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Education Financing:

Improving the national reporting system on financial flows

The UNESCO Institute for Statistics (UIS), the International Institute for Educational Planning (lIEP)
and the llEP-Pble de Dakar have joined their expertise to provide technical support to GPE countries
to develop and implement sustainable methodologies to collect, produce, report and use quality
education finance data.

This activity has been funded by the Global and Regional Activities program of the Global
Partnership for Education.

Eight GPE countries (5 in sub-Saharan Africa, and 3 in Asia) have participated and developed tools
to collect and analyse data on expenditure on education in a way which can both inform sector
planning and allow for regular reporting at national and international levels.

Partner agencies have worked with those countries focussing on areas of education financing
on which there is currently limited data coverage due to lack of well-defined and common
methodologies and comprehensive information systems:

1) Allocation of resources within the system (Guinea and Zimbabwe with IIEP P6le de Dakar);
2) Household expenditures (Cote d’lvoire and Viet Nam with UIS);
3) external resources (Lao PDR and Senegal with IIEP);

4) in two countries (Nepal and Uganda), a comprehensive education finance information
system was built around the National Education Accounts (NEAs) approach.

This document presents the results of this project in Viet Nam. It constitutes one of the outputs of
the project, in addition to other outputs at national and international level.

Detailed information on the results and the tools developed are available on UNESCO UIS and IIEP
websites.
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INTRODUCTION

Financing of education is a key issue at national and international levels to achieve quality long life
learning for all. Governments need accurate and regular data on financing for effective education
monitoring and policy planning, and to link certain types of spending to education outcomