential Statistics 

Consequently, inferential statistics assess how each factor affects the 

growth of public expenditure on education while controlling for other factors. Hence, 

the unit change in each independent variable associated with the corresponding 

change in the public expenditure on education was of great interest in this analysis.  In 

addition, the significance of each factor in influencing the behaviour of public 

expenditure on education was also observed, as this assists in couching policy 

interventions whenever significant factors are in sight.  

It was also important during the analysis to assess how the factors in 

each model explained the change in public expenditure on education and its sub-

sectors.  In view of this, the models were run to attain significant factors and to come 

up with the highest possible levels of variance.  This was particularly so in the models 

on secondary and tertiary education, in which there were no significant factors when 

all of the variables were included in the first place.  Hence, some factors, particularly 

those that were weakly correlated with the dependent variables, were removed.  

Tabachnick and Fidel (2007) recommend that if the factors have Pearson correlation 

coefficients of less than 0.30, one should consider taking them out.  This was the 

criterion used in removing the factors from the models on secondary and tertiary 

education levels in order to obtain significant models and factors.  However, it should 

be noted that in some circumstances, the factors had very low Pearson correlation 

coefficients with the dependent variables and removing them drastically reduced the 

impact of the model on public spending on education or rendered the whole model 
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insignificant altogether.  Therefore, some of the factors which had Pearson correlation 

coefficients lower than 0.30 were retained in the models for practical reasons. 

In addition, some other factors, such as public debt, growth in money 

supply, public spending on agriculture, and total public expenditure, were added to 

the models as independent variables.  Other factors were also included in the model to 

get as high a variance as possible.  The variables that were included and subsequently 

removed were exchange rate, industrialisation (agriculture population as an inverse of 

industrialisation), direct tax revenue, and total tax revenue, as well as public spending 

on transport, defence, health, administration and general services, and pension and 

gratuities.   Their presence in the models reduced the sizes of variances and the 

models were hardly significant, with very few or no significant factors at all. 

Hence, the removal and addition of some of the factors from and to the 

models improved the values of variance and made the models at the secondary and 

tertiary education levels significant with significant factors in the end.  Otherwise, the 

models and factors were insignificant when the factors in the original models (see 

Appendix B) were used.  

 

3.4.2 Income Distributive Effects of Public Expenditure on Education 

There are different approaches to analysing the effects of public expenditure 

on education on income distribution. Some of them capture the effects of increasing 

or decreasing the levels of public expenditure, while others are used to assess the 

benefits in a particular year. For example, it is possible to reflect the effect of 

changing the expenditure levels from one year to another by using demand models, 

which are microeconomic in nature.  Hence, one set of analysis covers more than one 

year in this respect. The other approach is the Benefit Incidence Analysis (BIA), 

which concentrates its analysis on a particular year at a time and ignores the sense of 

dynamism discussed above.  Hence, if two or three years are considered, three sets of 

analyses are conducted, each set associated with each year.  Therefore, this approach 

is recursive if the study covers a period of more than one year. 

This study has used the BIA because this method has a number of advantages 

at the macro level which are of interest in this research.  For example, the BIA gives 

an approximation of the share of the benefits that the households or its members get 
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(Yaqub, 1999: 2); assists in targeting budget allocations; plays a pivotal role in 

evaluating the budget expenditures; and helps authorities in relocating the budget to 

the underprivileged households and individuals in order to improve the income 

distribution in the country (Selden and Wesylenko, 1992: 3-4). These fit very well 

with the requirements of this research and this is the reason why it was decided to use 

this method.  In this respect, the BIA was used to assess the targeting and distributive 

effects of public spending to households with the children at primary, secondary, and 

tertiary education levels in their respective household income groups in Malawi. 

The household income groups established by the Integrated Household 

Surveys in 1998, 2005 and 2011; the average per capita expenditure per year; the 

number of households; the average number of members per household; and the 

number of pupils in each household income group were crucial and these were, except 

for the number of pupils, used to calculate the annual income per year for each 

household income group by multiplying the average per capita expenditure by the 

number of households and the average number of members per household in each 

household income group.  

The computation of public expenditure per each household income group and 

region was also undertaken.  With regard to targeting public expenditure on 

education, the proportions of students in each household income group and region 

were used to apportion the public expenditure in the respective household income 

groups and regions.  This was the case because the students are the ones enjoying the 

benefits from public expenditure.  Hence, public expenditure was allocated in respect 

to their numbers in these groupings.  This is also justified because public expenditure 

for the years under review was not available for each household income group and 

region.  Hence, the use of the proportions of students in each household income group 

or region was the right way to compute expenditures per household income group and 

region.   

Public expenditure policy on education was assessed as to whether it favours 

the poor or rich households in Malawi by computing the proportions of the benefits 

each region and household income group received relative to total expenditure on 

education.  This assists in seeing how expenditure is targeted by comparing the 

proportions across household income groups and regions at all stages of education.  
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Hence, higher proportions going to household income groups or regions means 

targeting that favours those groups or regions.  Hence, this method was used to assess 

how public expenditure was targeted to the households in the household income 

groups and the regions across the country. 

In assessing the distributive effects of public expenditure policy in Malawi, the 

public expenditure per household income group was added to the income in that 

particular household income group to come up with new cumulative household 

income after the execution of public expenditure policy on education.  The new 

income proportions per each household income group were also computed to see 

whether public expenditure on education improved income distribution in the 

respective household income groups.  This was done by taking the ratios of the 

cumulative income levels per household income group to the new and computed total 

national income, which was found by adding all of the cumulative income levels of all 

household income groups.   

Consequently, a comparison of the proportions of the income of households in 

each household income group was made before and after public expenditure was 

added.  It should be noted that the income proportions of the household income 

groups before the execution of public expenditure were provided by the NSO, as 

already stated.  On the other hand, the proportions of household income after public 

expenditure programmes were implemented were computed, as stated above.  If the 

proportions of the income in each household income group after adding public 

expenditure were higher than those before adding public expenditure, public 

expenditure policy increased income distribution. Furthermore, if the income 

proportions of poor household families increased, while those of the rich household 

families declined, public expenditure policy led to the increase in income equality in 

the economy.  However, if the opposite was observed, the policy increased income 

inequality in the country. 

While observing the proportions of income of the households by household 

income groups is revealing in terms of assessing whether the public expenditure 

benefited the poor or not, confirmation of the results by applying an alternative 

approach was necessary during the analysis.  Therefore, Gini Coefficients were 

calculated at each level of education to assess whether indeed the picture portrayed by 
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the changes in the proportions of income in each household income group was valid.  

Naturally, when the proportions of the income of the poor households to national 

income increased, the corresponding Gini Coefficients decreased, meaning that 

income inequality has declined. The opposite is also true. When the proportions of 

income of the poor households to national income decreased after adding public 

expenditure to income, the Gini Coefficients increased, signifying growth in the 

income inequality in the country.   

In this respect, the Gini Coefficients in this study were computed using the 

following model:  

  

Gini coefficient = 1 + 1/N-2(Nx1+ (N-1) x2+...+2n-1+xn)/NX 

 

Where N = number of household income groups. There are five 

household    income groups; 

X = proportion of income of all household income groups, that 

is, 100 percent,   and 1, 2...n represent numbers of house 

income group; and  

x = proportion of income of each household income group to 

the total income. 

 

The difference between the Gini Coefficients, that is, the coefficient calculated 

after public expenditure was added to income and the one computed before 

expenditure was added to income, is known as the Kakwani Index.   If the Kakwani 

Index is positive, income inequality in the economy is worsening and when it is 

negative, the gap between the poor and the rich is closing up (Cubero and Holler, 

2010:9).  This is an easy way to assess the levels of income equality before and after 

public expenditure policy is executed to see whether implementation of public 

expenditure policy is contributing to poverty reduction or not. 

3.4.2.1  Weaknesses of the BIA 

While the BIA is simple and widely used in planning and evaluating 

public programmes (Yaqub, 1999), a number of criticisms have been levelled against 

it.  In this paper, the concerns raised are appreciated and the BIA is used with full 
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knowledge of its weaknesses, which are as follows:  

1) The BIA has a weak conceptual framework that does not 

reflect the behaviour of either the government or households/individuals in allocating 

the benefits and enjoying them.  This is captured under the demand functions at the 

microeconomic level; 

2) It is also argued that it is difficult to compute actual 

benefits that individuals or households receive from government services.  In view of 

this, the BIA assumes that the cost of providing  these services (public expenditure) is 

equal to the benefits accruing to the beneficiaries;  

3) It is also difficult to factor in all of the budgetary costs for 

providing government services, meaning that even the estimated benefits to the 

beneficiaries are understated.  This may be a valid point even in this study.  The 

education sector in Malawi has many players whose expenditure may be difficult to 

capture in full;   

4) All computations are confined to a particular year and it is 

not possible to estimate benefits in a continuum from one year to the other.  If that is 

to be done, the whole process is to be repeated for the years of reference. It is, 

therefore, a repetitive and tedious approach; and 

5) The BIA hardly reflects the changes in the quality of the 

services or tastes of the beneficiaries because there is use of aggregates and averages, 

assuming that all beneficiaries enjoy government services equally (Davoodi et al., 

2003: 15).    

Therefore, a weak conceptual framework is appreciated and 

acknowledged in the study.  However, the use of the BIA is important because of its 

advantages and focus on the macro picture, guiding authorities at the central 

government level to know the effects of their policy initiatives and to take the 

necessary steps in addressing the policy problems. 

 

3.5 Challenges and Limitations 

 

Despite gathering almost all of the required data for the research, the process 

of data collection was confronted with a number of challenges.  The period was a bit 
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short to collect and consolidate all of the required data. In view of the time 

constraints, some data were submitted very late for analysis and this affected the 

process of developing this dissertation.   

Another important problem was that despite submissions of requests for data 

in time, some agencies were not able to supply all of the data, which were requested.  

Hence, the gaps were closed up by extracting data from various reports from 

government agencies. In some cases, extrapolation was conducted, particularly on 

recurrent expenditure on transport, agriculture, defence and other sectors listed above 

between 1992 and 1996. However, the data for the education sector were complete.   

Therefore, this chapter provides insights into how the dependent and 

independent variables were measured; the type of analysis used and the reasons 

behind choosing them; the processes undertaken in the data collection and analysis; 

the challenges faced in obtaining the research data; and justifications for some of the 

changes undertaken in this paper as opposed to the state of affairs in the original 

dissertation proposal. 

 



  

CHAPTER 4 

 

THE DEVELOPMENTS IN THE EDUCATION SECTOR IN 

MALAWI 

 

Malawi lies to the south-east of the African continent bordering Tanzania on 

the north-eastern side, Zambia on the western side, and Mozambique to the south-

western, southern, and south-eastern sides (see Figure 4.1).  The country has a 

population of 13.20 million people with a national literacy rate of 65.00 percent for 

people 15 years of age and above. In the urban setting, the literacy rate is at 89.00 

percent whereas in rural areas the rate is at 61.00 percent.  On the gender basis, the 

literacy rate for male citizens is at 74.00 percent while females are 57.00 percent 

literate (National Statistical Office, 2011). 

Toward the end of the last decade, Malawi registered strong economic growth 

mainly due to good macroeconomic policies such as the introduction and expansion of 

the input subsidy programme, which led to increased agriculture production covering 

the period 2006 to 2010.  Good weather was one of the attributes of this economic 

performance such that economic growth was 8.90 percent in 2009.  The inflation and 

exchange rates were also stable and conducive to sound economic performance. 

 

Table 4.1  GDP Growth Rates, Inflation and Exchange Rate (US$/Malawi Kwacha) 

 

Indicator 2006 2007 2008 2009 2010 
GDP Growth 6.7 8.6 8.30 8.9 6.7 
Inflation 13.30 8.00 8.70 8.40 7.40 
Exchange Rate 127.20 140.00 140.50 141.20 150.50 
 

Source:  Ministry of Economic Planning and Development, 2011. 

World Bank, 2010. 
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Figure 4.1  Map of African Countries Including Malawi 

Source: Google Map. 

  

4.1 The National Development Policy and Education Sector     

 

Since 1964 when Malawi got its independence, there have been a number of 

efforts to develop the country, both economically and socially, through the formation 

of development policies that encompass issues in various sectors, including the 

education sector.  Before the turn of the century, Malawi used to have Malawi 

Development Policies as guiding tools on her development endeavours.  However, 

Malawi developed the Malawi Poverty Reduction Strategy Paper in 2002 as a national 

development policy.  The main goal of this policy was to achieve sustainable poverty 

Malawi 



66 
 

reduction through empowerment of the poor. In order to undertake this, there were 

four pillars, which included the promotion of rapid sustainable pro-poor economic 

growth and infrastructural transformation, enhancement of human capital 

development, improvement of the quality of life of the most vulnerable, and the 

promotion of good governance (Government of Malawi, 2002: 3). 

Focusing on the second pillar, the government’s main goal was to ensure that 

the human capital of the entire population was developed to fully participate in the 

socio-economic development of the country. At the national level, the focus in this 

case was placed on the need to improve quality and relevance, and access and equity, 

in the education sector covering all structures of the education system, as presented 

below.  The government committed itself to making available the necessary resources 

to the education sector in order to realise the dreams couched in the national 

development policy.  Additionally, the government clearly declared in its policy that 

basic education was the priority sub-sector. The Malawi Poverty Reduction Strategy 

lasted for a period of five years, to 2005.  Therefore, in 2006 Malawi launched 

another national development policy, the Malawi Growth and Development Strategy, 

for five more year—from 2006 to 2011. The goal of this strategy was to achieve 

strong and sustainable economic growth, build a healthy and educated human 

resource base, and protect and empower the vulnerable.  As can be viewed up to this 

point, education has been featured as a priority area.  Especially, this development 

policy emphasised the need to increase access and retention at all levels; improve the 

quality and relevance of the education being provided; improve equity, management, 

and supervision; and the training of more teachers for both primary and secondary 

schools. Deliberate mention was made in the policy to ensure that additional 

classrooms were constructed, school supplies were provided, and teachers were 

trained (Government of Malawi, 2006). 

While the period under review in this study ends in 2010, it is important to 

mention that after the successful implementation of the Malawi Growth and 

Development Strategy, Malawi also developed and launched another national 

development policy called Malawi Growth and Development Strategy II, whose main 

goal is to continue reducing poverty through sustainable economic growth and 

infrastructure development.  In its thematic areas, the education sector still is featured 
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highly as part of the themes on social development in which the education, science, 

and technology are accorded high priority status as well.  The goal is to ensure better 

access and equality, relevance and quality, good governance, and efficient 

management in the education sector of the country.  By the same token, the policy 

aligns itself with the Millennium Development Goals on achieving universal primary 

education and the promotion of gender equality and women’s empowerment 

(Government of Malawi, 2011: 30).   Hence, the Government of Malawi through her 

national development policies has given much support to the education sector in order 

to develop the human capital in the country.   

 

4.2 The Development of Education Policy and Education Policy Reforms 

 

The period of education activities can be presented in three broad categories 

according to Ng’ambi (2010).  The first is the time before independence, running 

from 1891 to 1963, when education was in the hands of the missionaries and the main 

goal was to let people in the country read the bible at that time.  The second era was 

between 1964 and 1994, a period after the country achieved independence.  Early 

during this time, the government’s main goal was to develop a skilled and educated 

citizenry in order to fill the vacancies left behind by the British citizens after 

independence.  Lastly, the period runs from 1994 to date.  Therefore a number of 

education policies bearing different names over time were developed. 

 

4.2.1 Education Policy Developments 

With the focus on creating local capacity to work in the government and 

private sector, the Government of Malawi, with assistance from the United States, 

developed the first Education Plan in 1965, with particular focus on higher education 

in order to develop a skilled labour force to work in the economy soon after 

independence.  In this vein, little attention was placed on other sub-sectors of 

education and the plan was not comprehensive in covering other areas of education in 

Malawi.  This prompted the development of another Education Plan covering the 

period 1973 to 1980.  This policy aimed at aligning the curricula relevant to socio-

economic and environmental needs, maximising the utilisation efficiency of the 
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existing resources and equitably distributing education facilities and resources 

(Ministry of Education, Science and Technology, 2009).  The focus was also placed 

on higher education.  In addition, more primary and secondary schools were 

developed to support higher education.  This plan also lacked details, despite focus on 

primary and secondary schools.  Further, emphasis on management issues and the 

financial implications of the policy itself was not assessed fully. 

Another Education Plan for the period running from 1985 to 1995 was 

formulated with the goal of consolidating the education policies at all levels of 

education, including education programmes in other public enterprises, to ensure a 

proper balance in the use of the resources allocated to the entire education sector in 

Malawi.  This policy aimed at equalising educational opportunities, enhancing 

efficiency in the education system, and improving physical and human resources 

(Ministry of Education, Science and Technology, 2008).  This was a comprehensive 

and exhaustive plan, but it lacked a sense of prioritisation of activities in the education 

sector.  

For the period up to 2005, education was guided by the Policy and Investment 

Framework, which was developed in 2000 by the ministry and other stakeholders.  

The main goal of the framework was to ensure the implementation of universal 

primary education. In pursuit of this there were four objectives of the policy, which 

were as follows: to increase access to educational opportunities for all Malawians at 

all levels of the education system; ensure that Malawi's education system did not 

intensify existing inequalities across social groups and regions; maintain and improve 

the quality and relevance of education; and develop an institutional and financial 

framework that would sustain Malawian schools and students into the future (Ministry 

of Education, Sports and Culture, 2001).  

The policy was particularly developed to address some of the challenges 

identified in the education sector at the time. Among other problems, limited and 

unequal access to educational opportunity, declining education quality, poor planning 

and management capacity, and inadequate financing were singled out for government 

attention.  However, this framework did not solve the problems holistically, partly 

because it also suffered from a lack of prioritisation of the programmes.  It has been 

argued that the issues of capacity and systems were not tackled by the policy.  Despite 
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these limitations, the policy was comprehensive in nature. 

The National Education Sector Plan was the last education policy crafted in 

2008 to cover the period from 2008 to 2017.  The main goal of the policy is to provide 

quality and relevant education to the Malawi nation. In pursuit of this policy goal, the 

government is positioned to expand equitable access by Malawians to education to 

enable all to benefit; improve the quality and relevance of education to reduce drop-

outs and repetition and promote effective learning; and improve the governance and 

management of the system to enable more effective and efficient delivery of services 

(Government of Malawi, 2009). 

While the other afore-going education policies suffered a lack of prioritisation 

and details, the National Education Sector Plan was developed to address a number of 

concerns in the domain of management and finance as well.  For example, the plan 

was couched to consolidate education sector development strategies and policies into 

one implementable output and result-based framework, with linkages to existing 

financing mechanisms and allowance for future reviews.  In addition, the plan covers 

all levels of education and sub-sectors for a period of ten years.  There are also issues 

of implementing the international covenants, agreements, and protocols in the 

education sector of the country to be in line with other nations, which also ratified 

them (Government of Malawi, 2008).  

 

 4.2.2 Education Policy Reforms 

A lot has happened since Malawi got independence in 1964.  Generally the 

first policy change which took place in Malawi was the redirection of attention—from 

targeting higher education to earmarking primary education as a priority sub-sector, 

while other sectors were also treated with particular attention.  This can be clearly 

observed if one looks at the trends of public expenditure on primary education and 

other education sub-sectors (see Figures 4.7 and 4.8).  In government 1980s, primary 

education received low levels of expenditure compared to other education sub-sectors.  

However, this changed early in the 1990s particularly because in the 1991/1992 fiscal 

year the government abolished the fees on grade one in primary schools.  It further 

removed fees for grades two and three in the 1992/1993 and 1993/1994 financial 

years (Kadzamira and Ross, 2001).   
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The major education policy reform which the government has carried out over 

the period was the adoption of a free primary education policy in 1994.  This was 

introduced by the new party that won the general elections in May of that year and 

formed the first and new government under a multiparty system of government.  

Other ancillary policy reforms followed. For example, the government also abolished 

the requirement for pupils in primary schools to wear uniforms soon after the 

declaration of free primary education, making it easier for the pupils from poor 

families to go to school.  The government also provided teaching and learning 

materials, recruited primary school teachers, and expanded the sites for schools 

(Kadzamira and Ross, 2001). 

A number of factors accounted for the adoption of the free primary education 

policy in Malawi.  One of the reasons was that the government was responding to 

international agreements such as those on Education for All and the declaration on 

Universal Primary Education by the Jomtien Education Conference in Thailand in 

1990.  In addition, Kadzamira and Ross (2001) claim that during the campaign period 

before the presidential and parliamentary elections in May, 1994, the United 

Democratic Front Party pledged to abolish school fees for primary education.  Hence, 

upon winning the elections the party had to honour its political promises.  Kadzamira 

and Ross further argue that during this time, donors in Malawi had refocused their 

priorities toward primary education away from Malawi’s traditional area of higher 

education.  This might also have led the government at that time to change its heart 

towards free primary education.  Last, the World Bank conducted a benefit incidence 

study in Malawi and the results showed that a great deal of benefits in the education 

sector accrued to the rich households (Hango, n.d.).  These might have been the 

source and origin of the major policy change towards free primary education. 

Soon after 1994, there was also a major policy shift towards participation of 

the private sector in providing education services in Malawi.  Hence, the sector was 

liberalized to allow private schools to participate in offering primary, secondary, and 

tertiary education.  In view of this, many private schools and colleges began to 

operate. At the university level, for example, there were a number of accredited 

private universities, such as the University of Livingstonia, Malawi Catholic 

University, the Seventh Day Adventist University (Ng’ambi, 2010) and The Exploits 
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University, among others.  At the primary and secondary education levels, many 

institutions participated. 

In order to enhance management and financial prudence at the local level, the 

government decentralized primary education to the district councils in 2005 and 

secondary education to the education divisions across the country.  By 2006, 99 

conventional secondary schools were decentralised (Ministry of Economic Planning 

and Development, 2006).  In the same vein, some financial resources to primary 

schools went through the local government, while others were provided directly to 

these schools by the Ministry of Finance.  On the part of secondary schools, technical 

and vocational colleges and public universities, funding was provided directly from 

the treasury.  In view of these reforms, these institutions were cost centres and were 

held accountable for the use of public funds.  However, except for the technical and 

vocational colleges and public universities, the budgets for the primary, secondary, 

and teacher training colleges were part of the Ministry of Education, Science and 

Technology.  

The other policy reform was to harmonise and consolidate the secondary 

education by converting all DCEs to CDSSs in 1999.  This has already been stated 

above and here it resurfaces to show that it was one of the major policy reforms that 

took place in the education sector.   

These are some of the education policy reforms which have been undertaken 

to improve the implementation of education projects and programmes in the country.  

It is possible that there are other policy reforms that have taken place and are not 

reflected in this report. Those possibilities are therefore acknowledged. 

 

4.3 Structure of the Education System in Malawi 

 

The structure of the education system has been characterised by a number of 

changes during and even before the period under review in this study. For example, 

basic education currently comprises pre-school, primary, out-of-school youth, and 

adult literacy education. As a result, the provision of education in this regard is the 

responsibility of more than one ministry, as explained under primary education 

section.  In addition, the responsibility of providing technical and vocational training 



72 
 

has been moving back and forth between the education and labour ministries as 

described in the tertiary education sub-section below. Despite these changes, the 

structure has consistently been composed of three main tiers: primary, secondary, and 

tertiary education sub-sectors, as illustrated in Figure 4.2 below. 

 

 

Figure 4.2  Structure of the Education System in Malawi 

Source:  Ministry of Education, Sports and Culture, 2001.  

Note:  PSLC is the Primary School Leaving Certification, JCE is the Junior 

Certificate of Education and MSCE is the Malawi School Certificate of 

Education. 
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Primary education is part of the basic education in Malawi, which is composed 

of pre-school education, catering to the children that are five years and below; 
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primary education for children of six to 13 years of age; education for the out-of-

school children or youth; and adult literacy, which is aimed at providing literacy 

education to those beyond the age of primary school-going population (Ministry of 

Education, Science and Technology, 2008).  The last two categories are not directly 

under the Ministry of Education, Science and Technology.  The youth education is 

provided by the Ministry of Youth Development and Sports, while adult literacy is 

under the Ministry of Women and Child Development.  It is worth emphasizing that 

the focus in this research is on primary education only and the other parts of basic 

education are not discussed here. 

  Primary school education has eight grades, which are in two major 

categories.  The junior primary education is provided in the first five classes, that is, 

from grade one to grade five, although in other classifications this is further split into 

infant level for grades one and two and junior primary education for the other three 

years.  In most cases, this is the area which has a high concentration of pupils in 

school, particularly after the adoption of free primary education in 1994.  

The senior primary section begins in grade six and ends in grade eight. Upon 

reaching grade eight, students are required to sit for national examinations which are 

administered by the Malawi National Examination Board (MANEB).  Pupils that pass 

these examinations are awarded the Primary School Leaving Certificates (PSLCs) and 

those that pass very well are selected into the public secondary schools. However, due 

to limited places in the public secondary schools, the remaining pupils whose parents 

have the ability to meet the cost of their secondary education are enrolled in private 

secondary schools.  On the other hand, the pupils that repeat a class or drop out at that 

level pursue other economic endeavours in their after-school lives.  It is also 

commonplace to see a number of pupils dropping out of school even before they reach 

class eight.  This is one of the policy problems which haunt the education sector in 

Malawi. 

 

4.3.2 Secondary Education 

The secondary education is provided by both public and private institutions in 

Malawi. The private sector became more important soon after 1994 when the 

government liberalised the provision of education in Malawi following the change of 
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government from a one party system of government to multiparty dispensation.  

Secondary education is provided and accessed during the period of four years and it is 

also classified into two parts.  The junior secondary education covers the first two 

years of study by the pupils after passing their PSLC examinations. At the end of the 

period, students write the Junior Certificate of Education (JCE) examination, which 

guarantees them places in form three in the senior secondary-education section. 

However, students at this level can also enrol in the technical and vocational colleges.  

Upon completion of the class work in form 4, the students are also required to sit for 

the national examinations. Those that pass the examinations are awarded the Malawi 

Schools Certification of Education (MSCE), which as of now is one of the important 

certificates one has to get on two accounts.  First, the MSCE certificates are the basis 

for entry into the tertiary education sub-sector.  Hence, students get places in the 

primary teacher training colleges, technical and vocational colleges, and university 

colleges.  For those that do not make it to tertiary education institutions, there is a 

chance of gaining paid employment in both the public and private sectors. Hence, this 

is a window for one to fully participate in the process of socio-economic development 

in Malawi. 

It is also important to mention that prior to 1999, the public sector was 

providing secondary education in two parallel programmes.  Under the normal 

programmes, the pupils that passed very well were selected into the conventional 

secondary schools.  However, the places were not sufficient to accommodate the 

reasonable number of pupils that passed the PSLC. For this reason, government 

created Distance Education Centres (DECs) where the pupils with a PSLC could 

attain secondary education on their own accord based on the ability to pay the tuition 

fees.  Later on the secondary education was consolidated and the DECs were 

converted to Community Day Secondary Schools, which are run by the communities 

themselves with some financial support from the government.  The pupils are selected 

to these schools by the government as opposed to previous arrangements where pupils 

or the guardians were on their own in terms of looking for places in secondary 

education for their children. 
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4.3.3 Tertiary Education 

Tertiary education in Malawi takes different forms.  In this particular case, it is 

composed of three main dimensions, which are primary teacher education, technical 

and vocational training, and higher (university) education.  Although these are 

considered here, the observations have it that there are other components of tertiary 

education which are not normally featured under the categorisation of tertiary 

education by the Ministry of Education, Science and Technology.  Of particular 

importance are other colleges that produce health, agriculture, and community 

development personnel at the technical level.  These colleges fall under the 

jurisdictions of sectors other than the education sector in Malawi. Hence, they are not 

part of this classification of tertiary education and have not been covered in this study. 

Primary school teacher education is under the responsibility of the Ministry of 

Education, Science and Technology, which runs several teacher training colleges in 

Malawi.  The role of the private sector and faith-based organizations is also important 

in this area as they also have their own colleges in the country.  Teachers under 

normal circumstances are supposed to be in TTCs for a period of two years.  

However, there are other programmes, such as the Initial Primary Teacher Education, 

which do not require the teachers to spend two years before teaching.   In addition, the 

government also introduced a programme for serving primary teachers to get 

diplomas and degrees, particularly for head teachers and others capable for a period of 

three years.  Those that graduate are posted to the teacher training colleges and 

secondary schools (see Figure 4.2).     

On the other hand, secondary teacher education is also undertaken by public 

universities, particularly the University of Malawi and Mzuzu University.  However, 

agricultural teachers are also supplied by Bunda College of Agriculture.  Private 

universities do play a part as well in supplying secondary teachers in Malawi. 

Technical and vocational training has been moving back and forth between the 

Ministry of Education, Science and Technology and the Ministry of Labour and 

Vocational Training in Malawi.  However, this is currently the responsibility of the 

Ministry of Labour and Vocational Training.  There are also private technical colleges 

discharging the same duties.  The technical and vocational training targets mainly 

secondary school leavers for them to obtain the required skills for technical work in 
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public and private institutions.  The focus is also on the creation of self-employment 

through the provision of entrepreneurial skills to the trainees. Upon completion, the 

students receive certificates and diplomas.  Hence, the period of study varies 

depending on the type of training one pursues. 

Higher education is currently provided by three public universities; namely, 

the University of Malawi, Mzuzu University, and Lilongwe University of Agriculture 

and Natural Resources (LUNAR). LUANAR, under the name Bunda College of 

Agriculture, used to be part of the University of Malawi and it has just been 

established as a full university.  The students in these institutions are selected based 

on the requirements laid down by the government in general and the Ministry of 

Education, Science and Technology in particular.  The underlying principle is that the 

successful students at the MSCE level are selected to all public universities to study 

for at least four years.  It is also common that some students apply on their own for 

admission under the parallel programmes in these public universities.  Those that 

apply for places privately have to find their own accommodations and are not part of 

the government scholarship programme.  Hence, they pay higher levels of tuition fees. 

There are limited places in the public universities such that the private sector 

also flourishes in providing university education in Malawi.  As such, a number of 

students that pass very well at the MSCE level also apply and get enrolled in the 

private universities to study for bachelor degrees.  However, in both public and 

private universities students also apply for postgraduate degrees.  In terms of the 

master’s degree, the period varies roughly from 18 months to three years for them to 

qualify.  For the doctorate degree more years are spent studying following the British 

system in most cases. 

 

4.4 Public Expenditure on Education in Malawi 

 

Studying the levels of public expenditure and the factors that affect the 

allocation of funds to the education sector is important but not sufficient for a 

thorough understanding of other influences.  In this particular case, some efforts 

during the study were exerted to understand how the Ministry of Finance allocates 

funds to the education sector.  Additionally, it was also important to appreciate how 
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within the Ministry of Education, Science and Technology funds are shared to 

different activities in different departments, divisions, and sections, including schools 

and colleges.  Some light has been shed in this study to that effect. 

In addition, developments in public expenditure on education are also reported 

in this section in order to ascertain whether or not there has been consistency in the 

movements of public expenditure.  In view of this, a complete picture emerges as to 

how allocation at the macro level is done and this feeds into the chapters on the 

empirical results and the discussion.  Therefore, the subsequent sub-sections provide 

detailed accounts on the allocation of resources and the trends in public spending in 

the education sector.  

 

4.4.1 Allocation of the Financial Resources to the Education Sector 

There are many factors which are considered at macro level when it comes to 

the allocation of funds to the education sector.  Funding in this case refers to both 

amounts appropriated by the National Assembly during the budget sessions and the 

funding levels provided by the Ministry of Finance to the education sector, including 

the Ministry of Education, Science and Technology and its associated organisations, 

on a monthly basis.  The Ministry of Finance asserts that the guiding principle for 

allocating resources to the sector is the Malawi Growth and Development Strategy.  In 

this policy, education has been earmarked as a priority sector as such adequate 

resources are supplied to that effect.  Hence, the ministry emphasized this point by 

saying the following:  

 

We have Malawi Growth and Development Strategy and within that 

we have priorities.  Education is one of them, agriculture and food 

security is another.  When it comes to resource allocation, we have a 

reflection on these priorities in the government as a whole. We also 

take into consideration some of the policies that are emerging.  For 

example, if tomorrow environment becomes a priority, we shift 

resources to that. The priorities may be arranged in a certain order, but 

resource allocation may not follow that because of these emerging 

issues (see Appendix F). 
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In reference to the above, it is clear that resource allocation is first targeted to 

the defined priority sectors in the government.  However, there is also latent 

competition amongst the sectors for financial resources and this is dynamic in nature 

due to the changing environment in which the Ministry of Finance operates. In other 

words, the allocation of resources to other priority sectors may also have negative 

effects on allocation to the education sector depending on the order and emerging 

policies at the time.  This may also be a result of the preferences set by the 

management at a particular time. 

However, in the education sector, emphasis is placed on the primary education 

whenever the Ministry of Finance is considering allocation to this sector.  This is 

mainly because it is a policy that 60.00 percent of the total allocation to the Ministry 

of Education, Science and Technology should go to primary education.  It is worth 

noting that the levels of expenditure and the proportions going to the primary 

education sub-sector in this paper may not reflect this requirement because public 

expenditure figures on education cover other areas which are not part of the budget of 

the Ministry of Education, Science and Technology.   

Another guiding principle is that it is also agreed in the financing agreement 

between the Government of Malawi and cooperating partners that the government 

should provide 20.00 percent of the budget going to the Ministry of Education, 

Science and Technology.  This applies to the development budget, particularly where 

donors play a major part.  It is also worth reporting here that this excludes allocations 

to technical and vocation colleges and public universities, as these obtain resources 

independent of the Ministry of Education, Science and Technology. 

On the practical front, it is also incumbent upon the Ministry of Finance to 

support the education sector based on the financial resource envelope it possesses in a 

particular year. This includes tax and non-tax revenues which are generated locally 

and amounts of grants which the Ministry of Finance gets from donors.  By 

implication, whenever there are adequate resources, the education sector is likely to 

receive more resources depending on its requirements and vice versa.   

Infrastructure development also plays a major part in influencing the Ministry 

of Finance to allocate resources to the Ministry of Education, Science and 

Technology.  For example, it was stated during the interviews that the construction 



79 
 

and maintenance of teacher houses and school blocks, as well as teacher training 

colleges, are some of the key factors guiding the provision of the financial resources 

to the education sector.  The Ministry of Finance also provides financial resources to 

the education sector based on the number of teachers to be recruited and trained. In 

view of this, the ministry looks at recruitment with keen interest and it stressed this 

point by saying the following: 

 

In terms of personal emoluments, it is a question of how many teachers 

are on the ground and how many teachers we are going to absorb in the 

forthcoming year. Education tends to employ much more than perhaps 

any other ministry or sector due to the focus on primary education. The 

driving factor is that pupil teacher ratio is on the higher side. It is not 

favourable and, therefore, we are trying to bring it to 60 to 70 (see 

Appendix F).  

 

The Ministry of Finance also highlighted the importance of inflation and the 

exchange rate in their role of resource allocation to the education sector as well as to 

other sectors.  Regarding the latter, the allocation increases if the cost of imported 

teaching and learning materials goes up as a result of local currency depreciation.  In 

addition, as general price level increases, the allocation of resources to teaching and 

learning materials also goes up in order to respond to the raised cost of materials due 

to inflation. 

In implementing the budget, the Ministry of Finance also ensures the adequacy 

of the financial resources to the education sector.  For example, it was stated that the 

education sector gets 100 percent of its requirements in terms of monthly funding for 

recurrent budget.  This is done following the cash-flow, which is submitted to the 

Ministry of Finance.  In certain circumstances, the Ministry of Finance also increases 

funding levels based on the needs of the education sector.   However, regarding 

capital budget the picture changes slightly because the monthly funding is based on 

requests made by the players in the education sector, depending on the level of 

anticipated implementation of activities.  At this level, absorption of financial 

resources by the ministry and other agencies in the sector becomes a determining 
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factor in that if there are no requests, the Ministry of Finance cannot fund the 

activities.   

It was also stressed during the interviews that the Ministry of Finance does not 

cut the budget or funding going to the education sector.  This was affirmed when the 

ministry stated that, “We have not subjected education as a vote or sector to financial 

cuts in the recent past. If anything, we have been increasing resources to the sector.” 

Therefore, financial resources are provided to the education sector based on 

the national development policy, the financial resource envelope, the absorptive 

capacity of the Ministry of Education, Science and Technology and other agencies in 

the sector; the financial agreements entered into by the government and donors; and 

infrastructure development requirements, among other factors. 

 

4.4.2 Allocation of Financial Resources within the Education Sector 

While the Ministry of Finance has a final say on the amount of financial 

resources that the education sector receives, the Ministry of Education, Science and 

Technology has the role of apportioning these financial resources to various sub-

sectors under its jurisdiction. Interacting with the officials from the Education 

Planning Department (Budget Section), the Department of Basic Education, 

Department of Secondary Education, and the Department of Higher Education 

brought out a number of factors which are considered when allocating the budget to 

various departments and institutions within the ministry. The main guiding principle 

is the three-year medium-term plan, which has some agreed-on activities to be 

implemented during the specified period of time.  The plan has costs attached to the 

activities to be implemented. 

The allocation of budget to various bodies in the Ministry of Education, 

Science and Technology takes into consideration a number of factors. Starting with 

management and administration, the budget allocation is very much influenced by the 

establishments at the ministry headquarters.  Therefore, the process considers the 

activities that departments, divisions and sections plan to engage during the year.  

Furthermore, there are considerations made for the divisions and districts for their 

day-to-day activities such as the requirement of consumables, the maintenance of  
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buildings and vehicles, utilities, and coordination, among others. For example, the 

following was stated in this regard:  

 

When we are looking at the area of operations, every agency must have 

resources for operations such as maintenance of infrastructure, 

purchase of stationery and other office equipment, purchase of motor 

vehicle, and payment of utility bills.  When you look at utility bills, 

you look at the sizes of schools and numbers.  An area that has more 

schools and higher numbers is given higher levels of budget than 

others (see Appendix F). 

 

Therefore, the number of pupils enrolled in each region, district, and school 

determines the amount of budget to be allocated at the primary education level to 

some extent.  Other factors include the number of teachers deployed in terms of 

personal emoluments, the teaching and learning materials required, and the 

infrastructure development needed to cope with the number of the pupils in the 

respective areas concerned.  Crucially, the construction of teachers’ houses is a 

priority in order to encourage qualified teachers to stay in rural areas, which do have 

higher pupil-teacher ratios than the recommended ratio of 60. 

The number of pupils also prescribes the demands for an advisory role to be 

played by the department of inspection and advisory services in each education 

division across the country.  Under this, the land area to be covered for inspection has 

a bearing on financial requirements.  Hence, large geographical areas demand more 

financial resources than the small ones.  In addition, the topography also has some 

dictates on the advisory and inspection services required in that hilly areas prove to be 

more demanding than flat areas.  Lastly, the number of teachers to be handled by an 

education advisor has an implication too on the costs of conducting these services.  In 

this area, the Ministry of Education, Science and Technology stated as follows:  

 

We look at the topography of the area, land area to be covered and 

number of teachers to be advised in the area. So if the area is hilly and 

has large land area with a lot of teachers, it gets a lot of resources for 
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advisory services compared to areas which are flat and small in size in 

terms of land area and number of teachers (see Appendix F). 

 

The allocation of financial resources to secondary education takes a different 

approach, although the number of students still plays a pivotal role.  In Malawi, there 

are four groups of secondary schools, and the nature of each group determines the 

amount of financial resources each school receives.  The community day secondary 

school is the category which receives the lowest amount of financial resources 

because the schools in this group have the lowest number of students per school and 

do not have boarding facilities.  The second group is the one comprising district 

secondary schools which have a higher number of students than the community day 

secondary schools. These do have boarding facilities, hence demand more resources.   

Grant-aided secondary schools are in the third category.  These are mission 

schools but they do receive financial assistance from the government because the 

government selects students for them on top of what the missions themselves recruit.  

These are bigger than the district secondary schools and they also have boarding 

facilities.  Lastly, there are national secondary schools which get students from all 

over the country every year.  This is the group of secondary schools that receive the 

largest amount of financial resources. This was confirmed in all three education 

divisions which were visited during the study, and the following was asserted in this 

context:   

 

Funding is based on type of school. We have national secondary 

schools like Mzuzu Government Secondary School which get about 

MK1.00 or MK2.00 million per month. We have district boarding 

secondary schools that get about MK300.00 thousand per month. Then 

we have community day secondary schools. The bigger community 

day secondary schools get about MK100.00 thousand per month while 

the small ones get MK30.00 thousand per month (see Appendix F).  

 

The provision of financial resources to secondary schools varies based on a 

number of factors. The establishment of the school is one of the main factors.  This 
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encompasses the number of students handled by each school.  For example, big 

schools such as the national secondary schools have many students in one class.  In 

this case, a form one has, for instance, three streams: Form 1A, Form 1B and Form 

1C, each having forty students.  Each secondary school has four classes, that is, form 

one, form two, form three and form four.  On this basis, secondary schools with three 

streams get largest amount of financial resources.  To this effect, the following was 

stated: 

 

Grant-aided schools get grants from government based on 

establishments. We have double streams and triple streams. Double 

stream school has 80 students per class while triple stream school has 

120 students per class. These schools get different amounts of financial 

resources depending on the enrolments. Number of establishments also 

determines the amount of resources to be allocated to other types of 

secondary schools as well (see Appendix F).  

 

In addition, if they have boarding facilities, as is the case with the national, 

grant-aided and district secondary schools, they also qualify to get more resources.  

By implication, the schools with two streams come in second, and those having one 

stream are the least in this consideration. In addition, financial resources are also 

provided if a secondary school does have some shifts; that is, a first shift in the 

morning and a second shift in the afternoon.  These can as well be associated with the 

number of streams per shift.  Hence, a lot of resources are also provided based on the 

shifts and the number of streams handled.     

The process of public universities is a bit easier, as these institutions deal 

directly with the Ministry of Finance, and the Ministry of Education, Science and 

Technology is hardly involved in the entire process.   However, the Ministry of 

Finance treats public universities as the priority area, as these are part of the education 

sector.  The allocation of the budgets to the teacher training colleges and technical and 

vocational colleges took the same precedence as for public universities.   
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4.4.3 Trends of Public Expenditure on Education 

Public expenditure on education has grown over the period from 1980 to 2010 

at varying rates and experiencing significant jumps in the process.  During this period, 

the expenditure on education in nominal values has grown from MK25.38 million in 

1980 to MK31.00 billion in 2010.  Much of the growth in public expenditure on 

education was registered between 1991 and 2001, when it increased from MK154.87 

million in 1991 to MK3.54 billion in 2001 (Figure 4.3).  For the other periods before 

and after this period, the growth rates per annum were not as high.  For example, 

between 1980 and 1990, public expenditure went up by an annual average growth of 

39.22 percent to MK124.93 million in 1990.  Further, the growth of public 

expenditure was also moderate between 2002 and 2010.  During this time, public 

expenditure to the education sector shot up by an annual average rate of 42.85 

percent—from MK7.00 billion recorded in 2002. 

 

 

 

Figure 4.3  Total Expenditure on Education Sector in Thousand Malawi Kwacha 

Source:  Ministry of Finance, 1979-1998; 1999-2010. 

 

If one looks critically at these periods, it is evident that high growths were 

experienced in the period when free primary education policy was introduced.  Hence, 

these are in part associated with the increases in public expenditure on primary 

education in view of the policy reforms undertaken. This can be easily observed in 
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later sections of the present study, particularly in Figures 4.7 and 4.8. 

 

 

 

Figurer 4.4  Real Total Expenditure on the Education Sector in Thousand Malawi 

Kwacha 

 

While it is important to look at the nominal values, the results from the 

analysis of the real public expenditures on education over the period are equally worth 

observing.  Figure 4.4 provides details on the effects of inflation on public 

expenditure on education in Malawi.  As can be observed, the trends established take 

almost the same shape as those in Figure 4.3.  However, the difference comes in when 

the nominal and real values of public expenditure on education in the corresponding 

years are compared.  For the period before 1994, it is difficult to see how these two 

sets of figures relate to each other.  Numerically, in 1980 public expenditure on 

education was at MK1.32 million in real terms compared to the nominal value of 

MK25.38 million, reflecting a decline of MK24.06 million in value of public 

expenditure on education.   

Further observations have it that public expenditure on education in real terms 

was at the lowest level in 1995 when inflation was at 83.15 percent.  While this was 

particularly the worst year in terms of reduction, other years equally experienced 

significant reductions in public expenditure values as well.  For example, in 1994, 
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1996, 1998, 1999 and 2000 the proportions of real public expenditure to nominal 

public expenditure were among the lowest—ranging from 2.23 percent to 3.65 

percent, meaning that the values of expenditure in these years declined substantially 

(see Figure 4.5). 

Other striking features were also unearthed in Figures 4.6.  Since the 1990s, it 

is evident that two years before the general elections in Malawi public expenditure on 

education surged highly. This was particularly observed two years before the 1994, 

1999 and 2004 general elections.  Furthermore, it was observed that the values of 

public expenditure declined significantly in the same years (Figure 4.5), implying that 

inflation rates soured in these years, eating away the purchasing power of public 

expenditure on education in the economy.  However, after the general election years, 

the public expenditure on education went down and the values of expenditure in real 

terms increased substantially.  The same observation applies to 1984, 1987, and 1988, 

although these years were under a one-party political system where general elections 

were not the order of the day. 

 

 

 

Figure 4.5  Proportions of Real Public Expenditure to Nominal Public Expenditure on 

Education 

 

This brings in an appreciation of the Political Business Cycle Theory, which 

postulates that the government in power seeks re-election from the voters by having 

high public expenditure before and during election years to ensure low unemployment 
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without any due regard to high inflation.  After elections, the expenditure goes down.  

The claims of this theory are also confirmed in that after elections, government 

expenditure reverted to normal or lower levels than before.  This was vindicated, as 

real public expenditure grew steadily soon after the general elections in the years 

mentioned above.   

  

 

 

Figure 4.6  Total Expenditure on the Education Sector as Proportions of Total Public 

Expenditure  

Source:  Ministry of Finance, 1979-1998; 1999-2010. 

 

The claims made above can also be substantiated when public expenditure on 

education is presented relative to total public expenditure.  Public expenditure on 

education, as a proportion of total public expenditure, grew steadily from 8.43 percent 

in 1980 to 12.14 percent in 1994.  Between 1985 and 1992, public expenditure to 

education was low and relatively stable.  A turn of events took place from 1993 to 

1998, when the proportions of public expenditure on education ranged from about 

13.00 percent to over 18.65 percent of total public expenditure (see Figure 4.6).  

Two major events occurred during this time which can assist in explaining the 

upward surge in public expenditure on education.  The first was that in 1993, Malawi 

had a referendum to seek the views of voters on whether Malawi wanted a one-party 
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system of government or a multiparty political system.  Secondly, after the vote for a 

multiparty regime became successful, Malawi had its first presidential and 

parliamentary elections under the new system of government in 1994. In 1999, 

another round of general elections was undertaken.  Hence, government expenditure 

in general and on education in particular went up, as argued above. 

The implementation of a free primary policy brought about revolutionary 

increases in expenditure going to the education sector in general and to primary 

education in particular, as evidenced in Figure 4.7 below.  It is clear that public 

expenditure on primary education as a share of total public expenditure on the 

education sector has been significantly high compared to that on secondary and 

tertiary education levels.  This is exceptionally different for the period up to 1984, 

when government policy was mostly focussing on the development and promotion of 

higher education, as argued above, under the development of education policy in 

Malawi. 

 

 

 

Figure 4.7  Education Sub-sector Expenditures as Proportions of Public Expenditure 

on Education 

Source:  Ministry of Finance, 1979-1998; 1999-2010. 
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Of particular importance is the fact that public expenditure on tertiary 

education was second in magnitude throughout the period to 2010 (Figures 4.7 and 

4.8).  This can be attributed to the fact that this sub-sector takes into account primary 

teacher education, which is directly linked to universal primary education.  

Furthermore, there have also been new developments in the university area where 

new colleges and a new public university were established during the period under 

review. 

 

 

 

Figure 4.8  Education Sub-sector Expenditures as Proportions of Total Public 

Expenditure 

Source:  Ministry of Finance, 1979-1998; 1999-2010. 

 

Another reason for the high growth in public expenditure on education after 

1994 relates to donor cooperation.  It is argued that the one-party government was 

abusing human rights by detaining people without trial and that there was no freedom 

of expression, for example.  The human rights record made donors withdraw 

development aid to Malawi. With increased pressure from donors and political 

pressure from within the country, the government changed the political system—from 

a one-party system to a multiparty regime.  Thereafter, the donors returned to the 

assistance of the government in its development efforts.  Particularly, the donors 
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supported universal primary education with enthusiasm such that they contributed 

over 80.00 percent to the development budget of the Ministry of Education, Science 

and Technology.  Particular focus was put on universal primary education. 

Hence, this explains in part the increases in public expenditure going to the 

education sector during the period under review in this study. This is also clearly 

shown in Figure 1.2. The main contributing factor is the growth in public expenditure 

on the primary education sub-sector, which has the support of both the government, as 

depicted in the national development policies and education policies, on the one hand, 

and the cooperating partners in the quest to reduce poverty in Malawi, on the other 

hand. 

 

4.5 Final Remarks 

 

Therefore, it is evident that a number of policies have been developed and that 

there have been changes in both national development policy and education policy 

over the period from 1964 to date in Malawi.  The notable ones are the swings from 

the support for higher education during the one-party system of government to the 

promotion of primary education.  This was vindicated by the fact that the government 

of Malawi in 1994 adopted the universal primary education policy and that the 

government has lived up to its commitment to this policy.  This is evident when the 

trends of expenditures on education are observed.  The fact is that public expenditure 

has been growing in the education sector in general and in the primary education sub-

sector in particular. 

The subsequent chapters take turns in presenting the drivers of public 

expenditure on education and its sub-sectors in order to assist the government in 

identifying possible areas where the government can institute policy changes to 

improve funding levels to the education sector.  In addition, the effects of public 

education expenditure on income distribution are also assessed to see whether public 

expenditure policy has a positive impact. 



  

CHAPTER 5 

 

EMPIRICAL RESULTS AND DISCUSSION 

 

This chapter first provides the results from the analyses undertaken to find the 

main factors that affect public expenditure on education. In this respect, the results 

are in line with the four regression models developed in this study.  In addition, there 

is provision of results on the targeting and effects of public expenditure on education 

on income distribution.  The chapter ends with the discussion section. 

 

5.1 Factors Affecting Public Expenditure on Education 

 

Looking at the trends of the types of public expenditure on education in Table 

5.1 below, one sees the relation of public expenditure policy to the sector over the 

period under review.  For instance, public expenditure on the education sector, 

including the public universities, has been on average 11.86 percent of the total 

government expenditure, with a range from 8.16 percent to 18.65 percent over the 

period.  On the other hand, public expenditure on primary, secondary, and tertiary 

education has had annual averages of 6.53 percent, 2.01 percent, and 3.11 percent, 

respectively, with ranges of 10.00 percent, 2.71 percent, and 1.05 percent from the 

minimum values of 3.13 percent, 1.06 percent, and 1.59 percent of the total 

government expenditure for the period of 31 years beginning in 1980.  The means of 

the independent variables, including their minimum and maximum values, are also 

provided in the table below. 
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Table 5.1  Descriptive Statistics of all Variables Used  

 

Variables N 

 

Mean 

 

Standard 

Deviation 

Minimum 

 

Maximum 

 

Dependent Variables      

GE 31 11.86 2.34 8.16 18.65 

GP 31 6.53 2.33 3.13 13.13 

GS 31 2.01 0.79 1.06 3.77 

GT 31 3.11 1.02 1.59 5.64 

Independent Variables      

INF (log) 31 1.21 0.24 .87 1.65 

PCG 31 0.28 5.05 -10.70 10.24 

URB 31 12.46 1.35 9.78 15.30 

GLOB 31 55.33 12.05 38.41 82.13 

DEF 31 -17.26 11.65 -51.37 -1.59 

DEBT 21 0.06 0.04 0.00 0.14 

ITR 31 16.07 2.10 12.25 20.91 

MS 31 27.79 14.81 0.03 56.44 

UPE 31 0.55 0.51 0.00 1.00 

ELT 31 0.39 0.50 0.00 1.00 

GRANT (log) 31 0.80 0.28 .39 1.29 

GRANT (log)̂ 31 0.00 0.20 -0.45 0.32 

GEt-1 31 11.78 2.37 8.16 18.65 

GSEN (Square)̂ 31 0.00 53.32 -130.91 77.21 

GTEN (Square) 31 94.91 24.82 64.28 137.03 

TGE 31 39.43 7.49 22.60 56.08 

AGRI 31 9.73 4.31 3.97 18.02 

 

Note:  ̂ Residuals used. 

 

Interestingly, policy implication with regard to this is that by looking at the 

means and functional structure of public expenditure on education (Figures 4.7 and 
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4.8), it is clear that primary education is prioritised in the budget allocation in Malawi. 

This is in response to the implementation of the universal primary education and 

status that the primary education has attained as declared in both national and 

education policies.  Secondary and tertiary education sub-sectors are also accorded 

some importance in the allocation of resources by the recent policies. Allocation to 

the tertiary subsector is higher on average than that provided to the secondary 

education.  This is partly explained by the fact that tertiary education is a composite of 

three sub-levels: primary teacher education, technical and vocational training, and 

university education. 

 Before the conduct of the Standard Multiple Regression Analysis at each level 

of education, tables of the Pearson correlation coefficients were developed to see how 

the independent factors, such as per capita GDP growth, number of people living in 

urban areas in Malawi, and fiscal deficit, among other factors, relate to the levels of 

the public expenditure on education to justify the use of the regression analysis 

method.  Pearson correlation coefficients amongst the independent variables 

themselves were also generated to see how they associated with each other. 

 

5.1.1 Test for Multicollinearity and Autocorrelation 

In respect to afore-going, the tests of multicollinearity were conducted by 

observing the sizes of the Pearson correlation coefficients between any two 

independent variables.  This was done because the presence of multicollinearity 

negatively affects the results of the regression analysis.  According to Tabachnick and 

Fidel (2007: 84), a correlation coefficient between any two independent variables of 

0.70 or higher indicates the problem of multicollinearity.  In addition, they also assert 

that values of Tolerance and VIF of less than 0.10 and more than 10, respectively, 

also depict the presence of multicollinearity.  In this analysis, the correlation 

coefficients between a pair of any independent variables, values of Tolerance and 

VIF, were within the recommended levels, indicating that there were no 

multicollinearity problems.  Hence, all of the independent variables shown in Table 

5.1 were retained, except for grants and secondary gross enrolment, which are 

represented by the residual values in some models because these correlated highly 

with the dummy values of universal primary education (refer to sub-section 3.4.1.3). 
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It is also common for the time series data used in the Standard Multiple Linear 

Regression Analysis to have a problem of autocorrelation, whereby the past values of 

the same independent variable correlate highly with those generated toward the end of 

the period.  The presence of autocorrelation also affects the results of the Standard 

Multiple Linear Regression Analysis as multicollinearity does.  In view of this, tests 

were conducted to see whether serial correlation was a problem in this analysis by 

observing the sizes of the DW values.  If the value of DW was two in size, there was 

no problem of serial correlation in an ideal situation.  However, any value close to 

two indicates the same position in practice. This becomes a problem when the DW is 

substantially less or more than two (Dougherty, 1992). In the analyses at each level of 

public expenditure on education, the values of DW are all between 1.80 and 2.30. 

 

5.1.2 Factors Affecting Public Expenditure on Education 

In order to assess the effects of the factors affecting public expenditure on the 

education sector, Standard Multiple Regression Analysis was conducted after 

verifying that all of the factors were normally distributed.  A model comprising eleven 

independent variables was run, yielding the adjusted R2 of .642 with an F-value of 

5.887, reflecting that in total the model contributes 64.20 percent growth to public 

expenditure on education.   

The assessment of the contributions by the respective factors to the growth of 

public expenditure on education was made by looking at the regression coefficients 

generated during the analysis, as presented in Table 5.2. The introduction and 

implementation of universal primary education policy in Malawi leads to a significant 

growth of 90.20 percent in public expenditure on general education, holding other 

factors constant.  This is partly because the government has made primary education a 

priority since the adoption of the policy, leading to the allocation of a lot of financial 

resources to it. On the other hand, improved economic performance, as measured by 

per capita income growth, also comes out as a significant factor, contributing 35.70 

percent to the growth of the public expenditure on education after controlling for 

other factors. There is a positive relationship here because tax revenue collection, 

which is necessary to support government programmes, increases with improvements 

in per capita income. Therefore, the effects of these two factors push public 
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expenditure on education up in Malawi at this level.  

 

Table 5.2  Antecedents of Public Expenditure on Education  

 

Independent 

Variable 

Beta 

 

Standard 

Error  

T 

 

Sig. 

 

Tolerance 

 

VIF 

 

Constant 13.584 5.885 2.308 .032   

INF (Log) .218 1.218 1.724 .101 .750 1.334 

PCG .357 .064 2.575 .019* .621 1.610 

URB -.006 .375 -.028 .978 .253 3.947 

GLOB -.372 .037 -1.963 .064* .332 3.012 

DEF -.224 .038 -1.191 .248 .338 2.959 

ITR .129 .214 .673 .509 .323 3.097 

GRANT(Log)̂ -.060 2.313 -.303 .765 .299 3.339 

GEt-1 -.225 .200 -1.113 .279 .292 3.420 

UPE .902 1.220 3.418 .003*** .172 5.829 

ELT .215 .865 1.172 .256 .356 2.810 

TGE -.272 .064 -1.323 .201 .282 3.542 

R2 =.773       Adjusted R2 = .642        F-stat = 5.887***     Durbin-Watson = 2.167 

 

Note:  * Significant at 10%.  **Significant at 5%. *** Significant at 1%. 

 ̂Residuals used. 

 

However, the effect of trade liberalisation leads to a significant reduction of 

public expenditure on education by 37.20 percent ceteris paribus.  This is in 

contravention to the Compensation Theory and hypothesis put forward in this study—

that globalisation increases public expenditure. In essence, this means that virtually no 

training programmes or education programmes were tailored to mitigate the effects of 

external trade during this period.  Instead, the government reducing expenditure on 

education as a result of trade liberalisation might have been because of current 

account deficits recorded in a number of years and this led to low saving levels. 
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These results mean that in allocating financial resources at this level, 

authorities base their decisions concerning whether to increase the budget or not on 

the movements or effects of these three factors.  Therefore, the implementation of the 

universal primary education, trade liberalisation, and per capita income growth are the 

main factors influencing the growth of public expenditure on general education.   

The effects of inflation, indirect tax revenue, and the holding of general 

elections were positive and not significant.  Furthermore, incremental budgeting, 

receipt of foreign grants, the demands of the population living in urban areas for 

educational services, and the size of national budget and fiscal deficits reduced public 

expenditure on education as opposed to increasing it, as hypothesised. However, their 

effects were also not significant.  Hence, these eight factors, because of their nature of 

being insignificant, can change without demanding any expenditure policy 

interventions. 

It can be observed in the table above that an increase in per capita income and 

implementation of universal primary education lead to the growth in public 

expenditure on education.  Although not significant, a rise in inflation, growth in 

indirect tax revenue, and increase in fiscal deficit, and the holding of general elections 

in Malawi have also exerted a force on the government to increase public expenditure 

on education in general.   

However, an increase in globalisation reduces public expenditure on education 

mainly because Malawi is a rural-based economy, in which lobbying for increased 

budgets is virtually not possible. Other factors which limit the government’s ability to 

increase public expenditure at this level are the increase in the urban population, 

mainly because this accounts for only 15.00 percent of the total population (National 

Statistical Office, 2011), an increase in the fiscal deficit, the receipt of foreign grants, 

incremental budgeting, and the size of the public sector or total public expenditure in 

this case.  The reasons behind the negative effects of these factors on public 

expenditure on education are explained explicitly in discussion section below.  

While the effects of universal primary education, per capita income growth, 

and liberalisation of trade in Malawi influence the decision making on allocation of 

financial resources at the education sector level, the question remains as to what the 

effects of these factors are on the primary education sub-sector.  This is an important 



97 
 

issue, that is, for the government to isolate necessary areas for policy interventions in 

order to have effective and efficient policy formulation and implementation.  

  

5.1.3 Factors Affecting Public Expenditure on Primary Education 

A second Standard Multiple Linear Regression Analysis was carried out to 

examine the effects of the factors on public expenditure on primary education in the 

country.  The model on public expenditure on primary education significantly 

explains 84.60 percent of the variance in public expenditure, with a F-statistic of 

16.015, providing the right to reject the null hypothesis—that the model does not 

contribute anything at all to the growth of public expenditure on primary education. 

By observing the sizes and significance of the regression coefficients of 

individual factors (Table 5.3), it was also clear that there were many factors which 

required government attention in order to have prudent public expenditure policy on 

primary education. The implementation of universal primary education policy and 

growth in indirect tax revenue had significant and positive effects, contributing 95.70 

percent and 28.60 percent, respectively, to the variance of public expenditure on 

primary education, holding other factors constant.  It is worth noting that indirect tax 

is the main source of tax revenue in Malawi, accounting for over 70.00 percent of 

total tax revenue. Inflation, the political business cycle, and per capita income growth 

also came out significant, explaining 27.40 percent, 54.70 percent and 28.90 percent, 

in that order, of the growth in public expenditure on primary education ceteris 

paribus.   

Interestingly, the growth in external trade and urban population reduced public 

spending on primary education by 28.20 percent and 24.90 percent, respectively, 

holding other factors constant.  As already stated above, Malawi is a rural-based 

economy, with 85.00 percent of the population in a rural setting, where lobbying for 

increased budget is difficult.  Hence, this explains partly why trade liberalisation and 

an increase in urban population do not facilitate growth in public expenditure on 

primary education.  In addition, the flow of foreign grants to the government budget 

does not support growth in public expenditure on primary education. Stasavage (2005: 

352) states that foreign grants reduce public expenditure on education, if they are not 

targeted to the education sector.  This was supported in this study.  
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Table 5.3  Antecedents of Public Expenditure on Primary Education 

 

Independent 

Variable 

Beta 

 

Standard 

Error  

T 

 

Sig. 

 

Tolerance 

 

VIF 

 

Constant 9.739 3.842 2.535 .020   

INF (Log) .274 .795 3.312 .004*** .750 1.334 

PCG .289 .042 3.187 .005*** .621 1.610 

URB -.249 .245 -1.752 .096* .253 3.947 

GLOB -.282 .024 -2.271 .035** .332 3.012 

DEF .206 .025 1.674 .110 .338 2.959 

ITR .286 .140 2.269 .035** .323 3.097 

GRANT (Log)̂ -.289 1.510 -2.208 .040** .299 3.339 

GEt-1 -.323 .130 -2.439 .025** .292 3.420 

UPE .957 .796 5.536 .000*** .172 5.829 

ELT .547 .565 4.560 .000*** .356 2.810 

TGE -.175 .042 -1.298 .210 .282 3.542 

R2 =.903       Adjusted R2 = .846        F-stat = 16.015***     Durbin-Watson = 2.257 

 

Note:  * Significant at 10%. ** Significant at 5%. *** Significant at 1%.        

 ̂Residual used. 

 

Lastly, incremental budgeting based on the amounts recorded in the previous 

years was also responsible for reducing the level of public expenditure going to 

primary education.  This is contrary to the principles of incrementalism. However, 

this confirms what the Ministry of Education, Science and Technology stated—that 

budgeting for the primary education sub-sector is partly based on the number of 

pupils enrolled in schools at regional and district education levels.  On the other hand, 

fiscal deficit and the size of public sector measured by total public expenditure do not 

have significant effects on public expenditure on primary education.  Hence, these 

two factors do not render any challenge to the government. 

Therefore, there are nine main factors that lead to significant changes in public 

expenditure on primary education, as opposed to only three in the first model, under 
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the general education sector. This corroborates the fact that the government in Malawi 

sets primary education as a priority such that careful economic, demographic, and 

political analyses are given serious consideration in order to maintain the levels of 

financial support to the primary education sub-sector.       

Out of these, there are six factors, that is, increase in inflation, growth in per 

capita income, increase in indirect tax revenue, fiscal deficit, implementation of 

universal primary education, and the holding of general elections that raise public 

expenditure at this level.  There are five factors which prevent the government from 

increasing public expenditure on primary education.  Hence, receipt of foreign grants, 

increase in urbanisation, external trade, and incremental budgeting, as well as total 

public expenditure, limit the growth of expenditure on education at this level. 

Therefore, there is a need for concerted efforts on the part of the government in 

observing and managing the movements of these factors in order to ensure adequate 

funding to the primary education sub-sector in the short and medium term. 

Robust growth in primary education needs to be supported by improvements 

in secondary education.  Otherwise, the transition and promotion rates of pupils from 

primary schools to secondary schools will be very small compared to the number of 

pupils that successfully complete primary education.  There is a need to look at 

secondary education too. 

 

5.1.4 Factors Affecting Public Expenditure on Secondary Education 

Despite the fact that Malawi treats primary education as a priority sub-sector, 

understanding the dynamics in terms of the factors which increase or reduce the size 

of public expenditure on secondary education is also pertinent.  This sector largely 

contributes to the development of a skilled labour force, such as clerks, entrepreneurs, 

and technicians, among others, in Malawi, as stated under Section 4.3.  In view of 

this, a third Standard Multiple Linear Regression Analysis was conducted to examine 

the effects of factors on public expenditure on secondary education.    The model 

explains 29.80 percent of the variance of public expenditure.  By implication, this 

means that there were still other important factors that influence the change in public 

expenditure on secondary education that are not included in the model. In response to 

this, a number of variables, such as movements in exchange rate, agriculture 
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population inversely representing industrialisation, direct tax revenue, total tax 

revenue, and public spending on health, transport, pension and gratuities, among 

others, were also included in the model to improve the value of the variance. 

Unfortunately, these were dropped because they substantially reduced the variance in 

the model.  However, the recorded level of growth in public expenditure on secondary 

education generates the need to know what contributes to this leap. 

 

Table 5.4  Antecedents of Public Expenditure on Secondary Education 

 

Independent 

Variable 

Beta 

 

Standard 

Error 

T 

 

Sig. 

 

Tolerance 

 

VIF 

 

Constant 7.062 1.597 4.421 .000   

INF (Log) -.541 .640 -2.767 .011* .612 1.634 

GLOB -.458 .012 -2.533 .019* .715 1.398 

DEF .578 .015 2.703 .013* .512 1.951 

ITR -.084 .071 -.446 .660 .665 1.505 

GSEN (Square)̂ -.269 .004 -1.120 .275 .406 2.460 

AGRI -.505 .044 -2.102 .047* .406 2.463 

MS .340 .011 1.629 .117 .537 1.864 

DEBT .271 4.656 1.156 .260 .425 2.353 

R2 =.485       Adjusted R2 = .298        F-stat = 2.588*     Durbin-Watson = 2.120 

 

Note:  * Significant at 5%.  ̂Residual used. 

 

The increase in fiscal deficit is the main factor that promotes growth in public 

expenditure on secondary education and this led to a 57.80 percent significant rise 

after controlling for other factors in the model.  Hence, expenditure overruns have a 

major part in determining the size of public expenditure incurred at the secondary 

education level in the same way that it does on public expenditure on primary 

education.  However, its effect here is far more important and significant than at the 

primary education level, meaning that the government relies heavily on budget 

overruns to support secondary education. The other factors which support growth of 
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public expenditure on secondary education are growth in money supply and rise in 

public debt.  However, their effects on public expenditure on secondary education 

were insignificant. 

In addition, there are a number of factors which reduce the ability of the 

government to increase public expenditure on secondary education.  It was found that 

public spending dedicated to the agriculture sector, which is also a priority sector, 

reduced the growth of public expenditure on secondary education by 50.50 percent, 

holding other factors constant.  This may be attributed to the competition for financial 

resources which might exist between the education and agriculture sectors.  Inflation 

and international openness have negative and significant effects, reducing the size of 

public expenditure on secondary education by 54.10 percent and 45.80 percent, 

respectively, after controlling for other factors. Inflation reduces growth here because 

the government reduces spending to control inflation.  

On the other hand, movements in the levels of indirect tax revenues do not 

have any significant impact on public expenditure on secondary education in Malawi.  

However, it is important to note that while this was hypothesised to increase public 

expenditure, it reduces it in this particular case perhaps because a lot of revenue goes 

to primary education as opposed to this sub-sector. Gross enrolment at the secondary 

level also reduces public expenditure. This may be attributed to the fact that 

secondary education is not a priority sub-sector. Hence, any increase in the number of 

students does not become a concern for the government to warrant increases in public 

funding.  

Therefore, there are four main factors which affect the allocation of funds to 

the secondary education sub-sector.  In order of their importance, these are fiscal 

deficit, inflation, public spending on agriculture, and international openness of the 

Malawi economy. Only growth in fiscal deficit promotes growth in public expenditure 

while the other three suppress it.  Hence, these affect policy decisions whenever 

allocation of resources is planned for this sub-sector.  Therefore, there is need to 

manage their levels in order to reduce pressure on the national budget and that going 

to the education sector. 
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5.1.5 Factors Affecting Public Expenditure on Tertiary Education 

Lastly, an effort was made to assess the effects of the factors on public 

expenditure on tertiary education by running a fourth Standard Multiple Linear 

Regression model, which yielded an adjusted R2 value of .440, with an F-statistic of 

4.372. This means that the model explains 44.00 percent growth in public expenditure 

on tertiary education in Malawi.     

 

Table 5.5  Antecedents of Public Expenditure on Tertiary Education 

 

Independent 

Variable 

Beta 

 

Standard 

Error  

T 

 

Sig. 

 

Tolerance 

 

VIF 

 

Constant 2.840 2.930 .969 .343   

INF (Log) .014 .693 .086 .933 .691 1.447 

DEF -.428 .017 -2.233 .036* .507 1.972 

ITR -.148 .115 -.628 .536 .334 2.993 

GRANT (Log) .548 .893 2.215 .037* .305 3.275 

GTEN(Square) -.434 .012 -1.506 .146 .225 4.453 

TGE -.081 .032 -.347 .732 .341 2.935 

AGRI .545 .043 3.034 .006** .577 1.732 

R2 =.571       Adjusted R2 = .440        F-stat = 4.372**     Durbin-Watson = 1.858 

 

Note:  * Significant at 5%. ** Significant at 1%. 

 

Looking at the effects of the individual factors in this model, there are two 

factors which increased public spending on tertiary education while one depressed it.  

In this regard, receipt of foreign grants by the Government of Malawi had significant 

and positive effects, contributing 54.80 percent to the growth of public expenditure on 

tertiary education holding other factors constant. This is partly because a lot of donors 

support development projects and programmes, as illustrated in the discussion section 

below.  Public spending on the agriculture sector has positive and significant effects 

on public expenditure going to the tertiary education.  Since agriculture is one of the 

priority sectors, and Malawi is an agricultural economy, one expects it to have 
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negative effects on public expenditure on education.  However, a lot of training 

programmes for agriculture technicians in agricultural colleges and professionals at 

the university level have taken place at this level since 1964.  This may be the cause 

of this positive relationship between public expenditure on agriculture and tertiary 

education.  An increase in inflation raised public expenditure on tertiary education, 

but its effects were insignificant. 

Among the constraint variables at this level, there was fiscal deficit, which 

limited growth of public expenditure on tertiary education, and this explains the 

negative 42.80 percent of the variance of public expenditure on tertiary education.  

This finding does not support the Fiscal Illusion Theory.  This is perhaps the case 

because the government focus is mainly on primary education rather than on this 

particular sub-sector.  Hence, any fiscal pressure for fiscal austerity that is 

experienced in the treasury leads to a reduction of the subventions to tertiary 

education.  In addition, the effects of indirect tax revenues, size of the public sector, 

and gross enrolments at tertiary levels were also responsible for pulling down public 

expenditure while inflation increased it.  Therefore, the increase in gross enrolment at 

this level does not put pressure on the government to increase financial resources in 

the same way that gross enrolment does at the secondary education level.  On the 

other hand, whenever there are increases in indirect tax revenues and total budget, 

tertiary education does not have much of a benefit because a lot of these are 

channelled to the primary education sub-sector in support of universal primary 

education.  

Therefore, foreign grants to the government, fiscal deficit, and funding to 

agriculture sector are the main factors influencing the growth in public expenditure on 

tertiary education.  It is also clear from the analyses that depending on the level of 

education, some factors both facilitate and/or limit the growth of public expenditure 

on education. In view of this, it is important to observe the behaviour of each factor 

with regard to education and its sub-sectors, and to manage them to mitigate their 

effects on the budget to the education sector.  The explanations on these variations are 

given in detail in the discussion section below. 
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5.2 Targeting of Public Expenditure on Education 

 

By observing how public expenditure on education is shared among education 

sub-sectors, on the one hand and household income groups and the regions, on the 

other, in the respective years, one gets a sense of what the government policy has 

been in terms of targeting households in Malawi.  In absolute terms, each household 

income group and each region in each year received different levels of benefits in line 

with how the financial resources were allocated in that particular year.  This is also 

accompanied by looking at the proportions of each allocation to the household income 

group and region to total expenditure on education.  It is important to see then 

whether the government favoured certain groups in relative terms. This is the focus in 

this section. 

 

5.2.1 Expenditure Incidence by Household Income Groups 

Overall, the targeting of public expenditure to household income groups has 

not been consistent for the period from 1998 to 2011.  The expenditure policy itself 

has been following a stop-and-go path such that the benefits to the households in 

Malawi are viewed in a mixed pattern with regard to the number of years under 

review.  In 1998, the households in the lowest household income group benefited 

most from government programmes on education.  In total, they received 27.31 

percent of total public expenditure on education (Table 5.6).  If the first three 

household income groups are considered together as groups having low income, the 

situation is even more pleasing because these received a total of 65.12 percent of 

public expenditure on education.  This means that in this particular year, the 

expenditure policy progressively targeted the poor households, as it is evident that the 

households in the high household income group and in the highest household income 

group, respectively, only got 13.23 percent and 21.11 percent of the total expenditure 

on education in Malawi.   
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Table 5.6  Proportions of Public Expenditure on Education per Household Income 

Group to Total Public Expenditure on Education 

 

 

Total 

Expenditure 

 

 

Lowest 

Household 

Income 

Group 

Low   

Household 

Income 

Group 

Middle 

Household 

Income 

Group 

High   

Household 

Income 

Group 

Highest 

Household 

Income 

Group 

Integrated Household Survey 1998  

 Primary Education  1,671,263.44  527,542.84  408,686.68  309,145.89  206,529.16  206,731.49  

 Percentage  100.00  31.57  24.45  18.50  12.36  12.37  

 Secondary Education  268,223.09  43,827.44  51,853.53  48,521.87  40,993.85  83,026.41  

 Percentage  100.00  16.34  19.33  18.09  15.28  30.95  

 Tertiary Education  400,031.50  67,458.98  18,625.75  47,804.33  61,997.89  204,144.55 

 Percentage  100.00  16.86  4.66  11.95  15.50  51.03  

 Total Education  2,339,518.04  638,829.26  479,165.96   405,473.00  309,520.90  493,902.45  

 Total Percentage  100.00  27.31  20.48  17.33  13.23  21.11  

Integrated Household Survey 2005  

 Primary Education  6,153,834.84  1,216,472.87  1,276,859.24  1,280,339.32  1,252,473.00  1,127,690.41  

 Percentage  100.00  19.77  20.75  20.81  20.35  18.33  

 Secondary Education  1,803,427.52  108,789.52  165,223.66  247,282.85  415,326.75  866,804.74  

 Percentage  100.00  6.03  9.16  13.71  23.03  48.06  

 Tertiary Education  4,636,729.03  -    26,007.58  153,545.90  229,366.62  4,227,808.93  

 Percentage  100.00  -    0.56  3.31  4.95  91.18  

 Total Education  12,593,991.40  1,325,262.39  1,468,090.48  1,681,168.07  1,897,166.38  6,222,304.08  

Total Percentage 100.00  10.52  11.66  13.35  15.06  49.41  

Integrated Household Survey 2011 

 Primary Education  24,144,196.78  5,199,456.09  5,042,081.68  5,145,049.89  4,719,059.23  4,038,549.89  

 Percentage  100.00   21.54  20.88  21.31  19.55  16.73  

 Secondary Education   7,584,378.24  470,768.01    824,637.64  1,268,571.93  1,704,200.55  3,316,200.12  

 Percentage   100.00  6.21  10.87  16.73   22.47  43.72  

 Tertiary Education  11,389,411.76     166,925.32   -    568,032.28    384,495.46  10,269,958.71  

 Percentage  100.00  1.47                -    4.99  3.38   90.17  

 Total Education  43,117,986.78 5,837,149.41  5,866,719.23  6,981,654.10  6,807,755.23  17,624,708.72  

 Total Percentage  100.00  13.54  13.61  16.19  15.79  40.88  

 

Note:  - Means no allocation made because there were no pupils recorded. 

  All expenditure figures are in thousands of Malawi Kwacha.  

 

It is important to pinpoint the actual source of the benevolent gesture of the 

government towards the poor in its quest to reduce poverty in Malawi. In the primary 
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education sub-sector, the households in the lowest household income group received 

the most benefits, as they had access to 31.57 percent, while those in the highest 

household income group had received 12.37 percent of the total expenditure on 

education.  The amount of benefits to the household income groups in this sub-sector 

follows a descending order, with the highest benefits going to the households in the 

lowest household income group, followed by the households in the low household 

income group, up to those in the highest household income group getting the least 

share of the benefits.  Despite this, the three middle household income groups 

accounted for 55.31 percent of the total benefits, meaning that they slightly captured 

the benefits, as has been reported by a number of scholars in the literature reviewed in 

this paper. 

 The picture changes drastically for the secondary education sub-sector with 

respect to the sharing of the benefits to the household income groups in 1998.  The 

households in the lowest and high household income classes got almost the same level 

of benefits from government spending: 16.34 percent and 15.28 percent, respectively.  

On the other hand, the households in the highest income category had the lion’s share 

of 30.95 percent, followed by the households in the low and middle household income 

groups in that order.   

The situation is even worse at the tertiary education level, where the richest 

households amassed at least half of the benefits provided by the government.  In 

contrast, poor households in the lowest household income group got only 16.86 

percent of the expenditure on tertiary education in 1998, while the households in the 

low household income group were the worst affected, receiving only 4.66 percent of 

the benefits. This is not surprising, as the literature has indicated that the targeting of 

benefits is poor in Sub-Saharan African countries. This gives testimony to that claim. 

In 2005, the expenditure policy presented a gloomy image as far as the goal of 

poverty reduction is concerned. It was observed that there was a complete policy 

reversal favouring the rich households in the highest household income group. The 

benefits to this household income group peaked at 49.41 percent of the total 

expenditure on education, while the benefits in the lowest household income group 

amounted to only 10.52 percent, reflecting a large benefit gap of 38.89 percent.  The 

households in the high household income group also benefited highly, claiming 15.06 
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percent, meaning that the households in the last two household income groups 

enjoyed 64.47 percent, leaving only 35.53 percent for the first three household income 

groups.  The policy undoubtedly became regressive against the poor households in 

this sense. 

At the sub-sector level, public spending on primary education did not assist the 

poor either.  Across the spectrum—from the lowest to highest household income 

groups—the benefits averaged around 20.00 percent for all groups, with the minimum 

amount of 18.33 percent going to the richest households and maximum benefits 

amounting to 20.81 percent for the households in the middle household income group.  

The households in the lowest household income group received 19.77 percent of the 

benefits. The three groups in the middle captured 61.91 percent of the budget in 2005 

at middle primary education level. This can be attributed to the fact that middle 

households in these household income groups had a lot of pupils in primary school 

with an average of 1.34 million pupils compared to the households in the lowest 

household income groups, which had 1.28 million pupils. As can be observed, the 

range between the poorest and richest households was only 2.48 percent and it was 

very narrow in favour of the rich, as these already have more resources at their 

disposal.  However, comparing the rich and the poor households, the policy favoured 

the poor marginally.  

Public expenditure on both secondary and tertiary education sub-sectors did 

not do any good at all in assisting the government in reducing poverty in Malawi.  At 

the secondary level, the richest households claimed 48.06 percent, whereas the 

households in the first three household income groups together received 28.90 percent 

only based on the fact that richest households had two and half times more pupils in 

secondary schools than the number of pupils from the first three household income 

groups combined.  At the tertiary level, the richest households virtually got the entire 

amount of subsidies in 2005. The benefits going to the households in the highest 

household income group were 10.34 times greater than the amount going to the first 

four household income groups combined. This indeed signifies poor targeting of 

financial resources by the government.  

In 2011, the distribution of benefits to households in various household 

income groups virtually took the same pattern as in 2005.  The richest households got 
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40.88 percent, a bit less than what their share was in 2005.  On the other hand, the 

households in the lowest household income group received 13.54 percent, slightly 

more benefits than the levels they received in 2005.  The households in the first three 

household income groups received 43.34 percent of the expenditure, which was not 

good enough to make a difference in bridging the income inequality gap between the 

poor and the rich. 

At the primary education level, the targeting of beneficiaries was almost the 

same as in 2005, with the households in the lowest household income group getting 

21.54 percent and the richest households claiming 16.73 percent.  Although there was 

a narrow gap between the rich and poor households in this particular year, efforts at 

the primary education level were made to give more support to the poor as opposed to 

what happened in 2005.  However, the households in the three middle household 

income groups captured most of the benefits, amounting to 61.74 percent of public 

subsidies on primary education.  Despite this, the policy targeted the poor households 

at the primary education level as well. 

The targeting at both the secondary and tertiary education levels was poor in 

2011.  At the secondary level, the households in the lowest household income group 

were the most victimised, getting as little as 6.21 percent of the benefits.  On the other 

hand, the households in the high and highest household income groups together 

received 66.19 percent of the benefits from the government.  Disappointingly, the 

richest households got 90.17 percent of the benefits from tertiary education, leaving a 

small proportion to be shared out among the households in the first four household 

income groups. 

In respect to afore-going, public expenditure policy in both 2005 and 2011 

favoured the rich households by targeting more financial resources to them in general 

and at secondary and tertiary education levels in particular.  While efforts were 

exerted in 1998 to benefit the poor, this seems to lose momentum as the policy of 

universal primary education matures in terms of implementation in the subsequent 

years. 

Despite this picture, policy at the primary education level favoured poor 

households in all years, while in the secondary and tertiary education sub-sectors the 

rich households benefited most.  The position in the last two years supports the 
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hypotheses developed in this study and the findings by a number of researchers in 

different countries—that targeting at primary education is done in support of the poor 

households, whereas the rich get most of the benefits at secondary and tertiary 

education levels.  

  

5.2.2 Expenditure Incidence by Regions 

While the absolute expenditure levels and their respective proportions 

allocated at different levels of education in different household income groups are 

important in terms of making an informed decision on policy direction, the same 

analysis at the regional level may also prove necessary. In all three years, the pattern 

of allocation of public expenditure based on the number of pupils enrolled at primary, 

secondary, and tertiary education levels remained unchanged across the regions.  In 

this respect, the Southern Region, which is the largest in terms of population, got the 

highest shares except for 2005, when the Central Region had accumulated most of the 

benefits.  The Northern Region, which is sparsely populated, received the least 

amount of benefits from the government expenditure programmes in all years without 

exception. 

As presented in Table 5.7 below, the Southern Region got 52.88 percent of 

public expenditure, while the Central Region received 36.73 percent in 1998.  At the 

primary education level, the same pattern emerged because the Northern Region got 

11.86 percent of the benefits while the Central Region had access to 40.94 percent, 

trailing behind the Southern Region by 6.25 percent.  At the secondary education 

level, the Southern Region maintained the lion’s share, followed by the Central 

Region.  However, it is intriguing to see that the shares for both the Northern Region 

and Southern Region increased in size compared to proportions they got at the 

primary education level (see Table 5.7).  It is noted that the distribution of benefits to 

the regions was poorly done at the tertiary education level, as the Southern Region 

had claimed 79.29 percent while the Central Region got only 18.72, leaving a very 

small proportion for the Northern Region. 
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Table 5.7  Proportions of the Public Expenditure on Education per Region to Total   

Public Expenditure on Education 

 

 

Total Expenditure Northern Region Central Region Southern Region 

Integrated Household Survey 1998 

Primary Education 1,685,445.91  199,959.07  690,065.43  795,421.41  

Percentage 100.00  11.86  40.94  47.19  

Secondary Education 254,279.41   35,180.81  94,367.48  124,731.12  

Percentage 100.00  13.84   37.11  49.05  

Tertiary Education 399,792.71  7,962.11   74,849.08  316,981.52  

Percentage 100.00  1.99  18.72  79.29  

Total Education 2,339,518.04   243,101.99  859,281.10  1,237,134.05  

Total Percentage 100.00  10.39  36.73  52.88  

Integrated Household Survey 2005  

Primary Education  6,153,834.84  804,027.78  2,706,112.50 2,643,694.57 

Percentage 100.00  13.07  43.97 42.96 

Secondary Education 1,803,427.52  250,654.10  725,466.71 827,308.34 

Percentage 100.00  13.90  40.23  45.87  

Tertiary Education 4,636,729.03  279,358.31  2,404,481.15 1,952,830.06 

Percentage 100.00  6.02  51.86  42.12  

Total Education 12,593,991.40  1,334,040.19  5,836,060.36   5,423,832.97  

Total Percentage 100.00  10.59  46.34  43.07  

Integrated Household Survey 2011 

Primary Education 24,144,196.78  3,550,702.72  10,364,319.50  10,229,174.56  

Percentage 100.00  14.71  42.93  42.37  

Secondary Education 7,584,398.21  1,533,375.19  3,022,566.56  3,028,456.43  

Percentage 100.00  20.22  39.85  39.93  

Tertiary Education 11,389,411.76  1,461,812.02  4,363,557.49  5,564,042.25  

Percentage 100.00  12.83  38.31  48.85  

Total Education 43,118,006.75  6,545,889.93  17,750,443.58  18,821,673.24  

Total Percentage 100.00  15.18  41.17   43.65  

 

Note: All expenditure figures are in thousands of Malawi Kwacha. 

 

In 2005, the two regions swapped their position, with the Central Region 

getting the highest share of the benefits among the three regions.  This can be largely 

attributed to the increase in the allocation of the expenditure to this region at the 

tertiary level, which amounted to 51.86 percent, while the Southern Region received 

42.12 percent. The Southern Region had the highest income and highest school age 
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population as well in 1998, while in 2005 the Central Region had the highest income. 

This is in agreement with what Verbina and Chowdhury (2004: 9) and Chakravbarti 

and Joglekar (2006) found, that regions with high income levels attract high public 

expenditure on education. In addition, at the primary education level, the Central 

Region also received a relatively higher share of the budget than the Southern Region. 

Therefore, the highest levels of benefits at both the primary and tertiary education 

levels to the Central Region pushed its share at the macro level to 46.34 percent, 

while the Southern Region claimed 43.07 percent of total benefits. 

The position in 2011 remained the same as in 1998, as seen in the table above.  

The Northern Region got the least share of the expenditure, while the Southern 

Region got the largest share of the total benefits at the national level.  This trend 

repeated itself at the secondary and tertiary education levels.  However, regarding 

primary education, the Central Region received the highest share, while the Northern 

Region and Southern Region got 14.71 percent and 42.37 percent, respectively. 

It is clear that a lot of benefits in the education sector went to the Southern 

Region in the years under review, except for 2005, when the region became second to 

the Central Region.  On the other hand, the Northern Region was the least in all years 

in receiving benefits from the government.  However, it is worth noting that the 

pattern of targeting followed the proportions of pupils across the regions.  The 

Southern Region used to have the highest number of pupils while the Northern 

Region has always had the lowest number (see Appendix E).  Since the allocation is 

based on these numbers, the targeting was fairly carried out, as explained in the 

discussion section below. 

 

5.3 Post-Benefit Income Distributive Effects 

 

It is important to note that the Benefit Incidence Analysis and other 

assessments undertaken in this section follow the adoption of free primary education 

in 1994 and its implementation up to 2011.  In view of this, it was aimed at evaluating 

the effects of expenditure policy on income distribution in Malawi in an attempt to 

understand who has benefited from the policy since its inception.  Therefore, the main 

thrust is to assess how public expenditure on education affects income distribution in 
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various household income groups at different stages of education in Malawi.  Of 

paramount importance is to see whether the income of the households in the 

household income groups improved after the government executed public expenditure 

programmes in the education sector and its sub-sectors.  In order to understand the 

situation better, the results of the Benefit Incidence Analysis at both the macro and 

micro education levels are given in this part of the study across the years.   

Looking across the household income groups at each education level, a mixed 

picture emerges on the post-expenditure effects of public expenditure on income 

distribution.  In 1998, the contributions of the household income to national income 

varied across the household income groups.  At the overall education level, the 

proportions of household income to the national income for the lowest and low 

household income groups increased from 4.50 percent and 10.10 percent to 10.19 

percent and 13.80 percent, respectively.  This implies that there were improvements in 

the welfare in these household income groups and that the policy was progressive.  

On the other hand, the income contributions of the households in the middle, high and 

highest household income groups decreased, meaning that there was a transfer of 

funds from the rich to the poor households in this year.  The policy was really 

progressive at the macro level and this was confirmed by the reduction of the Gini 

Coefficients from 0.4040 before the public expenditure on education was executed to 

0.3089 after receiving benefits from the government, signifying that the gap between 

the rich and poor households was reduced through public programmes on education. 

The same picture emerges if the observation is made at the micro level.  The 

proportions of household income of the households in the lowest and low household 

income groups improved a lot at primary, secondary, and tertiary levels.  On the other 

hand, the contributions of household income in the middle, high, and highest 

household income groups went down.  Corroboration of this position is also provided 

by the movements of the Gini Coefficients, which declined from 0.4040 before 

expenditure policy to 0.3096, 0.3206 and 0.3213 at primary, secondary, and tertiary 

levels, respectively (see Figure 5.1).  Therefore, government policy on public 

expenditure on education led to welfare improvements for poor households in 1998. 
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Table 5.8  Comparison of Post-Expenditure Income Proportions with Pre-Expenditure 

Income Proportions Based on Household Income Groups  

 

 

Pre-

expenditure 

Income 

Proportion 

  

Primary  

post-

expenditure 

Income 

Proportion 

Secondary  

post-     

expenditure 

Income  

Proportion 

Tertiary  

post-     

expenditure 

Income  

Proportion 

Total 

post-     

expenditure 

Income  

Proportion 

Integrated Household Survey 1998  

Lowest household 

income group 4.50  10.14   9.66  9.68  10.19  

Low household 

income group              10.10              13.83            13.60           13.53            13.80  

Middle household 

income group              14.60              11.95            11.82           11.79            11.97  

High household 

income group              21.50              16.68            16.77           16.77            16.67  

Highest household 

income group              49.30              47.41            48.15           48.23            47.37  

Total Percentage            100.00            100.00          100.00         100.00          100.00  

 Integrated Household Survey 2005  

Lowest household 

income group                7.00                7.16              6.86             6.74              7.03  

Low household 

income group              10.90              10.76            10.52           10.36            10.58  

Middle household 

income group              14.80              14.55            14.40           14.21            14.35  

High household 

income group              20.80              20.47            20.49           20.20            20.22  

Highest household 

income group              46.70              47.07            47.74           48.49            47.82  

 Total Percentage             100.00            100.00          100.00         100.00          100.00  

 Integrated Household Survey 2011 

Lowest household 

income group                  5.60                  6.07                5.59               5.52                6.00  

Low household 

income group                  9.40                  9.68                9.34               9.19                9.55  

Middle household 

income group                13.50                13.77              13.56             13.41              13.67  
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Table 5.8  (Continued) 

 

 

Pre-

expenditure 

Income 

Proportion 

  

Primary  

post-

expenditure 

Income 

Proportion 

Secondary  

post-     

expenditure 

Income  

Proportion 

Tertiary  

post-     

expenditure 

Income  

Proportion 

Total 

post-     

expenditure 

Income  

Proportion 

Integrated Household Survey 2011 

High household 

income group                20.10                20.04              20.07             19.81              19.82  

Highest household 

income group                51.50                50.45              51.44             52.08              50.95  

Total percentage              100.00              100.00            100.00           100.00            100.00  

 

In 2005, the proportions of income of the households in the lowest household 

income group to national income marginally improved from 7.00 percent to 7.03 

percent.  On the other hand, the situation was worse for the households in the low, 

middle, and high household income groups, as their shares to the national income 

decreased after the execution of public expenditure on education.  However, the 

richest households benefited a lot in that their proportions increased substantially 

from 46.70 percent to 47.82 percent.  The change in the Gini Coefficient confirms this 

state of affairs because it increased too from 0.3548 to 0.3649, representing an 

increase in income inequality between the poor and rich households.   

At each education level, the same situation emerges.  The contributions of 

households in the highest household income group improved at primary, secondary, 

and tertiary levels—from 46.70 percent to 47.07 percent, 47.74 percent and 48.49 

percent, respectively.  All other household income groups had their contributions to 

national income eroded away at all education levels, except for the share of the 

households in the lowest household income group at the primary education level, 

which increased from 7.00 percent to 7.16 percent.  The Gini Coefficients increased in 

tandem with the rises in the contributions of the income of the households in the 

highest household income groups to the national income.  Therefore, public 

expenditure policy in 2005 was pro-rich working against the poor households. 
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Figure 5.1 Gini Coefficients before and after Public Expenditure on Education 

 

Lastly, in 2011, public expenditure policy was supportive of the poor 

households as well, as was the situation in 1998.  In general, the shares of income of 

the households in the first three household income groups increased noticeably from 

5.60 percent, 9.40 percent and 13.50 percent to 6.00 percent, 9.55 percent, and 13.67 

percent, respectively.  The shares of income for the households in the high and highest 

household income groups went down after the public expenditure on education.  In 

total, the picture becomes clear—that public expenditure policy in 2011 was 

progressive when one looks at the size of the Gini Coefficients before and after public 

expenditure was executed.  In this respect, the Gini Coefficient decreased from 0.4088 

to 0.4006.  This is a marginal decline, meaning that there was no substantial change in 

income equality.  

The shares at primary, secondary, and tertiary education levels moved in 

different patterns, with the proportions of the income of the households in the lowest, 

low and middle household income groups gaining at primary education levels, while 

at the secondary education level, the households in the lowest and low household 

income groups lost out, as their shares decreased.  At the tertiary level, the households 

in these three groups, including those in the high household income group failed to 
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benefit from the public expenditure as their contributions decreased.  The households 

in the highest household income group benefited a lot at this level, as their income 

proportion increased from 51.50 percent to 52.08 percent, implying that the policy 

was pro-rich at this level. Basing the argument on the Gini Coefficients, it is clear that 

public expenditure on primary and general education levels was supportive of the 

poor households, whereas at the secondary and tertiary, the policy was in favour of 

rich households, as theory declared in the review of the literature. 

Therefore, assessing the patterns on how the shares of household income 

improved after the government expenditure programmes, the government expenditure 

policies in 1998 and 2011 were progressive, with emphasis on supporting the poor 

households rather that the rich ones. This was manifested by increases in the shares of 

the lowest, low and middle household income groups at the macro level.  However, in 

2005, the policy was mainly in support of the rich households at most, as one can also 

observe the movements of the Gini Coefficients in this particular year. 

It is therefore correct to state that in 1998, 2005, and 2011, public policy on 

expenditure lacked consistency in its efforts to reduce poverty in Malawi because the 

trends in 2005 worked to the disadvantage of the poor households. It is also clear that 

the results are in support of the findings in the literature—that public expenditure 

policies are mostly progressive at the primary education level and are pro-rich at the 

secondary and tertiary education levels.  In reference to the hypotheses developed in 

this research, the findings support them.  However, expenditure policy in 1998 was 

exceptionally beneficial and special because it supported the poor households at all 

levels of education with respect to reductions in the Gini Coefficients after the 

introduction of public expenditure programmes.  

 

5.4 Discussion 

 

5.4.1 Factors Affecting Public Expenditure on Education 

Running through the series of analyses reported in the Tables 5.2 to 5.5, there 

are a number of factors which affected public expenditure on the education sector and 

its sub-sectors.  This section provides a detailed discussion of the factors based on 

their effects at various levels of the education sector.  It is also important to note that 
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while some factors increase public expenditure on education in agreement with the 

hypotheses advanced, and the public finance theories applied in this study, others 

affect it negatively, contravening the tenets of the theories and the basis of the 

hypotheses in this study.  However, there are also other factors which increase and 

decrease public expenditure on education, depending on the levels of education where 

they are applied. This is true for inflation, foreign grants, indirect tax revenue and 

fiscal deficit.     

The possible reasons behind the increases and decreases of public expenditure 

in response to the effects of these factors have also been provided to ensure a 

thorough understanding of the issues pertaining to increases or decreases of public 

expenditure on education.  The necessary measures have also been prescribed on how 

to mitigate the effects of the factors on public expenditure on education so as to 

provide the correct amounts of financial resources to the education sector in order to 

improve the implementation of the education programmes.  In view of this, a detailed 

account on the discussion of the results is given below. 

5.4.1.1 Factors Facilitating the Increase in Public Expenditure on 

Education 

There are a number of factors which have significant effects on public 

expenditure on education in general and its sub-sectors in this study.  The first factor 

is the adoption and implementation of the universal primary education policy in 

Malawi.  This factor leads to increases in public expenditure on education as a whole 

and primary education sub-sector in particular.  This is not surprising for a number of 

reasons.  First and foremost, the government has increased the amount of financial 

resources to primary education over time due to high increases in the gross enrolment 

of pupils following the adoption of the FPEP in 1994.  In addition, the Policy and 

Investment Plan launched in 2001 and the National Sector Education Plan set up in 

2008 were established to implement the FPEP.  At the national level, national 

policies, the Malawi Growth and Development Strategy and its predecessor, the 

Malawi Poverty Reduction Strategy of 2002, prioritised basic education in terms of 

funding and material support.  

In this respect, new schools in different areas have been built and new 

school blocks in existing schools have also been erected in order to provide adequate 
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classroom spaces for the pupils.  In support to this, new teacher houses, particularly in 

the rural areas, have also been constructed across the country to attract teachers to 

stay and teach there. While the donors have concentrated on infrastructure 

development, the government has put emphasis on the recruitment of teachers in 

response to the surge in the number of the pupils in primary schools.  In addition, the 

supply of the teaching and learning materials is also a major factor that has 

contributed to an increase in the public expenditure on education, particularly on 

primary education.  Busemeyer (2007: 600) affirms that universal primary education 

requires constant demand on public expenditure. This is the case in Malawi, as one 

observes the levels of public expenditure on education in Figure 1.2 and primary 

education in Figures 4.7 and 4.8. 

While high numbers of pupils have led to increased levels of public 

expenditure on education, it is also possible to attribute the change in funding to the 

education sector to political motives based on the Power Resources Theory.  Prior to 

1994, when general elections were conducted, a number of new political parties were 

formulated after holding a referendum in 1993. This created intense competition 

amongst the political parties, and different policy statements and promises were made 

in the process.  Among others, the introduction of free primary education was very 

popular and this ushered the party concerned into the government and led to 

subsequent adoption of the policy.  This in the end pushed public expenditure up and 

it has remained high to this day. Hence, both the introduction and implementation of 

the FPEP have positive effects in this case. 

It is interesting to note in this research that the effect of universal 

primary education on public expenditure on education is in agreement with the 

Economic-Demographic Theory—that the increase in population leads to growth in 

public expenditure. In addition, the introduction of the policy alludes to the principles 

of the Power Resources Theory, which states that politicians introduce interventionist 

policies to seek support from electorates for re-election purposes. This confirms that 

these public finance theories are applicable in Malawi as well as in other developing 

countries.  

The growth in per capita income has positive and significant effects on 

public expenditure on education in general and the primary education sub-sector in 
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particular.  This relationship has been reported extensively in the studies conducted in 

developed countries, such as those in the OECD, where per capita income growth has 

led to increases in public expenditure on education (Dye, 2011; Painter and Bae, 

2001: 381-386).  This confirms the proclamation of the Economic-Demographic 

Theory that as nations become richer population demands more services, including 

those supplied by the government, hence increases in public expenditure.  This is an 

interesting confirmation because this has not been the case in other developing 

countries, as observed by Yoon (2009) and Omotor (2004: 108) in their respective 

studies.  

This can be explained on a number of accounts. Malawi had 

experienced high economic growths during certain periods between 1980 and 2010. 

Of particular importance is the period between 2006 and 2010, when the economy 

grew annually by about 7.00 percent on average. Among other factors, this growth 

was attributed to the increases in agriculture sector, which have had a direct bearing 

on other economic sectors due to the fact that Malawi is an agriculture-based 

economy.  The country during this time enjoyed surpluses such that there was also a 

noticeable growth in exports, such as maize and agro-processed products, to the 

neighbouring countries.   

It is also argued that if there is income elasticity of taxes in the 

economy, the growth in per capita income is associated with increases in tax revenues 

emanating from indirect taxes (Oates, 1988: 73), which in turn raise government 

capacity to fund its projects and programmes.  In this particular case, increases in tax 

revenues might assist the government in Malawi in increasing funding of education 

projects and programmes at primary as well as on other education levels.   

At the primary education sub-sector level, the rise in the urban 

population has negative and significant effects on public expenditure. It reduces 

public expenditure on education sector as a whole, albeit its effects are insignificant at 

that level.  The reasoning behind this relationship may be due to the fact that Malawi 

is a rural-based economy, with only 15.00 percent of the population living in urban 

areas in 2011.  Mostly, the interest of the urban population spreads over a wide 

spectrum—from primary education to tertiary education levels.   On the other hand, 

the interest of 85.00 percent of the population in rural areas is more on primary 
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education than on secondary and tertiary education levels.  Hence, whatever the urban 

population does in support of the increase in public expenditure on education has little 

effect on the increase of public expenditure on primary education.  Stasavage (2005: 

344) asserts that people in urban areas have interests in secondary and tertiary 

education, whereas those in rural areas are interested in primary education.  This 

might be the case for Malawi.  

Integration of the Malawi economy into the world market through 

trade liberalisation has had very significant effects in reducing public expenditure on 

education, in contrast to what the Compensation Theory portrays and the prediction of 

the hypothesis that it increases expenditure.  In Malawi, the negative effects may be 

possible due to a virtual lack of well-developed civil society organisations to lobby 

for increased public expenditure, particularly during the period of one-party political 

dispensation from 1980 to 1994.  This might be the case then because there were few 

if any such organisations and they had no political space to vividly voice their 

concerns with regards to funding to the education sector.  However, the situation has 

changed of late because a number of non-governmental organisations are in place, 

advocating more public spending on education.   

In addition, Malawi has only a 15.00 percent urbanisation level, 

meaning that the majority are in rural areas where they can hardly lobby for the 

increases in the budget on education following the effects of trade liberalisation.  

Hence, the demand for increased public expenditure might not be adequate to 

influence the growth in public expenditure on primary education, for example.  

Rather, politicians in the government decide on what to provide to voters for their 

own political gains in terms of re-election.  

On the part of the government itself, the situation could not be 

supportive either to increase public expenditure on education, partly because in a 

number of years the economy has had swings in its current account balance.  In most 

cases, the deficits were recorded due to higher import bills than the supporting export 

earnings.  These might have forced the government to cut back on funding to the 

education sector during the period because of the low savings resulting from poor 

terms of trade. 
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The effect of globalisation on education may continue to negatively 

affect public spending on education as pressures are still there to reduce trade tariffs 

and quotas under the regional integration and creation of free trade areas under the 

Common Market for Eastern and Southern Africa (COMESA) and Southern African 

Development Community (SADC), for example.  It is needless to mention the effects 

of the IMF Programmes that the government is implementing in Malawi.  These also 

advocate further opening up of the economy, which is good if the economy has high 

levels of efficiency.   

In view of this, liberalisation of trade will still have the effect of 

reducing the levels of indirect tax revenue through the reduction of trade taxes, such 

as import duties and excise taxes on imported products.  Additionally, if the local 

production is negatively affected, globalisation reduces trade tax revenue through the 

reduction of tax collection from value-added tax (VAT).  This may come in due to the 

reduction of the volume and sales of locally-produced goods upon which taxes are 

levied.  Further, the trade balance will also worsen if the production levels are greatly 

affected.  Hence, globalisation has direct and interactive effects on the reduction of 

public expenditure on education through the reduction of indirect tax revenues and 

export earnings to some extent.   

Therefore, this assists in explaining why globalisation in terms of trade 

liberalisation has negative effects on public expenditure on education in general, and 

primary and secondary education in particular in Malawi.  The findings are in 

agreement with what Yoon (2009) found in his study, that in developing countries 

globalisation decreases public expenditure. 

In view of this, the government needs to develop strong supply and 

regulatory policies in order to boost the competitiveness of local industries for them to 

increase the volume and sales of products and employment in this era of trade 

liberalisation.  In turn, increased trade and employment will lead to high indirect tax 

revenue from trade taxes and direct taxes from individual incomes.  On the 

international front, this will lead to growth in exports and export earnings, which will 

place leverage on the government to increase funding to the education sector. 

It should also be incumbent upon civil society organisations to ensure 

that public spending on education is adequate and ring-fenced in order to reduce the 
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effects of external trade on education.  The Ministry of Finance hinted at this during 

the interviews, that funding to civil education sector is protected and provided in full.  

Rudra (2000) states that developing countries can manage to implement more social 

public expenditure programmes in the global era.  Therefore, the civil society 

organisations should also sensitise the electorate on their right to demand adequate 

and sufficient government education services, among others.  In view of this, voters 

should be educated to elect politicians based on policies and not on geographical or 

political grounds, as noted by Stasavage (2005: 348), that expenditure on civil 

education sector decreased substantially in 1999 in Malawi partly because politicians 

were not concerned with civil levels of expenditure on education due to the fact that 

voting was conducted on a regional basis.  This argument is advanced here because it 

is argued in the literature that in developing world, democracy hardly plays a role in 

influencing the growth in public expenditure with particular reference to globalisation 

(Yoon, 2009).  Hence, if the general public is well sensitised on their rights, they will 

vote wisely in line with their needs and demand goods and services from the 

government accordingly. 

At both the secondary and tertiary education levels, the numbers of 

students do not support the increase in public spending to these sub-sectors.  Their 

effects are insignificant and negative. This might be the case because the government 

has placed emphasis on the primary education sub-sector such that any movements in 

gross enrolments at these two levels of education are not as important as those at the 

primary education level in terms of forcing the government to increase public 

expenditure. 

All in all, these are the factors which support the growth of public 

expenditure on education in line with the demands of the economy.  Hence, the 

government needs to have strong policy direction to support and manage these factors 

at the right levels in order to have the sufficient and required levels of financial 

resources for the education sector.  

5.4.1.2 Factors Which Impose Constraints on Expansion of Education 

Spending  

It is important to note that the constraint factors listed under this 

section increase and/or decrease public expenditure on education in the same way as 
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those in the preceding section.  However, the categorisation is justified based on their 

undesirable effects on the economy, which to a large extent prevent the government 

from raising public expenditure on education further.   

While growth in the fiscal deficit suppresses public expenditure on the 

overall education sector and tertiary education levels, it positively leads to increases 

in public expenditure on primary and secondary education.  The effects of the fiscal 

deficit on the general education and primary sub-sector levels are insignificant.  

However, this proves to be the main and significant factor that is responsible for 

increasing public expenditure on secondary education.  This is logical because a lot of 

revenues are used to finance programmes in the primary education sub-sector 

following the declaration of the government in assigning priority status to this sector 

(see Figures 4.7 and 4.8).  This means, therefore, that when the government has 

difficulties in mobilising funds for secondary education, it resorts to over-spending 

and borrowing from the economy.  Hence, the importance of fiscal deficit is felt at the 

secondary education level.  At the tertiary level, fiscal deficit reduces funding, 

meaning that whenever the treasury is faced with financial difficulties, it will likely 

reduce the subventions to tertiary institutions so that they can earn some savings and 

support primary education.  This might be attributed to the influence of international 

bodies which discourage the government from overspending on its social and 

economic programmes.  For instance, Malawi has up to date been implementing the 

IMF- and World Bank-supported programmes, and these strictly promote fiscal 

prudence for the country to be on right track.  Otherwise, the programmes are likely to 

be suspended or terminated if there is a lack of prudent financial management by the 

government.  

The financing of the fiscal deficit has some cost implications. If 

financing is through printing money, it causes inflation, which reduces the welfare of 

the people in the economy.  On the other hand, if it is done through borrowing from 

the general public, production is affected in that the private sector is denied access to 

loanable funds for investment in the short to medium term through increases in 

interest rates.  In this case, artificial shortages are likely to be created and price hikes 

are also inevitable if demand surpasses supply.  If borrowing is from other economies, 

this may cause external debt problems through increases in interest rates and foreign 
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exchange fluctuations that make repayment of loans and interest in foreign currencies 

difficult. This reduces the revenue available for government projects and programmes.  

Lastly, the increases in the tax burden are also unavoidable if the revenues to finance 

fiscal deficits are raised through taxation in subsequent years. This also reduces the 

welfare of the general public through reduction of disposable income. 

 Therefore, it is not wise to rely much on fiscal deficit or public debt in 

implementing educational programmes, or other public sector programmes, because 

this brings about high inflation, high tax burden, debt problems, and crowding out of 

the private sector in the economy. All this does not and will not support the 

government’s efforts to develop the economy other than constrain it. Hence, the 

government should refrain from using fiscal deficit in executing its education 

programmes and its size needs to be controlled with scrutiny.   

Foreign grants in support of government activities have different 

effects on public expenditure on education in Malawi.  The effects of grants are 

significant and reduce the levels of public expenditure on primary education, while at 

the tertiary level they are significant and lead to increases in public expenditure.  

These findings are not strange at all.  Stasavage (2005) found two conflicting results 

as well.  He found that if grants are provided for general budget support they tend to 

reduce public expenditure on education.  This is what the results display and confirm 

in the case of the effects of grants on public expenditure on primary education in this 

study.  This may be so because some grants, which might be large in size, might be 

targeted to other sectors in Malawi.  Furthermore, grants are unpredictable and 

unreliable at times.  Ng’ambi (2010) alluded to this point, saying that the Royal 

Danish government withdrew development aid from Malawi when it was needed most 

to support universal primary education policy.  Hence, total grants may bring about 

some confounding effects leading to a negative association between the levels of 

grants and public expenditure on primary education.  

Another possible explanation is based on the fact that Malawi had 

national policies and education policies which were largely supporting the growth of 

higher education from 1965 to the 1990s.  This is partly so because Malawi had no 

single university up to 1967 and professional education for Malawians was conducted 

outside the country.  Hence, after independence, support to higher education was 
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emphasised by establishing the University of Malawi.  In addition, the opening of the 

Malawi College of Medicine and Kamuzu College of Nursing in the early 1980s, on 

the one hand, and Mzuzu University in 1998, on the other, also confirms the 

commitment of the government to higher education and its subsequent support.   This 

is evidenced by the positive effects of foreign grants on public expenditure on tertiary 

education discussed below. Hence, efforts to develop higher education in the country 

in the 1970s, 1980s and 1990s might have channelled a lot of development assistance 

to tertiary education, leading to a negative relationship between public spending on 

primary education and foreign grants.  

Stasavage (2005: 344) also found that if grants are targeted to the 

education sector, they increase public expenditure in this sector.  Chakravbarti and 

Joglekar (2006) also found that grants at the state level also increase public 

expenditure on education.  Although the grants were not directly targeted to the 

education sector in this study, they proved to be the main factor influencing the 

growth of public expenditure on tertiary education.  This finding supports the theory 

and the hypothesis set in this study.    

One possible reason for the positive relationship is that in all 

institutions at this level, there have been some new development programmes over the 

period despite the adoption of universal primary education.  For instance, primary 

teacher education goes hand-in-hand with the development in the primary education 

sub-sector, which is a priority sector in Malawi.  There was and is still great demand 

for teachers to support the growing number of pupils at the primary education level.  

In this case, foreign grants have been used to support primary teacher education 

through the rehabilitation and construction of teacher training colleges, and providing 

necessary teaching and learning materials, among activities, to complement 

government domestic revenues in implementing the universal primary education 

policy. In addition, there have also been developments in the technical and vacation 

training sub-sector.  While there were some technical and vocational training colleges 

up and running, new infrastructures have also been put in place to ensure the supply 

of the technicians and entrepreneurs necessary for the development of the economy.  

During the period under review, the government also established a body called the 

Technical and Vocational Training Authority (TEVETA) to oversee technical and 
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vocational training in Malawi.  The TEVETA has staff contingency, a fleet of 

vehicles, and its own premises demanding greater government expenditure on 

education.   

Additionally, there have also been expansion programmes in higher 

education.  For example, the government established the College of Medicine, a 

constituent college of the University of Malawi, and expanded the capacities of other 

constituent colleges as well during the period under review.  A case in point is the 

expansion of the Bunda College of Agriculture and Kamuzu College of Nursing, to 

mention but a few. In addition, the government opened Mzuzu University in 1998.  

Further evidence on the use of foreign grants is that Bunda College of Agriculture, 

which is now Lilongwe University of Agriculture and Natural Resources, runs 

regional programmes and is supported by a number of donors.  Other constituent 

colleges of the University of Malawi, such as the College of Medicine, also 

participate in regional programmes. Hence, donors have directly provided financial 

resources to the sub-sector in support of public universities. 

All of these programmes partly explain the significance and 

importance of grant financing at the tertiary education level.  This is premised on the 

assertion that Malawi enjoys over a 40.00 percent contribution by donors to its 

national budget. This proportion may be higher if one considers the role of non-

government organisations and other donors whose financial support is not reflected in 

the national or education budget documents. 

Therefore, grants prove to be the main factor having significant and 

positive effects on the growth of the public expenditure on tertiary education in 

compliance with the Fiscal Illusion Theory, specifically referred to as the flypaper 

illusion (Oates, 1988: 77), and the hypothesis developed in this research.   

However, receipt of foreign grants is not a sustainable source of 

financing due to its unpredictable and unreliable nature, which can negatively affect 

the implementation of national budgets if the donors do not disburse funds for the 

reasons best known to themselves. Furthermore, foreign grants may bring in foreign 

influence on the national government, which may redirect public education policy to 

irrelevant areas against the needs of the general public in implementing the education 

projects and programmes in the country. Hence, reliance on foreign grants needs to be 
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scaled down in the medium to long term in order to achieve sustainable and effective 

education policy implementation.  

Inflation proves to be an important factor in determining public 

expenditure on the primary and secondary education sub-sectors.  At the primary 

education level, the increases in inflation lead to growth in public expenditure.  This 

can be attributed to a number of reasons.  Inflation is directly linked to the growth of 

the GDP and reduction of unemployment in an economic sense. As the GDP goes up, 

aggregate demand increases and this causes inflation to rise.  It is argued that as 

general prices in the economy increase, the budget of the government follows suit in 

order to sustain the level of goods and services provided by the government.  This 

may be the case in Malawi where the government has committed itself to the 

implementation of universal primary education.  In this way, the government might 

spend more on wages and salaries, and teaching and learning materials, during the 

times of high inflation.   

Furthermore, Ouanes and Thakur (1997: 63) assert that inflation 

contributes to increases in tax revenue through inflation tax.  The values of products 

increase as a result of the rise in the general price level in the economy and this 

pushes the taxable income up, leading to a high level of indirect tax revenue.  For 

example, in 1995, after the change of the government from a one-party system to a 

multiparty regime, inflation reached as high as 83.15 percent.  As this happened, the 

amount of indirect tax revenues increased as well because of the values of the goods 

upon which indirect taxes were levied rose.  There have also been a number of wages 

and salaries reviews in the public sector in Malawi partly due to inflation pressures.   

It is also important to note that the education sector has the largest number of 

employees in the public sector, as reported in section 4.4.1. Therefore, increases in 

wages and salaries have direct and positive effects on public expenditure on the 

education sector.  In addition to this, the hikes in public sector wages and salaries 

have had a knock-on effect on the private sector, which also responded by increasing 

the wages and salaries of its staff due to inflation in order to retain competent staff. As 

wages and salaries go up, the amount of tax thereon automatically increases, resulting 

in high individual income tax revenues. Therefore, growth in prices of goods and 

services, and wages and salaries, led to growth in tax revenues, which assisted the 
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government in financing more education projects and programmes. 

However, it is also important to note that inflation has negative effects 

on public expenditure on secondary education.  This is contrary to the principles of 

Economic-Demographic Theory.  However, this agrees with what other researchers 

have reported—that inflation decreases public expenditure on education (Okafor and 

Eiya, 2010: 47).  This is expected to be the case on a number of accounts.  First, it is 

stated in almost all policy documents at national and education levels that primary 

education is a priority sub-sector in Malawi.  By implication, this means that 

whenever inflation increases, funding to the secondary education sub-sector is 

possibly reduced to accommodate the demands in the primary education sub-sector. 

However, considering that the secondary education sub-sector is also important area 

in socio-economic development, the negative effects of inflation are a policy concern 

in the development of human capital in Malawi.  Further, inflation reduces welfare 

through the reduction of real value of income.  Hence, it creeps in poverty through the 

rendering of some segments of the economy vulnerable and unable to cope with the 

high prices of goods and services.  It has also argued that lack of stability in the 

general price level makes it difficult for businesses to develop medium- to long-term 

investment plans in the economy (Hubbard, 2005: 477). If this holds, the production 

levels in the economy may also be affected negatively, tramping on the very need to 

have socio-economic development.  

Hence, the government should have concerted efforts to control 

inflation to acceptable levels.  This has some advantages in the development of the 

education sector as a whole.  On the one hand, the pressures on the budget to increase 

public expenditure on the primary education sub-sector as a result of inflation would 

be reduced and this would lead to freeing some funds to other important sectors in the 

government.  In addition, funding levels to secondary education would not be greatly 

or negatively affected if inflation were managed at the required levels. All in all, 

control of inflation makes economic planning and development possible and 

sustainable, and this increases the living standards of the general public. 

Public spending on agriculture has mixed effects on public spending on 

education.  At the secondary level, the increases in funding to this sector greatly 

reduce public expenditure, while at the tertiary level, funding to the agriculture sector 
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raises public expenditure on education. The negative effects may come about as 

expected because the agriculture sector is also a priority sector and it has remained so 

since 1964. The government of Malawi implements input subsidy programme which 

demands more financial resources for it to come to fruition.  This means that there is 

competition for financial resources between the education and agriculture sectors and 

this is manifested in the reduction of funding to secondary education.  On the other 

hand, tertiary education may indeed benefit from increases in funding to the 

agriculture sector.  Malawi is an agriculture-based economy, as already stated.  

Consequently, the development of expertise in agriculture at the tertiary education 

level has been one of the priorities of the government in Malawi since 1964. This may 

further be supported by the fact that the education policies developed during this time 

favoured higher education, in part to supply educated and professional staff, including 

agriculture experts in this case, in order to boost agricultural production. Hence, an 

increase in agricultural activities might have warranted corresponding growth in 

funding of tertiary education through the expansion of activities at colleges that are 

related to agriculture.  As of now, the then college of agriculture has been promoted to 

full university status due to the fact that the need for expertise in agriculture is still 

high. 

  This research also brings to light the dependence of the government 

on the growth of indirect tax revenues to finance public education in Malawi.  It is 

shown in Table 5.3 that indirect tax revenue accounts for 28.60 percent of the growth 

in public expenditure on primary education. It is important to note that in this study, 

taxes on companies’ profits and shareholders’ dividends are categorised as indirect 

taxes, as well due to a lack of perfect competition, and that these can easily be shifted 

to consumers through price increases (Rosen, 2008: 305).  In this case, indirect tax 

revenue contributes over 70.00 percent to total tax revenue.  However, if these 

company taxes are excluded, the proportion is still high, amounting for over 60.00 

percent of total tax revenue.  Hence, any movements in indirect tax revenue have a 

direct and positive effect on public expenditure on primary education.   

While indirect tax revenue proves to be the main source of financing to 

primary education, it may not be the right or most progressive policy option for the 

government.  It has been reported that this type of tax makes the tax system 
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regressive, as a lot of indirect tax revenue comes from the taxation on consumption, 

which claims a high proportion of the income of the poor households (Medhi 

Krongkaew, 1979: 54).  By implication, it means that the poor pay high proportions of 

their income on taxes.  In Malawi, as well as in many developing countries, the 

proportion of indirect tax revenue is very high, as already stated above.  Hence, the 

problem of regressivity of indirect tax poses a big challenge to government efforts to 

reduce poverty in Malawi, as well as in other developing countries. Therefore, an 

increase in indirect tax revenue may not be a proper tax policy direction, as this 

victimises the poor, and its growth needs to be controlled in order to make the tax 

system supportive of poverty reduction policy through reducing the tax burden on the 

poor. 

To ensure that this happens, the government needs to gradually shift its 

reliance to direct taxes away from indirect taxes.  This may be possible by broadening 

the personal income tax base and further improvements in the tax administration in 

the country. Therefore, to maintain the correct amount of financing to the education 

sector, there is a need for a proper tax policy mix, shifting attention away from 

indirect tax revenue and focussing more on direct tax revenue through an increase in a 

direct tax net. This is possible through well-planned and well-implemented tax 

reforms. 

The holding of general elections has also a major role in increasing 

public expenditure on primary education in Malawi.  It is theorised that election 

periods push government expenditure up. This study has confirmed this, as the effects 

of holding general elections account for 54.70 percent growth in public expenditure 

on primary education, holding other factors constant (see Table 5.3). This comes as no 

surprise because a lot of electorates, accounting for 85.00 percent of the population, 

are in the rural areas in Malawi (National Statistical Office, 2011).  Hence, politicians 

in the government garner support by increasing public expenditure on primary 

education during the election periods; that is, a year or two before and during election 

years.   

Hango (n.d.) asserts that the new government in Malawi championed 

free primary education policy before and after the elections in 1994.  Stasavage (2005: 

348) supports this by stating that government spending on education rose substantially 
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from 1994 to 1995 in Malawi.  This can also be observed in the trends of public 

expenditure on education in general and primary education in particular—that during 

one or two years before the election and during the years of holding general elections, 

public expenditure is usually high compared to that recorded in the years after 

elections.  This is clearly shown in Figure 4.6, and is also confirmed by Stasavage 

(2005: 344), who states that because the majority of voters are in rural areas, political 

leaders tend to please rural voters for their support for re-election. Therefore, this also 

confirms that the political business cycles have a major influence on the levels of 

public expenditure on education in Malawi. 

While it is attractive to have high expenditure on education during the 

election periods, the repercussions may be undesirable because the increased 

expenditure is most likely financed by printing money or increases in domestic debt 

from the general public and/or banking sector.  The evils of printing money and 

domestic debt have already been discussed under the effects of fiscal deficit above. 

This leads to inflation, the crowding out of the private sector, and debt crises in many 

instances.  Further, there is also a problem of rises in the future tax burden for the 

government to repay the debt.  

  Therefore, there is a need to control public expenditure which comes 

about as a result of holding general elections. In view of this, policy-making 

machinery, legislature backed by the opposition parties, and non-governmental 

organisations and the media, need to take a strong stand on monitoring the behaviour 

of the executive branch of the government so as to assist the economy in controlling 

public expenditure growth at acceptable levels. Currently, there are pre-budget as well 

as post-budget meetings to solicit views from the interest groups and voters in 

Malawi. This is one way to involve non-partisan players in the process of policy 

making (Nordhaus, 1974: 188), and it should be encouraged.  In addition, the Public 

Accounts Committee of Parliament supported by the Office of the Auditor General is 

there to see to it that budget overruns are not entertained.  Additionally, the print and 

electronic media of late have played a vital role in exposing the government on its 

spending practices. This is in line with what Nordhaus (1974: 188) states—that more 

information should be provided to the general public in order to counter the effects of 

political business cycles. This needs to continue and the government should support 
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these surveillance bodies in order to achieve financial and economic order in the 

country.  This may be difficult for government in power, but it is possible and 

desirable for the benefit of the economy as a whole. 

Incremental budgeting has a negative and significant effect on public 

expenditure on primary education and an insignificant effect on public expenditure on 

the education sector in general.  In both cases, the findings do not support the 

hypothesis or principles of incrementalism.  Partly, this is the case because budgeting 

on the part of the education ministry is based on the needs of the institutions.  For 

example, it was stated that budgeting is in part based on the number of students, the 

number of teachers, and the demands for infrastructure development (refer to sub-

section 4.4.1). This was corroborated at the education division level during the 

interviews by stating that at the secondary education level, schools with triple streams 

receive a lot of financial resources.  At the primary education level, the number of 

pupils also matters in providing the resources to the institutions.  In both cases, budget 

and expenditure may change from time to time based on the levels of gross 

enrolments in the primary and secondary schools across the country and not 

necessarily based on the previous year’s levels of budget allocations. The same 

applies when the Ministry of Finance funds the education sector.  Funding to the 

primary education sub-sector depends on the requests made by the Ministry of 

Education, Science and Technology and other related agencies in the sector.  Hence, 

funding is based on the activities to be implemented to a large extent other than past 

funding levels.   

It is clear that incrementalism does not have a positive role in 

increasing expenditure on the primary education level other than reducing it.  

Therefore, there is need for the government to control other ministries which may be 

involved in incremental budgeting in order to reduce it or stop it completely and in 

order to ensure that budgeting is be based on the current needs of the general public 

and not on the previous year’s allocations.  This has some advantages.  First, public 

expenditure on the education sector will not suffer financial cuts.  In addition, the 

allocation of funds will be dynamic year-in and year-out to reflect the needs of the 

general public. This may assist the government in improving the socio-economic 

conditions in the country with the passage of time. 
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The effects of the growth of money supply and public debt on public 

expenditure on secondary education are positive and insignificant, implying that there 

is no reason for the government to worry about its movements as of now.  However, 

surveillance on their behaviour is essential because of the undesirable effects such as 

inflation, crowding out of the private sector, and debt crises that these factors may 

bring to the economy.  

In addition, the effects of total public expenditure reduce public 

expenditure on education at primary, tertiary and general education levels.  During the 

interviews, it was stated that the allocation of resources to sectors depends largely on 

the size of the financial resources which the government has in a particular year.  By 

implication, the results show that the amount of financial resources in the government 

coffers has not been that adequate.  Alternatively, a lot of budget has been channelled 

to other sectors, such as agriculture, over the period under review; hence its negative 

effects on public expenditure on education.  However, the effects of this factor are 

insignificant to warrant worries in the government sector with regard to funding of the 

education sector. 

Referring to Section 1.3 in Chapter 1, one of the objectives of this research 

was to find out the factors that affect public expenditure on education in Malawi, 

which can be manipulated by the government to ensure that pressure on the budget is 

controlled and that adequate levels of funding to the education sector are assured.  In 

view of this, there are a number of factors and their effects on public expenditure on 

education that differ in magnitude, direction, and significance depending on the level 

of education on which they are applied.  The findings indicate that the effects of 

implementation of universal primary education and the increase in per capita income 

raise public expenditure on general education and primary education. In addition to 

the preceding factors, inflation, indirect tax revenue, and the holding of general 

elections also push public spending on primary education up, whereas incremental 

budgeting, urbanisation, globalisation, and the receipt of foreign grants lead to a 

significant decline in public expenditure. Further, fiscal deficit increases public 

expenditure on secondary education, while globalisation, inflation and public 

spending on agriculture decrease it. Lastly, the effects of grants and public 

expenditure on agriculture significantly raise public expenditure on tertiary education 
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while fiscal deficit reduces it. 

Thus far, the main factors which affect public expenditure on education in 

Malawi have been identified.  Of great interest is to know how these affect the 

allocation of public expenditure to the education sector and its components.  A great 

deal of information has been presented that indicates that these factors increase or 

decrease public expenditure on education under certain conditions and levels of 

education. Inflation, fiscal deficit, receipt of grants, and incremental budgeting are 

some of the factors with such mixed characteristics. 

In addition, the World Bank (2010) reports that Malawi has a large school-age 

population in the whole Southern African Development Community and that the 

youth between the age of five and 16 years account for 37.00 percent of the national 

population. In this respect, pressure from increases in gross enrolments at all levels of 

education and at the primary education level in particular, as created by the 

implementation of universal primary education, is real and will remain if Malawi does 

not delve into efforts to control this segment of the population. Hence, there is a need 

to control the school-age population in order to provide an adequate amount of 

financial resources to the education sector in the long term.  This can be done by 

educating girl child, as this may lead to late marriages and having fewer children in 

the medium and long run. 

Leaving these factors unattended to may lead to unstable and unpredictable 

swings in public expenditure on education, and this may make economic planning and 

development difficult. Hence, the government needs to manage the levels of these 

factors in order to have control on the amount of financial resources required in the 

education sector. Particularly, the government needs to control the levels of inflation, 

the levels of fiscal deficit, expenditure in support of general elections, and other 

constraint factors in order to mitigate their negative effects on the budget and the 

economy. 

It is also interesting that, except for the negative effects of globalisation and 

urbanisation in Malawi, all hypotheses developed and tested were supported by the 

findings in this paper.  Of course, depending on the level of education, some conflicts 

with the hypotheses and theories were observed.  Some of these were reported in the 

literature cited in this report.  However, the findings in this study confirm both the 
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theories and hypotheses, on the one hand and the conflicts already reported elsewhere 

on the other.  The major difference is that the conflicts are noted and reported at 

different levels of education other than at the general education level, as reported in 

other studies.  This is an addition to the scientific knowledge. Therefore, the study has 

some importance attached to both the policy arena and the theoretical field in this 

respect. 

 

5.4.2 Targeting of Public Expenditure on Education 

In trying to present the overall picture of how government resources have been 

allocated to different household income groups and regions, and how these groups 

benefited from the government programmes in 1998, 2005 and 2011, it is important to 

appreciate what has happened so far in these groupings.  Looking at the benefits in 

relation to total expenditure on education, it is clear that the households in the lowest 

household income groups benefited at the primary education level in Malawi (Table 

5.6).  This was manifested mainly in 1998 and 2011 according to this report.  A 

number of reasons have been given to that effect.  The first one is that at this level, 

education is free, following the adoption of the free primary education policy in 

Malawi.  This alone allows a large proportion of pupils from poor families to go to 

primary schools on the condition that they have certain necessities, such as clothes. 

Since it is the pupils and/or their parents that benefit from education programmes, it is 

a fact that due to high numbers at this level, most of the benefits accrued to pupils 

from poor households.  Hence, the policy is progressive at the primary education level 

in Malawi.   

At the secondary and tertiary education levels, the poor are not the main focus 

at any rate.  The households in the lowest household income group benefit least at 

these levels, whereas the richest households get the most benefits from government 

programmes on education.  This is due to the fact that the numbers of pupils from the 

poor households do not increase in line with the proportions of their numbers at the 

primary education level.  The problem at the secondary and tertiary education levels is 

the payment of tuition fees, which discriminates against the pupils from the poor 

households.  Hence, the policy at the secondary and tertiary education levels acts as a 

stumbling block to the education of the pupils from poor households, leading to 
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meagre benefits in terms of budget allocation to the households in the lowest and low 

household income groups.  

In addition, this may also be attributed to the fact that the pupils from poor 

families may not have pre-requisite capacity to competently pass the examinations 

into the secondary and tertiary education levels, as has been argued in the literature.  

This may be partly attributed to their limited reading culture and less time dedicated 

to studies at the primary education level and to a lesser extent at the secondary 

education level as well. Hence, their numbers in secondary and tertiary education 

institutions are low compared to those in the middle, high and highest household 

income groups. This partly explains why the benefits at the secondary and tertiary 

education levels accrue more to the households in the high and highest household 

income groups as opposed to the poor households.  In view of this, it needs to be 

highlighted that with the poverty reduction policy in Malawi, the government needs to 

rethink its expenditure targeting at the micro level to benefit the poor households the 

most.   

At the regional level, the distribution of benefits is to a great extent aligned 

with the size of the population of pupils in each region.  Hence, the Southern Region 

in total got the highest benefits from the government expenditure programmes on 

education at all levels of education, with the exception of 2005, when most financial 

resources were targeted to the Central Region (Table 5.7).  It is appreciated that the 

trend may continue into the future, unless the distribution of pupils across the regions 

changes in the short to medium term.  Selden and Welsylenko (1992) state that if 

benefits are allocated to households in proportion to enrolment, targeting can be 

considered to have been carried out efficiently.  Therefore, the allocation of public 

financial resources to the regions is well-targeted, as it follows the number of pupils 

in each region.  

However, this may not lead to conclusive remarks on whether it benefits the 

poor or the rich households within each region, because both types of households are 

treated the same way, as members of the region. Therefore, it is difficult at this point 

to appreciate whether the expenditure was going to the poor or rich households.  

Despite this, the argument that the poor households lose out at the secondary and 

tertiary education levels still holds, meaning that the poor in the regions may still 
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benefit more at the primary education level.  

Therefore, with regard to the targeting of public expenditure on education, one 

can conclude that this targeting at the macro level favours the poor households based 

on household income groups.  This is manifested when proportions of the public 

expenditure on education in each household income group are computed relative to 

the total expenditure on education.  This is true for 1998 and 2011, although 2005 

may be in this category to some extent.  At the primary level, the households in the 

lowest household income group benefited the most due to the implementation of the 

universal primary education, which has led to substantial increases in the gross 

enrolment of pupils from 1994 to date.  However, a different picture is presented at 

the secondary and tertiary education levels.  In these areas, the households in the 

lowest household income groups receive the least benefits, and the rich households 

benefit the most, and it is striking to note at these levels that the richest households 

are the major beneficiaries.   

The Southern Region received most of the benefits, followed by the Central 

Region and the Northern Region in both 1998 and 2011.  However, the Central 

Region got the highest share in 2005, while the Northern Region continued to receive 

the least amount of benefits.  Despite these disparities in benefits, the regions were 

provided with adequate financial benefits per their requirements because the targeting 

was based on the number of pupils/students in each region. 

 

5.4.3 Effects of Public Expenditure on Education on Income Distribution 

Comparing the pre-expenditure and post-expenditure shares of income of the 

households in their respective household income groups to the national income was 

crucial in this paper.  This is because the comparison assists in assessing whether the 

policy improved the welfare of the poor or not.  At the overall education level, the 

proportions of household income to the national income for the households in the 

lowest and low household income groups improved in 1998.  On the other hand, the 

income contributions of the households in the middle, high and highest household 

income decreased.  Therefore, the policy was progressive at the general education 

level in 1998.  As stated above, this was confirmed by the reduction in the Gini 

Coefficients (Figure 5.1).  A corollary to this is that the income distribution in 1998 
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improved in favour of the poor households. 

Considering the level of income distribution at each education level, 

particularly at the primary education level and for the poorest households, may be 

interesting.  The proportions of household income of the households in the lowest and 

low household income groups improved a lot at the primary, secondary, and tertiary 

levels regarding the expense of the contributions of household income to national 

income of the households in the middle, high and highest household income groups 

(see Table 5.8).  As was the situation at the general education level, the public 

expenditure levels at the primary, secondary, and tertiary education levels were 

progressive. At all of these levels, the Gini Coefficients went down after the execution 

of public expenditure on education. Therefore, government policy on public 

expenditure on education led to improvements in income distribution for the poor 

households in 1998. 

The picture in 1998 has been attributed to a number of factors. It should be 

noted that this was only four years after the adoption of universal primary education, 

when the government put virtually all of its support into primary education.   In 

addition, this was during the period when gross enrolment at virtually primary 

education level ballooned, meaning that a lot of financial resources were channelled 

to this sub-sector in support of the increased number of pupils, who mostly came from 

the poor households as opposed to other household income groups.  It is also worth 

noting that 1998 preceded the presidential and parliamentary elections in 1999. As 

observed earlier in Tables 5.3, the implementation of the universal primary education 

and electoral cycles are some of the main factors that increased public expenditure on 

primary education.  Hence, this partly explains why the public expenditure policy was 

leaning more to the households in the lowest household income group at the primary 

education level in that year. 

The picture in 2005 was very worrisome in a number of ways.  First, it is 

disappointing to note that only households in the lowest household income group had 

their share to the national income marginally improve—from 7.00 percent before the 

government executed its education programmes to 7.03 percent after the households 

received benefits from the government at the primary education level.  Otherwise, all 

households in all household income groups had their shares to national income 
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worsen, except for the households in the highest household income group.  The latter 

benefitted a great deal from the government education programmes because their 

proportions increased at all education levels.   

Hence, without exception, public expenditure policy in 2005, based on how 

the benefits were distributed to the households, was pro-rich. In this respect, the Gini 

Coefficients increased at all levels after the public expenditure was distributed to the 

households in all household income groups (see Figure 5.1), signifying the point that 

income inequality in Malawi increased too. This could be explained by the fact that 

the budget allocation exercise for the 2004/05 financial year followed the general 

elections in 2004. It can be observed in Figures 4.5 and 4.6 that the expenditure 

pattern in Malawi during this time followed electoral cycles.  Hence, there was some 

reduction in public expenditure on education after general elections in 2004.  This 

may be a reason why at this particular time the policy favoured the rich.  This is the 

opposite of what happened in 1998, when public expenditure was on the increase 

prior to the general elections in 1999.  

Public expenditure policy in 2011 was also favourable because the shares of 

income of the households in the lowest, low and middle household income groups 

grew from 5.60 percent, 9.40 percent, and 13.50 percent to 6.00 percent, 9.55 percent, 

and 13.67 percent, respectively (Table 5.8).  On the other hand, the shares of income 

for the households in the high and highest household income groups decreased after 

the public expenditure on education. In this year too, public expenditure policy was 

progressive.  This is also checked by assessing the movements of the Gini 

Coefficients, which declined in size after the households received the benefits from 

the government.   

The shares for the households in the lowest, low and middle household income 

groups increased at the primary education level.  At the secondary education level, the 

same trend reappeared for the households in the middle income class, while 

households in the lowest and low household income groups lost out because their 

contributions declined.  At the tertiary level, these three groups, including the high 

household income group, failed to benefit from the public expenditure due to a 

reduction of their shares relative to the national income.  On the other hand, the 

households in the highest household income group benefited a lot at this level because 
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their share increased from 51.50 percent to 52.08 percent, emphasising the point that 

expenditure policy was pro-rich at the tertiary level. 

Therefore, comparing the post-benefit income distributive effects across the 

years, one can conclude that public expenditure in 1998 was progressive.    On the 

other hand, the policy in 2005 was pro-rich, and this increased the income inequality 

between the poor and rich households. However, the policy became progressive again 

in 2011, as the Gini Coefficients decreased in that year after the execution of public 

education programmes. With regard to the analysis of the post-expenditure household 

income proportions in each household income group, the government lacked 

consistency in implementing its expenditure policy in line with the poverty reduction 

policy across the years under review, because in 1998 the policy was progressive, and 

this was followed by a pro-rich policy stance in 2005, and then it became progressive 

again in 2011, as evidenced by the movements of the Gini Coefficients as well as 

household income proportions in respect to national income.  

 

 

 

Figure 5.2  Kakwani Indexes Showing the Inconsistency of Expenditure Policy in 

Malawi during the Period under Review 

 

The overall picture of a back-and-forth policy stance is better presented in 

Figure 5.2 above, in which the directions of the Kakwani Index are observed.  When 
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this index is negative, the policy is progressive.  Otherwise, the policy is pro-rich 

when the index is positive.  Looking at the indices, it is also clear that public 

expenditure policy was progressive in 1998 and 2011, while in 2005 it was pro-rich—

working against the poverty-reduction policy.  

Despite this level of inconsistency in implementing a free primary education 

policy, it is clear that in all of the years the households in the lowest household 

income group benefited the most at the primary education level.  Hence, public 

expenditure was targeted well to support the poor households at this level.  In contrast 

to this, public expenditure was poorly targeted at the secondary and tertiary education 

levels because the poor households did not benefit, except for 1998, when the 

expenditure policy was progressive at all levels of education with respect to the 

directions of the Kakwani Indexes (see Figure 5.2). 

The findings call for urgent government policy interventions to change the 

picture in favour of the poor households at both secondary and tertiary education 

levels.  In this respect, there is a need to increase the capacity at both the secondary 

and tertiary education levels in order to raise the number of pupils, particularly those 

from poor families. At the secondary education level, the government should consider 

making secondary education free so as to allow as many pupils from the poor 

households as possible receive secondary education.  Romer (2012: 153) states that 

human capital increases with the time of education, and that people with human 

capital are able to acquire more knowledge and skills, hence increasing their 

productivity and income. This is possible by the fact that additional years of education 

increase an individual’s wages.  Hence, allowing high numbers of poor pupils gain 

secondary education will increase their competence and usefulness in the economy, as 

well as their share in the national income.   

This can be co-supported by the government and the donor community, which 

can apportion their support to primary and secondary education sub-sectors in the 

agreed proportions.  Alternatively, the government should endeavour to increase the 

tax base and further improve its tax administration in order to realise as much revenue 

as possible in support of the proposed policy reform.  This is particularly important if 

the policy is to be sustainable in the long run as foreign aid from donors can be 

unpredictable at times. 
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The most feasible alternative way to increase the capacity of the secondary 

school is to actively involve the private sector in providing secondary education in 

Malawi.  This is already in place in that grant-aided secondary schools run by 

churches are supported by the government based on the number of students enrolled.  

However, this excludes private secondary schools run by individuals and 

corporations.  Therefore, there is need to support these schools as well based on the 

number of students from poor families.  In essence, this demands that grant-aided 

status accorded to mission secondary schools should extend to cover private 

secondary schools run by organisations and individuals. 

The second proposed policy is complex in nature. With universal secondary 

education in place, pressure will develop somehow for increased places at tertiary 

education institutions.  This in part is being resolved now, as the government is 

planning to increase the number of public universities in Malawi.  However, to make 

tertiary education sustainable, the government needs to further reduce the subventions 

going to public tertiary institutions.  Here particular attention is given to the university 

and technical and vocational training sub-sectors, as teacher training colleges will 

remain pivotal in the development and success of universal primary education.  

Therefore, fees need to be charged by public technical colleges and universities in 

order to cover the gap created by the reduction in government subventions. 

In order to protect and promote the students from the poor households, the 

government needs to continue to implement scholarship and student loan programmes 

to support students from poor households.  Efforts should be in place to improve loan 

administration and repayment in order to increase access to loans by the students in 

need. It should be highlighted here that this is not a cost to the government treasury.  

In fact, it is an investment because the graduates are to repay the loan at a cost 

appropriate to government, depending on economic conditions, and this leads to the 

development of efficient and effective human capital, which is necessary for the 

socio-economic development of the country.   

It is also important for the government to collaborate sincerely with private 

schools, teacher training colleges, and technical and vocational colleges and 

universities in Malawi on quality issues and possible increases in the capacity to cater 

to the increased demand to be generated by the proposed universal secondary 
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education policy in the long run. With high quality education, rich households will 

have the choice to place their children in private education institutions whenever there 

are limited places at public education institutions since selection may not be 

accommodative to every other student eligible for entry. This, in a way, will create 

room for students from poor families to undergo the necessary education and training 

for their socio-economic empowerment.  

Unless these recommendations are adopted and implemented by the 

government, income inequality will continue to haunt Malawi because of low 

participation levels by the students from poor households in the lowest and low 

household income groups at secondary and tertiary education levels. This is a fiscal 

challenge that calls for bold policy decision making.   



  

CHAPTER 6 

 

CONCLUSION AND RECOMMENDATIONS 

 

The study was conducted with the objectives to find out the main factors that 

affect public expenditure at different levels of education in Malawi and how these can 

be managed to improve the allocation of budget to the education sector; to assess how 

public expenditure at different levels of education is targeted to the population; and to 

examine and analyse income distributive effects of public expenditure at different 

levels of education with respect to the household income groups in an effort to reduce 

poverty in the country. These are aimed at finding the solutions to the problems of a 

lack of adequate funding to the education sector, which among other things, came 

about due to the  adoption of free education policy and the existence of high income 

inequality in the country. 

In order to come up with the main factors that affect public expenditure on 

education, a comprehensive review of the literature was conducted and four models 

were developed at primary, secondary, tertiary, and general education levels. In view 

of this, public expenditure on each level of education as a proportion of total public 

expenditure in Malawi was treated as the dependent variable; hence four models. The 

models included the economic-demographic factors, which are inflation, per capita 

income growth, urbanisation, and gross enrolment and adoption of universal primary 

education; fiscal illusion factors, that is, fiscal deficit, indirect tax revenue, public 

debt, growth in money supply and foreign grants; the incremental factor, that is, one 

year lagged public expenditure on education; the political business cycle factor—the 

effect of general elections; and the compensation factor, globalisation. Total public 

expenditure and public expenditure on agriculture were also included in the analysis 

based on the findings of the interviews conducted in this study with the Ministry of 

Finance.  Consequently, some hypotheses were developed reflecting how these affect 

public expenditure in Malawi. 
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Secondary parametric data on each variable were collected from various 

government agencies in Malawi from August to October, 2012. In addition, some 

qualitative data were also gathered on how financial resources were allocated to, and 

within, the education sector. Using the Standard Multiple Linear Regression methods, 

all four models were run.  Descriptive statistics, that is, means, standard deviations, 

and minimum and maximum values, were generated.  In addition, Pearson correlation 

coefficients were also produced to assess whether there were relationships between 

the independent and dependent variables on the one hand, and between any two 

independent variables on the other.  The latter assisted in identifying the problems of 

multicollinearity between the independent variables.  

To answer the issues on how financial resources are targeted and how public 

expenditure on education affects income distribution in Malawi, a standard Benefit 

Incidence Analysis model was used mainly to assess how the households in the five 

household income groups benefited from government expenditure programmes on 

education. In addition, the amounts of expenditure assigned to various household 

income groups and three regions were also assessed to see how the targeting was done 

in 1998, 2005 and 2011. This was done by comparing the proportions of the benefits 

relative to total public expenditure on education in each region and household income 

group in order to identify which group received the most benefits. 

The following two sections highlight the results of the study.  The first deals 

with the issues on the factors that affect public expenditure in Malawi and the second 

part tackles matters relating to targeting and the effects of public expenditure on 

education on income distribution. 

 

6.1 Main Factors Affecting Public Expenditure on Education  

 

In response to the first objective, this study has come up with eleven main 

factors which influence decision making with regard to the allocation of financial 

resources to the education sector. In view of this, there are demand factors which play 

a significant role in promoting the growth of public expenditure on education and 

there are constraint variables which restrict it. Largely, the effects of the 

implementation of universal primary education and an increase in per capita income 
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raise public expenditure on general education and primary education.  In addition to 

the preceding factors, inflation, indirect tax revenue, and the holding of general 

elections also increase public spending on primary education, whereas incremental 

budgeting, globalisation, and the receipt of foreign grants lead to a significant decline 

in public expenditure at this level. Further, fiscal deficit facilitates the growth of 

public expenditure on secondary education while globalisation, inflation, and public 

spending on agriculture decrease it. Lastly, the effects of grants and public 

expenditure on agriculture raise public expenditure on tertiary education while fiscal 

deficit reduces it.       

It is important to note in this sense that both demand and constraint factors 

raise and/or suppress public expenditure on education. Some reasons behind the 

increases and decreases of public expenditure on education are given to ensure 

thorough understanding of the issues on the ground in Malawi.  Necessary measures 

have also been prescribed on how to mitigate their effects so as to provide the correct 

amounts of financial resources for efficient and effective implementation of the 

education programmes.  

 

6.1.1 Demand Factors 

There are a number of factors which support the growth of public expenditure 

on education under this category. Adoption and implementation of universal primary 

education policy leads to increases in public expenditure on education as a whole and 

primary education sub-sector in particular.  The positive and significant effects may 

be attributed to the fact that the government has increased the financial resources to 

primary education over time due to high increases in the enrolments of pupils at the 

primary education level following the adoption of the FPEP in 1994. This led to the 

construction of new schools and new school blocks in existing schools, and the 

recruitment of new teachers over the period, as well as increased budgets for learning 

and teaching materials. Busemeyer (2007: 600) affirms that universal primary 

education requires constant demand on public expenditure. This is the case in Malawi, 

as one observes on the levels of expenditure on education. 

The results of this part of the study are in agreement with the Economic-

Demographic Theory, which states that the increase in population leads to growth in 
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public expenditure. In addition, the introduction of the policy alludes to the principles 

of the Power Resources Theory, which states that politicians introduce interventionist 

policies to seek support from electorates for re-election purposes. This confirms that 

the theories apply to Malawi as well as other developing countries. 

The growth in per capita income has positive and significant effects on 

public expenditure on education in general, and the primary education sub-sector in 

particular.  This is in support to what a number of scholars have reported in developed 

countries, and this also confirms the proclamation of the Economic-Demographic 

Theory—that as nations become richer, the population demands more services, 

including those supplied by the government; hence increases in public expenditure.  

The significant effects of improved economic activities on public expenditure on 

education may be a result of a number of factors.  First, Malawi experienced high 

economic growth during certain periods between 1980 and 2010 and this might have 

lead to increases in tax revenue through the effects of income elasticity of taxes in the 

economy, which in turn raise the government’s capacity to fund education projects 

and programmes which are demanded by the general public to that effect.   

At the primary education sub-sector level, the rise in urban population 

significantly reduces public expenditure. Urbanisation also pushes down public 

expenditure on general education, but its effects are insignificant. This is contrary to 

the tenets of the Economic-Demographic Theory, which states that urbanisation 

increases public expenditure.  This may be due the fact that Malawi is a rural-based 

economy, with 85.00 percent of the population living in rural areas.  Hence, whatever 

urban population does in support of increases in public expenditure on education has 

little effect on increasing public expenditure on primary education.  This is supported 

by Stasavage (2005), who asserts that people in the urban areas have interests in 

secondary and tertiary education, whereas those in rural areas are interested in 

primary education.  This might be the case for Malawi.  

International openness of the economy has significant effects in reducing 

public expenditure on education, in contrast to what the Compensation Theory 

portrays and the prediction of the hypothesis that it increases expenditure. The 

negative effects may be possible due to a virtual lack of well-developed civil society 

organisations to lobby for increased public expenditure, particularly during the period 
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of one-party political dispensation from 1980 to 1994.  In addition, Malawi has only 

15.00 percent urbanisation, meaning that the majority are in rural areas where they 

can hardly lobby for the increases in the budget on education following the effects of 

trade liberalisation.  On the part of the government itself, the situation could not be 

supportive either to increase public expenditure on education, partly because in a 

number of years the economy has experienced some swings in the current account 

balance, with deficits dominating. These deficits might have forced government to cut 

back on funding to the education sector during the period because of the low savings 

resulting from poor terms of trade. 

In view of this, the government needs to develop strong supply and regulatory 

policies in order to boost the competitiveness of local industries for them to increase 

the volume and sales of products and employment in the era of trade liberalisation.  In 

turn, increased trade and employment will lead to high tax revenue from trade taxes 

and direct taxes from individual incomes to finance education programmes.  On the 

international front, this will lead to growth in exports and export earnings, which will 

give leverage to the government to increase funding to the education sector. 

At both the secondary and tertiary education levels, the number of students 

does lead to increases in public expenditure on education, contrary to the declaration 

of the Economic Demographic Theory.  This may be because the government has 

placed emphasis on the primary education sub-sector, as such any movements in gross 

enrolments in secondary schools and tertiary institutions are not as important as those 

in primary education in influencing the government to raise public expenditure in 

these sub-sectors.  However, the effects of these two factors are not significant.  

These are the factors which support the growth of public expenditure on 

education based on the demands from the economy. However, they also bring 

pressure on the budget if they are left to grow freely.  Hence, the government needs to 

have strong policy direction to manage these factors at the right levels in order to have 

sufficient and required levels of financial resources for education sector.  It is also 

worth noting that while these factors increase or decrease the size of public spending 

on the education sector, it is important for the government to support them in their 

own right for the economy to be buoyant and supportive of the education sector in the 

long run.   
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6.1.2 Constraint Factors 

There are a number of constraint factors that affect public expenditure on 

education, and fiscal deficit is one of them.  It is important to note that while growth 

in fiscal deficit reduces public expenditure on the general education sector and tertiary 

education levels, it increases public expenditure on primary and secondary education 

levels.  However, the effects of fiscal deficit on the general education and primary 

sub-sector levels are insignificant.  On the other hand, fiscal deficit is the main and 

significant factor that is responsible for increasing public expenditure on secondary 

education.  This means that the government mostly uses budget overruns and 

borrowing from the economy to fund secondary education.  At the tertiary level, fiscal 

deficit reduces funding—meaning that whenever the treasury is faced with financial 

difficulties, they are likely reduce subventions to tertiary institutions for them to 

create some savings and to support other areas such as primary education.  

While fiscal deficit leads to growth in public expenditure on secondary 

education, it is not prudent to allow it to increase uncontrollably because it requires 

financing in the end, either through borrowing or taxation.  If financing is through 

money printing, fiscal deficit leads to inflation, which reduces the welfare of the 

people in the economy.  However, if it is through borrowing from the general public, 

the private sector is denied access to loanable funds for investment in the short to 

medium term due to increases in interest rates, and this can negatively affect the 

levels of production in the economy.  If borrowing is from external savers, there are 

also fears of external debt problems in the long run due to the depreciation of local 

currents and high interest rates, which substantially increase the amounts of 

amortisation and interest payments.   In view of this, it is not wise for the government 

to depend on fiscal deficit or public debt in implementing educational programmes.  

Therefore, the size of the fiscal deficit needs to be controlled. 

The effect of foreign grants is significant and it reduces the levels of public 

expenditure on primary education.  This is contrary to Fiscal Illusion Theory, but it is 

not surprising at all.  Stasavage (2005) found that if grants are provided for general 

budget support they tend to reduce public expenditure on education.  This is what the 

results display and confirm in this study.  This may be so because foreign grants were 

largely targeted to other sectors in Malawi.  Additionally, grants are unpredictable and 
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unreliable at times.  Ng’ambi (2010) alluded to this point, saying that the Royal 

Danish government withdrew development aid from Malawi when it was needed most 

to support universal primary education.  Hence, total grants might cause some 

conflicting and negative effects to that effect.  On the other hand, the effect of foreign 

grants at the tertiary level is significant and leads to increases in public expenditure on 

tertiary education. Stasavage (2005: 352) also found that if grants are targeted to the 

education sector, they increase the public expenditure in this sector.  Although the 

grants were not directly targeted to the education sector in this study, there are a lot of 

development programmes that have taken place in tertiary institutions in Malawi. 

These are supported by donors directly and this is why foreign grants prove to be the 

main factor that raises public expenditure on tertiary education. This supports the 

theory and the hypothesis set in this study. 

 Inflation is also another factor that influences the growth in public 

expenditure on the primary and secondary education sub-sectors.  At the primary 

education level, increases in inflation lead to growth in public expenditure.  This may 

be attributed to the fact that the cost of procuring the same amount of goods and 

services goes up, and if the government wants to maintain the same volumes of 

commodities, it has to increase the amount of financial resources.  This may have 

happened in Malawi when inflation was high in most of the years during the period 

under review. Furthermore, Ouanes and Thakur (1997: 63) assert that inflation 

contributes to increases in tax revenue through inflation tax.  This means that as prices 

of commodities go up, the amount of taxes levied thereon also increases, and this 

raises revenue to finance education programmes.  Malawi has had a number of wages 

and salary reviews in the public sector because of inflation, among other factors, and 

the education sector employs the largest number of employees in the public sector.  

Hence, these reviews might also have contributed to the rise of public expenditure on 

education in Malawi, and these are reflected in the positive relationship noted here.  

Despite the positive effects reported above, it is also important to note that 

inflation has negative effects on public expenditure on secondary education.  This is 

contrary to the principles of the Economic-Demographic Theory.  However, this 

agrees with what other researchers have reported—that inflation decreases public 

expenditure on education (Okafor and Eiya, 2010: 47; Ezirim et al., 2008).  This is 
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expected because the Government of Malawi has set primary education as a priority.  

By implication, this means that whenever inflation increases, funding to the secondary 

education sub-sector is possibly reduced to accommodate the demands in the primary 

education sub-sector.  In addition to this, when inflation is very high the government 

reduces public spending to control it. 

It should be emphasized that inflation raises the cost of living through the 

reduction of the value of income, and this renders some segments of the economy 

vulnerable and unable to cope with the high prices of goods and services.  It has also 

been argued that swings in inflation make it difficult for businesses to develop 

medium- to long-term investment plans in the economy (Hubbard, 2005). If this 

holds, production levels in the economy may also be affected negatively.  Hence, the 

government should make concerted efforts to control inflation at acceptable levels in 

order to mitigate its effects on public expenditure on education and the economy.   

Public spending on agriculture has mixed effects on public spending on 

education.  At the secondary level, increases in public expenditure on agriculture 

greatly reduce public expenditure on education, while at the tertiary level they raise it. 

Negative effects may have come in as expected because the agriculture sector is a 

priority sector as well. This means there is competition between the education and 

agriculture sectors for financial resources, hence the reduction in funding to secondary 

education.  On the other hand, tertiary education may indeed benefit from increases in 

funding to the agriculture sector.  Malawi is an agriculture-based economy, and the 

development of expertise in agriculture at the tertiary education level was and is still 

necessary for the economy. Hence, an increase in agricultural activities might have 

warranted corresponding growth in the funding of tertiary education through the 

expansion of the activities in colleges that are related to agriculture.   

Indirect tax revenue accounts for 28.60 percent in variance of public 

expenditure on primary education.  However, its effects on public expenditure on 

general education, and secondary and tertiary education, are negative and 

insignificant.  Indirect tax revenue accounts for over 70.00 percent of total tax 

revenue in Malawi.  Hence, its movements have direct effects on primary education, 

which is the focus area for the government.  While indirect tax revenue proved to be 

the main source of financing to primary education, there is fear that this type of tax 
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makes the tax system regressive, as a lot of indirect tax revenue comes from the 

taxation of consumption, which the poor also enjoy (Medhi Krongkaew, 1979: 54).  In 

Malawi the ratio of indirect tax revenue to total tax revenue has been over 70.00 

percent, if taxes on dividends and company profits are taken into account, and around 

60.00 percent on average, if business taxes are disregarded during the period under 

review. Hence, the problem of the regressivity of taxes poses a big challenge to 

government efforts to reduce poverty in Malawi. Therefore, an increase in indirect tax 

revenue may not be the proper tax policy direction, as this victimises the poor 

households in most cases.  This calls for tax reforms to focus attention on direct taxes, 

for example. 

The effects of holding general elections on public expenditure on primary 

education were found to be positive and significant.  This is in agreement with the 

Political Business Cycle Theory, which states that public expenditure grows during 

the election years for the purposes of the re-election of the party in government. In 

this study, the effects of holding general elections accounted for 54.70 percent growth 

in public expenditure on primary education, holding other factors constant. This is 

partly because 85.00 percent of the national population in Malawi are in rural areas. 

Hence, politicians garner support through increasing public expenditure during 

election periods.  This is confirmed by Stasavage (2005: 344), who states that because 

the majority of voters are in rural areas in developing countries, political leaders tend 

to please them for their support for re-election.   

The increased expenditure in response to general elections is most likely 

financed by printing money or increases in domestic debt from the general public 

and/or banking sector.  The evils of printing money and domestic debt are inflation, 

the crowding out of the private sector, and debt crises in many instances.  In addition, 

there is also a problem of rises in the future tax burden in order for the government to 

repay the debt if the contracting of public debt is not a policy option for financing 

public expenditure during the election periods. Therefore, public expenditure during 

the electoral periods needs to be controlled in order to avoid the undesirable effects of 

overspending on the economy.  
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Table 6.1  Effects of the Factors on Public Expenditure on Education 

 

Independent 

Variables 

Effects of Variables as per the Theory and Results 

Effects as 

per Theory 

Primary 

Education 

Secondary 

Education 

Tertiary 

Education 

Education 

Sector 

Demand Factors 

PCG + + * * + 

URB + - * * - 

UPE + + * * + 

GLOB + - - * - 

GSEN  + * - * * 

GTEN + * * - * 

Constraint Factors 

DEF + + + - - 

ITR + + - - + 

GRANT + - * + - 

INF + + - + + 

GEt-1 + - * * - 

AGRI - * - + * 

ELT + + * * + 

TGE + - * - - 

DEBT + * + * * 

MS + * + * * 

 

Note: + Means agreement with the theory. - Means contradiction with the theory.  

* Means not included in the model.  

 

Incremental budgeting has negative and significant effects on public 

expenditure on primary education and insignificant effects on public expenditure on 
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the education sector in general. In both cases, the findings do not support the 

hypothesis or the principles of incrementalism.  This is partly the case because 

budgeting in this sector is based on the needs of the institutions.  For example, it was 

stated that budgeting is to some extent based on the number of students, the number of 

teachers, and demands for infrastructure.  Further, the Ministry of Finance funds the 

education sector based on the requests submitted by the Ministry of Education, 

Science and Technology and other related agencies in the sector.  Hence, budgeting 

and funding are based on the activities to be implemented other than on the principles 

of incrementalism. 

The effects of the growth of the money supply and public debt on public 

expenditure on secondary education were positive and insignificant, implying that 

there are no fears for government to worry about their movements as of now. 

However, surveillance on its behaviour is essential because of the negative effects, 

such as inflation and debt crises, on the economy. 

In addition, the size of the national budget in the treasury, or total public 

expenditure in this case, leads to the reduction of public expenditure on education at 

primary, tertiary and general education levels.  During the interviews, it was 

emphasized that allocation of resources to sectors depends largely on the size of the 

financial resource envelope in a particular year.  By implication, the results show that 

the amount of financial resources in the government coffers has not been that 

adequate or has been channelled to other sectors, such as agriculture, other than to the 

education sector over the period under review.  However, the effects are also 

insignificant to warrant worries about the economy with regard to public expenditure 

on education. 

In conclusion, there are factors which affect public expenditure on education 

while having positive effects on the economy as well in the long run. However, there 

are also constraint factors which increase or decrease government spending on the 

education sector; however, their growth has negative ramifications on the economy as 

a whole.  In this case, the fear is not only their effects on the exaggerating financial 

resources going to the education sector, but also their negative effects on the economy 

as a whole if they are left unchecked. Therefore, it is important for the government to 

control the movements of these factors for fear of their negative effects on the 
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economy in general and on the budget going to the education sector in particular.  

This is important because it will release some funds necessary to finance projects and 

programmes in other sectors or to expand the activities within the education sector. 

With regard to the applicability of public finance theories, it was also 

confirmed that these do apply to developing countries in general or to Malawi in 

particular based on the findings of this study.  Applicability is mainly in favour of the 

theories at the general education level and in the primary education sub-sector, as 

many factors behave in agreement with the declarations of the theories and 

hypotheses developed in this paper.  However, as one moves to secondary and tertiary 

education levels, the applicability of the theories becomes questionable as 

contradictions emerge (see Table 6.1).  Therefore, there is a need to have further tests 

of the theories and to make some additions to them if deemed necessary in order to 

accommodate the contradicting findings of this study and those found by many other 

scholars in their respective studies, as indicated in the literature reviewed in this 

paper. 

 

6.2 Targeting and Income Distributive Effects of Expenditure on 

Education  

 

At the macro level the households in the lowest household income group 

received most of the benefits as a proportion of total expenditure in 1998. They, in 

total, had access to 27.31 percent of the total expenditure on education, while the 

households in the highest household income group received 21.11 percent.  In 

comparison, amongst the household income groups, it was also evident that the 

targeting of the benefits was toward the poor.  The households in the first three 

groups, comprising the lowest, and the low and middle household income groups 

amassed 65.12 percent of the total expenditure.  This is because a lot of pupils from 

the poor households have access to free primary education. 

While the targeting favoured the poor households at the education sector level 

in 1998, the direction changed toward the rich households in 2005.  In this respect, 

64.47 percent of the total expenditure on education was targeted to the high and 

highest household income groups.  For example, the households in the highest 
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household income group claimed as high as 49.41 percent of the benefits.  On the 

other hand, the households in the lowest household income group received only 10.52 

percent, almost a fifth of what the richest households had access to.  The richest 

households got 40.88 percent in 2011 as opposed to the 13.54 percent which the 

households in the lowest household income group had received. Assessing the gravity 

of the problem with targeting in this year is vital.  For example, the households in the 

first three household income groups received 43.34 percent of the expenditure, which 

is not enough to make a difference in bridging the income inequality gap between the 

poor and rich. 

At the primary level, there was a mix in the way in which the households 

benefitted in these years. In 1998, the targeting was done well at the primary 

education level, where the households in the lowest household income groups had 

access to 31.57 percent of the total expenditure executed at this level.  Unfortunately, 

the targeting was not favourable to the poor households in 2005—all households were 

given almost the same proportions across household income groups.  This is because 

the difference between the highest proportion going to the middle household income 

group and the lowest proportion for the highest household income group was only 

2.48 percent, a very small range indeed.  The households in the highest household 

income group received 18.33 percent, while the poorest households got 19.77 percent 

of the total expenditure in the primary education sub-sector.  However, the targeting 

of beneficiaries improved in 2011 because it had an inclination toward the poor 

households.  In this respect, the households in the lowest household income groups 

accessed 21.54 percent, while the richest households claimed 16.73 percent of the 

public expenditure on education.  Although the picture was almost the same as in 

2005, the government targeted the benefits to the poor households in 2011.  However, 

there was a problem of capturing a great deal of benefits in this year.  The households 

in the three middle household income groups received 61.74 percent of public 

subsidies on primary education. 

At the secondary education level, the picture was gloomy in that the 

households in the lowest household income group received 16.34 percent, whereas 

those in the highest household income group enjoyed the highest benefit, amounting 

to 30.95 percent of the total expenditure in 1998. In 2005, the picture was not good 
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either. The richest households claimed 48.06 percent, whereas the households in the 

first three household income groups together received 28.90 percent only.  Lastly, the 

households in the lowest household income group were the most victimised, getting 

as little as 6.21 percent of the benefits in 2011.  On the other hand, the households in 

the high and highest household income groups together received 66.19 percent of the 

benefits. 

The targeting was in favour of the households in the highest household income 

group at the tertiary education level in all years under review.  In 1998, the 

households in the highest household income group received 51.03 percent, leaving the 

balance to be shared among the other four household income groups.  In contrast, the 

poor households in the lowest household income group got only 16.86 percent, while 

the households in the low household income group received a proportion amounting 

to 4.66 percent of the benefits.  In 2005 the same picture was repeated in that the 

richest households virtually got the entire amount of subsidies dedicated to the tertiary 

education sub-sector. The benefits going to the households in the highest household 

income group were 10.34 times greater than the amount going to the first four 

household income groups combined. This indeed signifies the poor targeting of 

financial resources by the government. The situation was virtually the same in 2011, 

where the richest households received 90.17 percent of the total benefits from tertiary 

education, leaving a small proportion to be distributed among the first four household 

income groups. 

Considering the benefits which the households in the respective household 

income groups received in proportion to total expenditure, it is important to note that 

targeting was favourably conducted to assist the poor in 1998, when the general 

education sector is taken into account.  Targeting in 2005 and 2011 was poorly done, 

as the richest households got the lion’s shares in these years.  However, at the primary 

level, the households in the lowest household income group benefited a lot in 1998 

and 2011.  Targeting in 2005 was not as good since all household income groups were 

treated the same. Targeting at secondary and tertiary levels favoured the rich 

households. 

The analysis at the regional level yielded consistent results.  In all the years, 

the Northern Region, which has the lowest number of pupils enrolled at the general 
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education level, received the least proportions of the benefits compared to the Central 

and Southern Region.  In 1998, this region got 10.39 percent of the total expenditure 

while the Southern Region got 52.88 percent.  The same trend was repeated at all 

levels of education in 1998.  In the same vein, the Northern Region got the minimum 

amounts, whereas the Southern Region received the highest proportions of the total 

expenditure at primary, secondary, and tertiary education levels.   

In 2005, the picture remained almost the same, with the Northern Region 

getting the least share of 10.59 percent while the Central Region in this particular year 

received the highest, amounting to 46.34 percent of the total expenditure at the overall 

education level.  At the primary and tertiary education levels, the same trend applies.  

However, at the secondary education level, the Southern Region got the highest share 

of public expenditure, with the Northern Region maintaining its position of getting the 

least share of the benefits. 

Almost the same picture reported for 1998 above was portrayed in 2011, 

where the shares were distributed in the order of the Northern, Central, and Southern 

regions getting the lowest, lower, and low proportions of total expenditure, 

respectively.  However, at the primary education level, the Central Region got the 

highest proportion, while the Northern Region had the least amount of benefits in 

relation to the total allocations. 

Hence, the targeting of benefits as a proportion of total expenditure favoured 

the Southern Region in both 1998 and 2011.  However, the Central Region received 

the highest shares of total expenditure and the Northern Region continued to get the 

lowest share of the benefits in the education sector in 2005. However, it is worth 

noting that the distribution of the benefits was to a great extent aligned with the size 

of the population of pupils in each region.  Selden and Welsylenko (1992) have stated 

that by allocating benefits to households in proportion to enrolments, the issues on 

targeting are answered.  Therefore, the allocation of public financial resources to the 

regions is well-targeted, as it follows the number of pupils in each region. 

Turning to the effects of public expenditure on income distribution is also 

important here in order to assess who benefited from the public expenditure 

programmes.  At the overall education level, public expenditure policy was 

progressive in 1998 because it brought about some improvements in the proportions 
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of household income to national income in the first two household income groups 

after public expenditure on education was executed. On the other hand, income 

proportions for the households in the middle, high and highest household income 

groups dropped meaning that there was a transfer of income to poor households.   For 

example, the share of household income in the lowest and low household income 

groups increased from 4.5 percent and 10.10 percent to 10.19 percent and 13.80 

percent, respectively.  This was confirmed by the reduction of the Gini Coefficients 

from 0.4040 before the public expenditure on education to 0.3089 after public 

expenditure on education, showing that the gap between the rich and poor households 

was reduced through public programmes on education. 

The policy changed direction in 2005 in favour of the rich households.  In this 

case, all of the shares of income of the households in the first four household income 

groups virtually plummeted, although the contributions of the income of the 

households in the lowest household income group marginally increased from 7.00 

percent to 7.03 percent. The shares of the households in the highest household income 

groups increased after expenditure on education was incurred.  The Gini Coefficient 

also increased from 0.3548 to 0.3649, confirming that in 2005 the expenditure policy 

was pro-rich.  Concurring with the findings under expenditure incidence, the policy 

reverted to become progressive in 2011 at the general education level.  The shares of 

the income of the households in the first three household income groups increased 

noticeably from 5.60 percent, 9.40 percent, and 13.50 percent to 6.00 percent, 9.55 

percent, and 13.67 percent, respectively, while those of the last two groups went down 

after the public expenditure on education.  The Gini Coefficient also decreased from 

0.4088 to 0.4006.  This is an indication that government policy in this year supported 

the households in the poor segments of the economy. 

The situation at the micro level almost followed the trends established at the 

education sector level during the years under review. For the households in the lowest 

and low household income groups, there were improvements in their shares at all 

three levels of education in 1998, meaning that there was a narrowing of income 

inequality. The testimony is clearly depicted in the movements of the Gini 

Coefficients, which declined from 0.4040 before expenditure policy to 0.3096, 0.3206 

and 0.3213 at primary, secondary, and tertiary levels, respectively. However, 
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expenditure policy increased income inequality at primary, secondary, and tertiary 

education levels in 2005. Except for the shares of the households in the highest 

household income group, contributions to the national income for all other household 

income groups had virtually gone down at all education levels.  However, the ratio of 

income for the households in the lowest household income group at the primary 

education level increased from 7.00 percent to 7.16 percent. Hence, there was a 

worsening of income distribution in 2005. 

The shares at the primary, secondary, and tertiary education levels exhibited 

different patterns in 2011.  The shares for the households in the lowest, low and 

middle household income groups increased at the primary education level.  At the 

secondary education level, the same trend reappeared for the households in the middle 

income class while the households in the lowest and low household income group lost 

out, as their shares decreased.  At the tertiary level, these three groups, including the 

households in the high household income group failed to benefit from the public 

expenditure, as their contributions declined.  On the other hand, the households in the 

highest household income group benefited a lot at this level because their shares grew 

from 51.50 percent to 52.08 percent. 

Holistic analysis across all the three levels reveals that in general the poor 

households were targeted and benefited most from the public expenditure at the 

primary education level.  At the secondary and tertiary levels, the rich households 

were the main beneficiaries.  However, there were particularly special targeting 

efforts to reduce the income inequality gap in 1998, because the poor households in 

that year benefited a lot even at the secondary education level.   

In short, the public policy on education was progressive in both 1998 and 

2011.  This was confirmed by the reduction in the Gini Coefficients and the increases 

of the proportions of the income for the households in the lowest and low household 

income groups.  On the other hand, the policy was extremely pro-rich in 2005 since 

the proportions of income of the poor households to national income reduced 

substantially. 
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6.3 Theoretical Contributions  

 

All in all, there is a mix of results with regard to the theoretical assertions and 

hypotheses put forward in this paper (see Table 6.1).  In most cases, particularly for 

the education sector and at the primary education level, most factors behaved as 

public finance theories predicted and as empirically proven by other studies cited in 

this paper, and this confirms that the theories are applicable to Malawi as well at these 

education levels.  However, there was a departure as one moved to the secondary and 

tertiary education levels, where the factors behaved differently in most cases as 

opposed to the principles of public finance theories considered and applied in this 

study.  A case in point concerns inflation, fiscal deficit, indirect tax revenue, and the 

receipt of foreign grants, among others. They all virtually violated the requirements of 

public finance theories, implying that the theories’ application in this case was suited 

at the primary and overall education levels but was hardly so at the secondary and 

tertiary levels. Hence, the general conclusions of some theories are applicable at some 

levels and yet at other levels, the factors do not obey the theoretical assertions under 

review in this study.  Therefore, it is proper to add to the theoretical knowledge that 

public finance theories apply to the developing world differently depending upon the 

sector and its sub-sectors.  For example, fiscal deficit increases expenditure at 

primary, tertiary, and general education levels, but it does not do so at the secondary 

education level.  The same applies to the growth in foreign grants, which increases 

public expenditure in the tertiary education sub-sector and yet fails to do the same at 

the primary and general education levels.   

While generalisation of the application of the theories is important at the 

macro level and at the cross-national level, additions to the theories should be made to 

reflect what really happens at the sub-sector levels.  This is important because it will 

assist the national government in pinpointing the areas where policy interventions are 

to be implemented and to achieve maximum effects.  This proves the arguments 

advanced earlier on in this study—that generalisations should be carried out with 

caution as different countries have different characteristics, requiring specific 

theoretical assertions. 
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6.4 Policy Implications 

 

The study has unveiled eleven main factors which affect public expenditure on 

education and its sub-sectors in Malawi.  In this respect, several factors promote 

growth in public expenditure at different levels of education, while others limit it. The 

implementation of universal primary education and increases in per capita income 

raise public expenditure on education at the macro level, while globalisation reduces 

it.  At the primary education level, growth in per capita income, an increase in 

inflation, the implementation of the universal primary education, an increase in 

indirect tax revenue, and the holding of general elections significantly increase public 

expenditure.  On the other hand, demands for education services by the urban 

population, international openness, receipts of foreign grants, and incremental 

budgeting limit the government’s ability to increase public expenditure on primary 

education.  Further, increases in fiscal deficit lead to the expansion of public 

expenditure on secondary education.  However, international openness, public 

spending on agriculture, and increases in inflation reduce the levels of public 

expenditure at the secondary education level. Public expenditure on agriculture and 

receipt of foreign grants are the main factors promoting growth in public expenditure 

on tertiary education, whereas the effects of the fiscal deficit decrease it in Malawi. 

With respect to targeting and how public expenditure affects income 

distribution, the findings have proven that public expenditure on education is poorly 

targeted at the secondary and tertiary education levels and it subsequently increases 

income inequality at these levels. However, with assistance of universal primary 

education, the policy is mostly progressive at the primary education level. In view of 

this, the government needs to rethink and reposition itself toward assigning more 

resources to the poor households at the secondary and tertiary level.  Further, the 

government needs to develop commitment to its poverty-reduction policy and try to 

avoid inconsistencies in targeting the poor households, as evidenced by poor targeting 

in 2005 toward supporting the rich households.   

Based on the effects of the factors that affect public expenditure on education, 

the targeting and effects of public spending on education on income distribution, a 

number of policy recommendations have been developed to assist the government in 
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improving the allocation of financial resources to the education sector and in 

increasing income equality in Malawi. In this connection, the government should: 

1) Endeavour to control inflation, as this exaggerates the cost of providing 

funding to the education sector and has negative effects on the economy; 

2) Devise and implement tax reforms programmes in order to reduce 

dependence on indirect tax revenues;   

3) Vigorously pursue policies to promote and maintain economic growth.  

This is beneficial in that it increases employment and investment leading to high 

levels of production and sales.  This results in high taxable income due to the income 

elasticity of taxes, which would increase tax revenue and funding to the education 

sector; 

4) Strive to have a balanced budget and/or control the fiscal deficit at low 

levels due to its negative effects, such as inflation and the crowding out of the private 

sector in the economy; 

5) Embark on strong family planning campaigns to control the young 

population in order to ease the pressure coming from the increases in enrolments in 

Malawi schools in the medium to long term; 

6) Expand scholarships and student loan programmes to increase access of 

poor students to secondary and higher education. In addition, the government should 

consider making secondary education free in the medium to long term in order to 

increase income equality in the country; and 

7) Further increase cost recovery programmes for secondary and tertiary 

education. 

 

6.5 Suggestions for Further Studies 

 

It is important to appreciate the fact that this research is not without 

limitations.  For example, the period of study was a bit short in response to time and 

financial constraints, and the problems encountered during the data extraction and 

collection.  In view of this, there is a need for a thorough study to examine the issues 

raised in this research.  For instance, at both secondary and tertiary education levels, 

the factors explaining the variances in public expenditures were few in number, and 
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the levels of variances explained were on the lower side in this case.  It is also 

essential to note that there was a condition attached to the applicability of the public 

finance theories to Malawi, as confirmed by this study, and to other developing 

countries, as reported in various studies by other scholars.  For instance, the effects of 

inflation and urbanisation under the Economic-Demographic Theory, fiscal deficit 

and foreign grants under the Fiscal Illusion Theory, globalisation under the 

Compensation Theory, and incrementalism reduced public expenditure depending on 

the level of education. This is contrary to the principles upholding the public finance 

theories advanced in the literature. 

In view of these findings, the theories need to be further subjected to a number 

of tests.  Hence, further studies in education, health, and other sectors and their 

respective sub-sectors should be carried out in order to confirm the contradictory 

findings, and if possible, adjust the theories at both the macro and micro levels.  The 

adjustments may be applicable to both developed and developing countries, or only to 

the developing world, depending upon the findings. This will be beneficial in the area 

of public finance theory development and application. 

It may be possible that the different and contradicting findings by various 

scholars come about due to the way in which the theories are applied in various parts 

of the world.  If this is proven to be correct, clear procedures should be developed to 

guide the conduct of the tests in order to ensure consistency in their application in 

both the developed and developing world.  Otherwise, the theories will be challenged 

and justification for further studies and additions to the theories are inevitable. 



  

BIBLIOGRAPHY 

 

Adamtey, Nicholas.  2009.  Benefit Incidence for Education, Health and Water 

Sectors in Ghana.  Accra: Integrated Social Development Centre. 

Afzal, Mohammad and Abbas, Qaisar.  2010.  Waigners Law in Pakistan: Another 

Look.  Journal of Economic and International Finance.  2 (January): 

12-19.      

Ajwad, Mohamed and Wodon, Quentin.  2002.  Who Benefit from Increased Access 

to Public Services at the Local Level? A Marginal Benefit Incident 

Analysis for Education and Basic Infrastructure.  World Bank 

Economists’ Forum.  2 (July): 155-157.  

Akambi, Olusegun and Schoeman, Niek J.  2007.  Measuring the Determinants of 

Education Spending in Africa.  Working Paper 2007-07.  Pretoria:  

University of Pretoria.  

Allen, Stuart D.; Sulock, Joseph M. and Sabo, William A.  1986.  The Political 

Business Cycle: How Significant?  Public Finance Quarterly.  14 

(January): 107-112. 

Al-Samarrai, Samer.  2003.  Financing Primary Education for all: Public 

Expenditure and Education Outcomes in Africa.  Brighton:  Institute of 

Development Studies, University of Sussex. 

Al-Samarrai, Samer and Zaman, Hassan.  2002.  The Changing Distribution of 

Public Education Expenditure in Malawi.  African Region Working 

Paper Series No. 29.  Washington, D.C.: World Bank. 

Amakom, Uzochukwu.  2012.  Public Expenditure on Education and Health in 

Nigeria: Who Benefit and Why?  International Journal of Business 

Management.   7 (June): 48-59.  

Amakom, Uzochukwu and Ogujiuba, Kanayo.  2010.  Distributive Impact of Public 

Expenditure on Education and Healthcare in Nigeria: A Gender Welfare 

Dominance Analysis.  International Journal of Business Management.       

5 (December): 116-127. 



166 
 

Asghar, Zahid and Zahra, Madassar.  2012.  Benefit Incidence Analysis of Public 

Spending on Education in Pakistan Using PSLM Data.  Lahore Journal 

of Economics.  17 (Winter): 111-136.  

Blanchard, Olivier.  2006.  Macroeconomics.  4th ed.  New Jersey: Pearson Prentice 

Hall. 

Block, Steven.  1999.  Political Business Cycles, Democratization, and Economic 

Reform: The Case of Africa.  Journal of Economic literature: 23 

(August): 16-35. 

Busemeyer, Marius.  2007.  Determinants of Public Education Spending in 21 OECD 

Democracies, 1980-2001.  Journal of European Public Policy.  14 

(June): 582-610.  

Chakravbarti, Anindita and Joglekar, Rama.  2006.  Determinants of Expenditure on 

Education: An Empirical Analysis Using State Level Data.  Economic 

and Political Weekly.  (April 15): 1465-1472. 

Chu, Ke-young; Davoodi, Hamid and Gupta, Sanjeer.  2000.  Income Distribution 

and Tax and Social Spending Policies in Developing Countries. IMF 

Working Paper. Washington, D.C.: IMF. 

Cubero, Rodrigo and Holler, Ivanna Vladkova.  2010.  Equity and Fiscal Policy: 

Income Distribution Effects of Taxation and Social Spending In 

Central America.  IMF Working Paper.  Washington, D. C.: IMF. 

Cuenca, Janet.  2008.  Benefit Incidence Analysis of the Public Spending in the 

Philippines: A Methodological note.  Discussion Paper No. 2008-09.  

Makati City: Philippine Institute for Development Studies.  

Davoodi, Hamid R.; Tiongson, Erwin R. and Asawanuchit, Sawitree S.  2003.  How 

Useful are Benefits Incidence Analyses of Public Education and 

Health Spending.  IMF Working Paper.  Washington, D.C.: IMF. 

Dougherty, Christopher.  1992.  Introduction to Econometrics.  New York: Oxford 

University Press.  

Dye, Thomas. 2011. Understanding Public Policy.  13th ed.  New Jersey: Pearson 

Education.   

Dye, Thomas.  2005.  Understanding Public Policy.  11th ed.  New Jersey: Pearson 

Education.   



167 
 

Dye, Thomas.  1978.  Understanding Public Policy.  3rd  ed. Eaglewood Cliffs, N. J.: 

Prentice-Hall. 

Etzioni, Amatai.  1967.  Mixed Scanning: A “Third Approach to Decision Making. 

Public Administration Review.  27 (December): 385-392. 

Ezirim, Chinedu; Muoghalu, Mike and Elika, Uchenna.  2008.  Inflation Versus 

Public Expenditure Growth in the USA: An Empirical Investigation.  

North American Journal of Finance and Banking Research.  2 

(December): 26-40. 

Glinskaya, Elena.  2005.  Education and Health Expenditure in Bangladesh: Benefit 

Incidence Analysis.  Journal of Developing Societies 2005.  21 (1-2):        

91-120. 

Gloudemans, Philip.  2010.  Allocating Funds Based on Student and School Needs. In 

Student-Based Budgeting. Voice of Urban Education (Fall 2010).  

Retrieved June 25, 2012 from 

http://annenberginstitute.org/sites/default/files/product/198/files/VUE29.p

df 

Government of Malawi.  2011.  Malawi Growth and Development Strategy II. 

Lilongwe: Government of Malawi. 

Government of Malawi.  2007.  The 2007 Millennium Development Goal Report. 

Lilongwe: Government of Malawi.  

Government of Malawi.  2006.  Malawi Growth and Development Strategy: From 

Poverty to Prosperity.  Lilongwe: Government of Malawi. 

Government of Malawi.  2002.  Malawi Poverty Reduction Strategy Paper.  

Lilongwe: Government of Malawi. 

Government of Malawi.  1990.  Economic Report.  Zomba: Government Printer. 

Ha, Eunyoung.  2008.  Globalisation, Veto Players and Welfare Spending.  

Comparative Studies.  41 (June): 783-813. 

Haggard, Stephan and Kaufman, Robert.  2008.  Development, Democracies and 

Welfare States: Latin America, East Asia and East Europe.  New 

Jersey: Princeton University Press. 

 

 

http://annenberginstitute.org/sites/default/files/product/198/files/VUE29.pdf
http://annenberginstitute.org/sites/default/files/product/198/files/VUE29.pdf


168 
 

Hakro, Ahmed and Akram, Muhammed.  2007.  The Incidence of Government 

Expenditure on Education and Health: Microeconomic Evidence in 

Pakistan. Lahore Journal of Economics.  12 (Winter): 27-48. 

Hango, Ruben.  The Malawi Education System: Changes and Challenges Facing 

the Education System in Malawi (1994-2003).  An Article Submitted To 

Malawi Update Newsletter in The United Kingdom.  Retrieved July 20, 

2011 from 

http://www.google.co.th/search?hl=en&rlz=1R2SKPB_enTH371&q=Chan

ges+and+Challenges+Facing+the+Education+System+in+Malawi+%2819

94+%E2%80%93+2003%29&btnG=Search&meta=&aq=f&aqi=&aql=&o

q=&gs_rfai= 

Hanushek, Eric and Rivkin, Steven.  1997.  Understanding the Twentieth-century 

Growth in U.S. School Spending.  Journal of Human Resources.  32 

(Winter): 35-65. 

Harmer, Jeffrey; Nabi, Ijaz and Cercone, James.  1995.  Distributive Effects of Social 

Sector Expenditure in Malaysia, 1974-1989.  In Public Spending and the 

Poor: Theory and Evidence.  Dominique van de Walle and Kimberly 

Nead, eds.  Washington, D. C.: World Bank. Pp. 521-554.  

Heckelman, Jac. and Whaples, Robert.  1996.  Political Business Cycle Before the 

Great Depression.  Economics Letters.  51 (May): 247-251. 

Hibbs, Jr., Douglas.  1977.  Political Parties and Macroeconomic Policy.  The 

American Political Science Review.  71 (December): 1467-1487. 

Hubbard, R. Glenn.  2005.  Money, the Financial System and the Economy.  5th ed. 

Boston: Pearson Education. 

Hubbard, R. Glenn and Obrien, Anthony Patrick.  2006.  Economics.  4th ed.  New 

Jersey: Pearson Education. 

International Food Policy Research Institute.  2003.  Public Spending and Poverty 

in Mozambique.  Discussion Paper 167.  Washington, D. C.: IFPRI. 

Johannes, Tabi; Etoh-Azah, Peter Angyie and Tafah, Akwi.  2009.  Who Benefits 

from Combined Tax and Public Expenditure Policies in Cameroon.  

Journal of Development Areas.  43 (September): 1-23 

 

http://www.google.co.th/search?hl=en&rlz=1R2SKPB_enTH371&q=Changes+and+Challenges+Facing+the+Education+System+in+Malawi+%281994+%E2%80%93+2003%29&btnG=Search&meta=&aq=f&aqi=&aql=&oq=&gs_rfai
http://www.google.co.th/search?hl=en&rlz=1R2SKPB_enTH371&q=Changes+and+Challenges+Facing+the+Education+System+in+Malawi+%281994+%E2%80%93+2003%29&btnG=Search&meta=&aq=f&aqi=&aql=&oq=&gs_rfai
http://www.google.co.th/search?hl=en&rlz=1R2SKPB_enTH371&q=Changes+and+Challenges+Facing+the+Education+System+in+Malawi+%281994+%E2%80%93+2003%29&btnG=Search&meta=&aq=f&aqi=&aql=&oq=&gs_rfai
http://www.google.co.th/search?hl=en&rlz=1R2SKPB_enTH371&q=Changes+and+Challenges+Facing+the+Education+System+in+Malawi+%281994+%E2%80%93+2003%29&btnG=Search&meta=&aq=f&aqi=&aql=&oq=&gs_rfai


169 
 

Kadzamira, Esme.  2006.  Teacher Motivation and Incentives in Malawi.  Zomba: 

Centre for Educational Research and Training, University of Malawi. 

Kadzamira, Esme and Ross, Pauline.  2001.  Education Policy Choice and Policy 

Practice in Malawi: The Dilemmas and Disjunctures.  IDS Working 

Paper 124.  Brighton: University of Sussex. 

Kerr, Mary.  2006.  Funding Systems and Their Effects on Higher Education 

Systems: Country Study-Ireland.  Paris: OECD. 

Levitt, M. and Joyce, M.  1987.  The Growth and Efficiency of Public Spending. 

Cambridge: Cambridge University Press. 

Lindblom, Charles E.  1959.  The Science of Muddling Through.  Public 

Administration Review.  19 (Spring): 79-88. 

Lindert, Peter H.  2009.  Growing Public: Social Spending and Economic Growth 

since the Twentieth Century. Vol. 2.  New York: Cambridge University 

Press. 

Lonjouw, Peter and Ravallion, Martin.  1999.  Benefit Incidence, Public Spending 

Reforms and the Timing of Programme Capture.  World Bank Economic 

Review. Vol. 13.  Washington, D. C.: World Bank. 

Manasan, Rosario G.; Cuenca, Janet S. and Villanueva-Ruiz, Eden C.  2007.  Benefit 

Incidence on Public Spending on Education in the Philippines.  Philippine 

Journal of Development.  34 (2): 71-106.  

Medhi Krongkaew.  1979.  The Distributive Impact of Government’s Policies: An 

Assessment of the Situation in Thailand.  Bangkok: Thammasat 

University. 

Meerman, Jacob.  1979.  Public Expenditure and the Poor in Malaysia: Who 

Benefits and Why?  Washington, D. C.: World Bank. 

Ministry of Development Planning and Co-operation.  2009.  Annual Economic 

Report: Budget Document No. 2.  Zomba: Government Press. 

Ministry of Development Planning and Co-operation.  2010.  2010 Millennium 

Development Goals Report.  Lilongwe: Ministry of Development 

Planning and Co-operation. 

 

 



170 
 

Ministry of Development Planning and Co-operation.  2009.  2009 Millennium 

Development Goals Report.  Lilongwe: Ministry of Development 

Planning and Co-operation. 

Ministry of Education, Science and Technology.  2008.  National Education Sector 

Plan (NESP) 2008-17.  Lilongwe: Ministry of Education, Science and 

Technology. 

Ministry of Education, Science and Technology and the National Commission for 

UNESCO.  2008.  The Development of Education: National Report of 

Malawi.  A Paper Presented at the 48th Session of the International 

Conference on Education. Geneva. 

Ministry of Education, Science and Technology.  2011.  Education Statistics 2011. 

Lilongwe: Ministry of Education, Science and Technology. 

Ministry of Education, Science and Technology.  2010.  Education Statistics 2010. 

Lilongwe: Ministry of Education, Science and Technology. 

Ministry of Education, Science and Technology.  2007.  Education Statistics 2007. 

Lilongwe: Ministry of Education, Science and Technology. 

Ministry of Education, Sports and Culture.  2001.  Malawi Education Sector: Policy 

& Investment Framework (PIF).  Lilongwe: Ministry of Education, 

Sports and Culture. 

Ministry of Economic Planning and Development.  2007.  Annual Economic 

Report: Budget Document No. 2.  Zomba: Government Press. 

Ministry of Economic Planning and Development.  2006.  Annual Economic 

Report: Budget Document No. 2.  Zomba: Government Press. 

Ministry of Finance.  1999-2010.  Consolidated Annual Appropriation Accounts 

and Other Public Accounts for Financial Years 1999 to 2010.  Zomba: 

Government Press. 

Ministry of Finance.  1979-1988.  The Appropriation Accounts Revenue 

Statements and Other Public Accounts Financial Years 1979 to 1988.  

Zomba: Government Press. 

Musgrave, Richard and Musgrave, Peggy.  1989.  Public Finance in Theory and 

Practice.  5th ed.  Singapore: McGraw-Hill. 

 



171 
 

National Economic Council.  2000.  Profile of Poverty in Malawi, 1998: Poverty 

Analysis of the Malawi Integrated Household Survey, 1997-98.  

Zomba: Government Press. 

National Statistical Office.  2011.  Integrated Household Survey 2010-2011: 

Household Socio-Economic Characteristics Report.  Zomba: National 

Statistical Office. 

National Statistical Office.  2005.  Integrate Household Survey 2005.  Zomba: 

National Statistical Office. 

National Statistical Office.  2011.  Statistical Yearbook.  Zomba: National Statistical 

Office. 

National Statistical Office.  2010.  Statistical Yearbook.  Zomba: National Statistical 

Office. 

National Statistical Office.  2009.  Welfare Monitoring Survey 2009.  Zomba: 

National Statistical Office. 

National Statistical Office.  2008.  Statistical Yearbook.  Zomba: National Statistical 

Office. 

National Statistical Office.  2003.  Statistical Yearbook.  Zomba: National Statistical 

Office. 

National Statistical Office.  2002.  Statistical Yearbook.  Zomba: National Statistical 

Office. 

National Statistical Office.  1998.  1998 Integrated Household Survey and Poverty 

Analysis.  Zomba: National Statistical Office. 

National Statistical Office. 1995. Statistical Yearbook.  Zomba: National Statistical 

Office. 

National Statistical Office.  1988.  Statistical Yearbook.  Zomba: National Statistical 

Office. 

Ng’ambi, Francis. 2010.  Malawi:  Effective Delivery of Public Education 

Services. Johannesburg: Open Society Initiative for Southern Africa. 

Nordhaus, William.  1974.  The Political Business Cycle.  Review of Economic 

Studies. 41 (April): 169-190. 

 

 



172 
 

Oates, Wallace.  1988.  On the Nature and Measurement of Fiscal Illusion: A Survey.  

In Taxation and Fiscal Federation: Essays in Honour of Russell 

Mathews. Geoffrey Brennan, Bhajan Singh Grewal and Peter D. 

Groenewegen, eds. Sydney: Australian National University Press. Pp. 65-

82.  

Office of the President and Cabinet.  1990.  Economic Report.  Zomba: Government 

Printer. 

Office of the President and Cabinet.  1986.  Economic Report.  Zomba: Government 

Printer. 

Okafor, C. and Eiya, O.  2010.  Determinants of Growth in Government Expenditure: 

An Empirical Analysis of Nigeria.  Research Journal of Business 

Management. 5 (1): 44-50. 

Omotor, Douglason G.  2004.  An Analysis of Federal Government Spending in 

Education Sector of Nigeria: Implications for National Development.  

Journal of Social Science.  9 (2): 105-110. 

Ouanes, Abdessatar and Thakur, Subhash.  1997.  Macroeconomic Accounting and 

Analysis in Transitional Economies.  Washington, D. C.: IMF. 

Painter, Gary and Bae, Kwi-Hee.  2001.  The Changing Determinants of State 

Expenditure in the United States: 1965-1992.  Public Finance and 

Management.  1 (4): 370-392.  

Pallant, Julie.  2007.  SPSS Survival Manual.  3rd ed.  Berkshire: Open University 

Press. 

Ponlapat Buracom.  2011.  Determinants and Distributive Effects of Public Education, 

Health, and Welfare Spending in Thailand.  Asian Affairs: An American 

Review.  38 (July): 113-142.  

Rodrick, Dani.  1998.  Why Do More Open Economies Have Bigger Governments? 

Journal of Political Economy.  106 (October): 997-1032. 

Romer, David.  2012.  Advanced Macroeconomics. New York: McGraw-Hill. 

Rornajo, Julian; Marquez, Maguel; Padraja, Fransisco and Salinas, Javier.  2007.  

Competition in the Allocation of Public Spending: A New Model to 

Analyse the Interaction Between Expenditure Categories.  Economics 

Bulletin.  8 (4): 1-7. 

http://www.google.co.th/search?tbo=p&tbm=bks&q=inauthor:%22Peter+D.+Groenewegen%22


173 
 

Rosen, Harvey.  2008.  Public Finance.  8th ed.  Singapore: McGraw-Hill. 

Rosenstone, Steven. 2004. Challenges Facing Higher Education in America: 

Lessons and Opportunities.  A Paper Presented at The University of 

Toronto Conference on Taking Public Universities Seriously, Toronto.  

Rudra, Nita.  2000.  Reassessing the Relationship Between Globalisation and 

Welfare: Welfare Spending and International Competitiveness in Less 

Developed Countries.  Master’s Thesis, University of South California. 

Sahn, David E. and Younger, Stephen D.  2000.  Expenditure Incidence in Africa: 

Microeconomic Evidence.  Fiscal Studies.  21 (3): 329-347. 

Salmi, Jamil and Hauptman, Arthur M.  2006.  Innovations in Tertiary Education 

Funding: A Comparative Evaluation of Allocation Mechanisms. 

Education Working Paper No. 4.  Washington, D.C.: World Bank. 

Sanz, Ismael and Vetazquez, Francisco.  2003.  Does Globalisation Increase 

Government Size? An Analysis of the Effects of Foreign Direct 

Investment on Total Government Expenditure and its Components. 

European Economy Group-UCM and FUNCAS.  Retrieved June 29, 2011 

from 

http://www.uclm.es/profesorado/obajo/imagenes2/VIII%20Jornadas/pdf/1

%20Ismael%20Sanz.PDF  

Selden, Thomas M. and Welsylenko, Michael J.  1992.  Benefit Incidence Analysis 

in Developing Countries.  A Working Paper.  Washington, D. C.: World 

Bank. 

Selowsky, Marcelo.  1979.  Who Benefit From Government Expenditure: A Case 

of Colombia.  Washington, D. C.: World Bank. 

She, Chih-Min.  2004.  Determinants of Public Expenditure in Elementary and 

Secondary Education.  Bloomington: Indiana University. 

Shiraz, Nasim Shah; Ilyas, Muhammad and Ahmad, Mehboob.  2002.  Redistributive 

Effects of Public Expenditure in the Urban and Rural Areas in Pakistan.  

South East Economic Journal.  3 (March): 69-76. 

Sinitsina, Irina.  2011.  Public Expenditure on Health and Education in Russian 

Federation Before and After Global Crisis.  A CASE Network Report 

No. 103.  Warsaw: Case Centre for Social and Economic Research. 

http://www.uclm.es/profesorado/obajo/imagenes2/VIII%20Jornadas/pdf/1%20Ismael%20Sanz.PDF
http://www.uclm.es/profesorado/obajo/imagenes2/VIII%20Jornadas/pdf/1%20Ismael%20Sanz.PDF


174 
 

Snyder, Jr., James M. and Yackovlev, Irene.  2000.  Political and Economic 

Determinants of Government Spending on Social Protection 

Programmes.  Retrieved May 26, 2011 from 

http://economics.mit.edu/files/1207. 

Stasavage, David.  2005.  Democracy and Education Spending in Africa.  American 

Journal of Political Science.  49 (April): 343-358. 

Su, Xuejuan. 2003. The Allocation of Public Funds in a Hierarchical Educational 

System.  Retrieved June 29, 2012 from 

http://www.ualberta.ca/~xuejuan1/docs/Education1.pdf 

Tabachnick, Barbara and Fidel, Linda.  2007.  Using Multivariate Statistics.  5th ed. 

Boston: Pearson Education. 

Tanzi, Vito and Schuknecht, Ludger.  2000.  Public Spending in the 20th Century.  

New York: Cambridge University Press. 

Tsoka, Maxton; Nyirenda, Neber; Hayes, Earnest and Chulu, Osten.  2002.  

Millennium Development Goals: Malawi 2002 Report.  Lilongwe: 

National Economic Council. 

Ventura, Laia.  2006.  Trade Openness and Preferences for Redistribution: A Cross-

National Assessment.  Business and Politics.  8 (2): 1-50. 

Verbina, Inna and Chowghury, Abdur.  2004.  What Determine Public Expenditure in 

Russia?  Economics of Transition.  Milwaukee: Marquette University. 

Wolf, Frieder and Zohlnhofer, Reimut.  2009.  Investing in Human Capital? The 

Determinants of Private Education Expenditure in 26 Countries.  Journal 

of European Social Policy.  19 (July): 230-244. 

World Bank.  2010.  The Education System in Malawi.  The World Bank Working 

Paper No. 182.  Washington, D.C.: World Bank. 

Yaqub, Shahin.  1999.  How Equitable is Public Spending on Health and 

Education? Background Paper to WDR 2000/1.  Washington, D. C.: 

World Bank.  

Yoon, Jungkeun.  2009.  Globalisation and the Welfare State in developing Countries. 

Business and Politics.  11 (2): 1-31  

Younger, Stephen D.  1999.  The Relative Progressivity of Social Services in 

Ecuador. Public Finance Review.  27 (May): 310-352. 

http://economics.mit.edu/files/1207
http://www.ualberta.ca/~xuejuan1/docs/Education1.pdf


  

 

 

 

 

 

 

 

 

 

 

APPENDICES 

 

 

 

 

 

 

 

 

 

 

 



  

Appendix A 

 

  Descriptive Statistics on Public Spending on Education 

 

Table A1  Pearson Correlation Matrix on Expenditure on Education Sector 

 

 

 

 

 

 

 

Variable GE INF 

(Log) 

PCG 

 

URB 

 

GLOB 

 

DEF 

 

ITR 

 

GRANT

(Log) 

GEt-1 

 

UPE 

 

ELT 

 

TGE 

 

GE 1000            

INF (Log) .140 1.000           

PCG .332 -.233 1.000          

URB .606 -.232 .449 1.000         

GLOB -.018 .145 .166 .109 1.000        

DEF .117 -.122 .418 .417 .193 1.000       

ITR -.455 -.144 .028 -.231 .008 -.118 1.000      

GRANT (Log) -.265 -.261 .274 .007 .304 .331 .504 1.000     

GEt-1 .459 .151 .224 .436 .366 .272 -.416 -.335 1.000    

UPE .622 .083 .228 .667 .557 .355 -.410 .000 .674 1.000   

ELT .551 -.078 .139 .467 .102 -.038 -.569 -.284 .525 .455 1.000  

TGE -.419 -.036 -.043 -.234 .431 -.282 .588 .507 -.309 -.071 -.368 1.000 
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Table A2  Pearson Correlation Matrix on Expenditure on Primary Education 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Variable GP 

 

INF 

(Log) 

PCG 

 

URB 

 

GLOB 

 

DEF 

 

ITR 

 

GRANT 

(Log) 

GEt-1 

 

UPE 

 

ELT 

 

TGE 

 

GP 1000            

INF (Log) .227 1.000           

PCG .311 -.233 1.000          

URB .598 -.232 .449 1.000         

GLOB .128 .145 .166 .109 1.000        

DEF .287 -.122 .418 .417 .193 1.000       

ITR -.532 -.144 .028 -.231 .008 -.118 1.000      

GRANT (Log) -.292 -.261 .274 .007 .304 .331 .504 1.000     

GEt-1 .591 .151 .224 .436 .366 .272 -.416 -.335 1.000    

UPE .722 .083 .228 .667 .557 .355 -.410 .000 .674 1.000   

ELT .663 -.078 .139 .467 .102 -.038 -.569 -.284 .525 .455 1.000  

TGE -.466 -.036 -.043 -.234 .431 -.282 .588 .507 -.309 -.071 -.368 1.000 
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Table A3  Pearson Correlation Matrix on Expenditure on Secondary Education 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Variable GS 

 

INF 

(Log) 

GLOB 

 

DEF 

 

ITR 

 

GSEN 

(Square) 

AGRI MS DEBT 

GS 1.000         

INF (Log) -.260 1.000        

GLOB -.222 .145 1.000       

DEF .268 -.122 .193 1.000      

ITR -.212 -.144 .008 -.118 1.000     

GSEN (Square) .066 -.322 -.228 .558 -.201 1.000    

AGRI -.169 -.451 -.246 -.017 .183 .322 1.000   

MS .030 .476 .265 -.125 -.425 -.208 -.198 1.000  

DEBT -.030 -.258 -.265 -.416 .179 -.183 .581 -.185 1.000 
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Table A4  Pearson Correlation Matrix on Expenditure on Tertiary Education 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Variable GT 

 

INF  

(Log) 

DEF 

 

ITR 

 

GRANT 

(Log) 

GTEN 

(Square) 

TGE AGRI 

GT 1.000        

INF (Log) -.186 1.000       

DEF -.354 -.122 1.000      

ITR .229 -.144 -.118 1.000     

GRANT (Log) -.005 -.113 .487 .032 1.000    

GTEN (Square) -.356 -.071 .511 -.596 .580 1.000   

TGE .132 -.036 -.282 .588 .287 -.293 1.000  

AGRI .577 -.451 -.017 .183 -.115 -.242 -.191 1.000 

 

 



  

Appendix B   

 

Original Models as in the Dissertation Proposal 

 

The original models for part one of this study have been reproduced in this 

appendix for ease of reference and comparison with the ones which have been used 

herein for analysis. Hence, the models as in the approved dissertation proposal are as 

follows:  

 

GE  =  a + b1PCG + b2POPG + b3URB + b4INF + b5GRANT + b6ELT + b7GEt-1  

  + b8GLOB + b9DEF + b10ITR + b11GPEN + b12UPE       (1) 

 

GP  =  a + b1PCG + b2POPG + b3URB + b4INF + b5GRANT + b₆ELT + b7GEt-1  

+ b8GLOB + b9DEF + b10ITR + b11GPEN + b12UPE       (2) 

 

GS  =  a + b1PCG + b2POPG + b3URB + b4INF + b5GRANT + b₆ELT + b7GEt-1  

+ b8GLOB + b9DEF + b10ITR + b11GSEN + b12UPE       (3) 

 

GT  =  a + b1PCG + b2POPG + b3URB + b4INF + b5GRANT + b₆ELT + b7GEt-1  

+ b8GLOB + b9DEF + b10ITR + b11GTEN + b12UPE      (4) 

 

During the process of conducting tests for normality of variables, gross 

enrolment at primary education level failed to be normally distributed.  Attempts were 

made to transform it to no avail.  Therefore, it was dropped from the model because if 

it could be included it could greatly affect the results of Multiple Regression Linear 

Analysis as it did not follow the assumptions of normality and linearity.     

In addition, the growth in national population had a lot of outlying values such 

that transformation failed to make it normally distributed.  Besides, if all the outlying 

values were removed, this could not necessarily reflect the growth in the population of 

Malawi.  Because of this, population growth was also removed from the analysis. This  
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is also highlighted under research methods chapter for ease of reference.  

During the analysis, public debt, public expenditure on agriculture, money 

supply, gross enrolments at secondary and tertiary education levels were added after 

confronting difficulties to come up with significant models at these levels. Total 

public expenditure was also added as independent variable after learning from the 

Ministry of Finance that this affects allocation of resources to sectors.  In addition, a 

number of variables had very low correlation coefficients with public expenditure on 

these levels.  Hence, some of them were removed from the models.  The process was 

stopped after attaining significant factors and models with big enough R2 and F values 

particularly at secondary and tertiary education levels where no single factor was 

significant when factors in the original models were used. An elaborate explanation 

on what was done is given in Chapter 3 under a section on analysis. 

Therefore, the models were revised in response to realities and the problems 

which were faced during the process of analysis.  In view of this, the following 

models were used for analysis in this study:  

 

GE  =  a + b1INF + b2PCG + b3URB + b4DEF + b5ITR + b6GEt-1 + b7UPE  

+ b8ELT + b9GLOB + b10GRANT + b11TGE                 (1) 

 

GP  =  a + b1INF + b2PCG + b3URB + b4DEF + b5ITR + b6GEt-1 + b7UPE  

+ b8ELT + b9GLOB + b10GRANT + b11TGE                         (2) 

 

GS  =  a + b1INF + b2DEF +  b3ITR + b4GLOB + b5GSEN + b6DEBT + b7MS  

- b8AGRI                  (3) 

 

GT  =  a + b1INF + b2DEF +  b3ITR + b4GRANT + b5GTEN + b6TGE - b7AGRI (4) 



  

Appendix C 

 

Dependent Variables 

 

Table C1  Dependent Variables in Absolute Values in Million Malawi Kwacha 

 

Year GE GP GS GT 

1980 25.38  10.53  3.67  10.76  

1981 31.21  11.98  4.28  14.52  

1982 39.37  14.19  4.59  20.19  

1983 49.44  16.46  5.07  27.08  

1984 55.67  20.93  5.66  28.76  

1985 58.36  22.56  20.92  14.20  

1986 67.09  26.58  23.71  15.95  

1987 80.11  37.58  11.76  29.55  

1988 97.14  55.88  12.90  27.67  

1989 129.42  65.10  23.06  39.77  

1990 124.93  61.77  36.20  22.19  

1991 154.87  82.96  38.75  30.66  

1992 172.34  96.98  30.03  42.72  

1993 295.13  177.57  48.30  60.17  

1994 367.56  202.78  57.32  87.24  

1995 535.61  335.06  58.74  130.91  

1996 1,077.27  602.58  118.02  241.91  

1997 1,448.39  987.28  152.52  272.10  

1998 2,403.34  1,691.49  247.29  400.74  

1999 2,358.45  1,735.75  254.75  380.07  

2000 3,683.26  2,303.44  849.63  530.13  

2001 3,537.88  2,313.95  560.44  625.89  

2002 6,998.25  4,283.94  1,655.19  1,059.13  

2003 8,591.08  5,129.55  1,657.83  1,570.44  

2004 10,186.41  5,988.12  1,922.46  1,846.48  
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Table C1  (Continued) 

 

Year GE GP GS GT 

2005 12,513.99  6,321.55  1,572.91  4,619.53  

2006 15,066.83  7,514.40  3,898.25  3,654.18  

2007 16,481.92  11,493.51  3,528.32  5,078.07  

2008 23,502.00  14,287.43  1,687.10  6,128.03  

2009 28,513.00  14,924.96  4,850.26  8,737.78  

2010 30,988.00  16,968.89  5,496.48  8,522.63  

 



  

Appendix D 

 

Independent Variables 

 

Table D1  List of Independent variable Used 

 

Year PCG 

(%) 

MS 

(%) 

URB 

(́000) 

POP 

(́000) 

GPEN 

(́000) 

GSEN 

(́000) 

GTEN 

(́000) 

INF 

(%) 

1980 -2.57 25.09 591.00  6,045.70  779.68  21.62 4.17 19.19  

1981 -7.79 22.77 634.70  6,226.80  809.86  23.65  4.15  12.00  

1982 0.03 15.34 678.50  6,408.00  882.90  27.47  4.21  9.52  

1983 1.04 3.41 737.40  6,618.40  868.85  28.11  4.13  13.77  

1984 1.94 34.86 801.50  6,838.60  847.16  30.95  4.37  19.75  

1985 0.24 0.03 865.60  7,058.80  899.46  34.61  4.38  10.64  

1986 -5.33 23.82 929.60  7,278.90  942.54  35.71  4.49  14.18  

1987 -4.22 34.73 854.77  7,988.51  1,022.77  37.15  4.76  25.05  

1988 -2.67 18.41 903.60  8,120.00  1,066.64  38.47  5.44  33.84  

1989 -3.52 5.47 960.00  8,359.60  1,202.84  44.96  5.67  12.45  

1990 1.98 12.35 1,021.40  8,643.40  1,325.45  48.92  6.36  11.86  

1991 6.43 21.64 1,088.40  8,971.40  1,400.68  59.72  7.14  8.23  

1992 -8.27 21.8 1,161.30  9,344.60  1,662.58  68.96  7.43  23.24  

1993 9.24 41.83 1,228.40  9,700.50  1,795.45  72.33  7.66  22.78  

1994 -10.70 56.44 1,298.50  10,032.60  1,895.42  88.75  8.32  34.66  

1995 15.42 43.71 1,372.00  10,346.60  2,860.82  105.84  7.17  83.15  

1996 5.32 39.85 1,449.40  10,644.50  2,887.11  139.39  7.88  37.73  

1997 1.29 2.22 1,531.10  10,931.10  2,905.95  179.61  9.14  9.14  

1998 1.02 55.55 1,430.48  9,933.87  2,805.79  192.09  13.89  27.38  

1999 0.12 33.61 1,155.80  10,152.75  2,896.28  242.74  14.23  44.80  

2000 -1.20 42.43 1,226.80  10,475.26  3,016.97  164.46  14.00  29.50  

2001 -7.45 32.12 1,295.10  10,816.29  3,187.84  176.25  18.26  30.23  

2002 -0.91 49.24 1,375.70  11,174.65  3,164.19  139.76  18.78  14.74  

2003 2.79 32.23 1,455.90  11,548.84  3,112.51  130.75  18.63  9.59  
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Table D1  (Continued) 

 

Year PCG 

(%) 

MS 

(%) 

URB 

(́000) 

POP 

(́000) 

GPEN 

(́000) 

GSEN 

(́000) 

GTEN 

(́000) 

INF 

(%) 

2004 2.10 31.95 1,534.00  11,937.93  3,166.79  180.16  11.16  11.42  

2005 0.03 16.25 1,616.10  12,341.17  3,200.65  183.85  11.60  15.46  

2006 -0.82 16.53 1,700.30  12,757.88  3,280.71  218.31  11.19  13.92  

2007 6.32 36.88 1,786.40  13,187.63  3,306.93  210.33  12.60  7.95  

2008 5.12 33.15 2,004.62  13,102.08  3,600.77  233.57  13.84  8.71  

2009 5.74 24.63 1,963.50  13,520.10  3,671.48  243.84  15.06   8.42  

2010 3.25 33.14 2,054.30  13,947.59  3,868.64  240.92  17.67   7.41  
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Table D1 (Continued) 

 

Year AGRI 

(MK’mn) 

DEBT 

(000) 

TGE 

(MK’mn) 

GLOB 

(MK’mn) 

GRANT 

(MK’mn) 

ITR 

(MK’mn) 

DEF 

(MK’mn) 

1980 34.55  0.16         300.99  157.35  34.60  122.75  -84.20  

1981 40.62  0.32        382.54  184.69  43.30  141.39  -116.10  

1982 50.47  0.42         397.19  193.51  42.20  151.31  -119.60  

1983 58.34  0.49        401.91  215.09  41.70  173.39  -114.30  

1984 66.93  0.54         458.50  232.12  33.70  198.42  -120.50  

1985 61.67  0.65         555.17  290.57  39.40  251.17  -106.10  

1986 69.17  0.94         679.48  368.90  47.60  321.30  -96.20  

1987 98.35  0.97        847.56  377.83  51.70  326.13  -252.40  

1988 128.65  0.65     979.77  436.05  69.00  367.05  -171.50  

1989 123.89  0.71  1,125.89  753.40  209.20  544.20  -109.20  

1990 133.52  0.44  1,398.94  872.93  171.90  701.03  -130.00  

1991 149.42  0.37     1,566.26  852.26  112.70  739.56  -216.30  

1992 182.50  1.43     1,736.94  958.50  208.00  750.50  -212.51  

1993 209.17  1.86      2,267.95  1,140.92  231.82  909.10  -487.92  

1994 204.49  2.71      2,746.03  1,302.20  283.99  1,018.21  -1,408.67  

1995 283.89  2.24     4,704.00  3,647.60  1,902.10  1,745.50  -189.34  

1996 432.43  3.17      6,998.03  5,237.73  1,986.23  3,251.50  -1,445.07  

1997 521.07  2.37    10,880.66  6,409.51  1,708.49  4,701.02  -1,619.12  

1998 776.04  -0.97    12,885.56  8,000.09  1,900.69  6,099.40  -2,946.92  

1999 963.27  -1.83    17,186.40  11,847.25  4,041.62  7,805.63  -1,480.79  

2000 1,440.55  0.59    29,054.27  16,707.82  6,942.00  9,765.82  -1,304.92  

2001 1,421.17  10.76  35,826.75  21,516.13  6,856.41  14,659.72  -12,749.94  

2002 3,187.03  29.76    45,874.98  32,667.72  15,582.00  17,085.72  -5,787.55  

2003 2,649.55  40.26    60,439.00  28,302.69  8,959.00  19,343.69  -11,454.28  

2004 4,176.60  54.78    97,687.47  50,291.46  23,063.00  27,228.46  -14,719.00  

2005 6,924.56  53.38  110,716.00  65,928.25  30,352.00  35,576.25  -7,809.50  

2006 6,562.00  42.29  122,947.20  101,185.10  53,938.00  47,247.10  -6,740.00  

2007 20,508.00  50.19  124,040.68  117,483.76  53,938.00  63,545.76  -16,864.00  

2008 28,124.00  177.19  159,525.19  137,088.46  59,806.00  77,282.46  -18,013.00  
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Table D1 (Continued) 

 

Year AGRI 

(MK’mn) 

DEBT 

(000) 

TGE 

(MK’mn) 

GLOB 

(MK’mn) 

GRANT 

(MK’mn) 

ITR 

(MK’mn) 

DEF 

(MK’mn) 

2009 43,438.00  221.72  247,415.24  185,405.46  88,381.00  97,024.46  -27,244.00  

2010 45,441.00  223.08  252,197.00  204,929.55  92,082.00  112,847.55  -4,001.00  

 

Note:  (́000) means numbers are in thousands. 

 

 

 

 

 



  

Appendix E 

 

Number of Pupils in Each Year 

 

Table E1:  Number of Pupils in Each Household Income Group 

 

 Primary School  Secondary 

Schools  

Tertiary 

Institutions 

    
1998 IHS Survey    

Lowest household income group                2,042,358  166,751  2,557  

Low household income group                1,545,225  197,288  706  

Middle household income group                 1,168,866  184,612  1,812  

High household income group                    780,877  155,970  2,350  

Highest household income group                    781,642  315,892  7,738  

    

2005 IHS Survey    

Lowest household income group                1,279,015  66,734  -    

Low household income group                1,342,506  101,352  437  

Middle household income group                1,346,165  151,689  2,580  

High household income group                1,316,866  254,771  3,854  

Highest household income group                 1,185,668  531,718  71,039  

 

2011 IHS Survey 

   

Lowest household income group                    770,464  23,579  412  

Low household income group                    747,144  41,303  -    

Middle household income group                    762,402  63,538  1,402  
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Table E1:  (Continued) 

 

 Primary School  Secondary 

Schools  

Tertiary 

Institutions 

 

2011 IHS Survey 

   

High household income group                    699,278  85,357  949  

Highest household income group                    598,439  166,096  25,348  

 

Source: National Statistical Office, 1998, 2005, 2011. 
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Table E2:  Number of Pupils in Each Region 

 

 Primary Schools Secondary 

Schools 

Tertiary 

Institutions 

 

   1998 HIS Survey 

   Northern Region 749674 141193 302 

Central Region 2587150 378730 2839 

Southern Region 2982144 500590 12023 

 
   2005 IHS Survey       

Northern Region 845,365  153,757  4,694  

Central Region 2,779,614  445,018  40,402  

Southern Region 2,845,241  507,490  32,813  

 

   2011 IHS Survey       

Northern Region 526,149  76,801  3,608  

Central Region 1,535,802  151,389  10,770  

Southern Region 1,515,776  151,684  13,733  

 

Source: National Statistical Office, 1998, 2005, 2011. 

 

 

 

 

 

 

 

 

 



  

Appendix F 

 

People Interviewed During the Study 

 

Table F1  List of People Interviewed in Each Public Agency 

 

Name Title Organisation 

Dr. Dalitso Kabambe Director of Budget Ministry of Finance 

Mr. Perekamoyo Deputy Budget Director ″ 

Ms Royce Chirimsungwi Assistant Budget Director ″ 

Mr. Dan Khomba Desk Officer (Education) ″ 

Mr. Kalanda Director of Basic Education Ministry of 

Education, Science 

and Technology 

Mr. Inani Chief Education Officer 

(Secondary Education) 

″ 

Mr. Mwamulima Head of Budget Section ″ 

Mr. Luwanda Deputy Director (Tertiary) ″ 

Mr. Nkhata Division Education Manager 

(Central West Division) 

″ 

Sister Dambo Division Education Manager 

(South West Division) 

″ 

Mr. Nyasulu Inspector of Schools 

(Northern Division) 

″ 
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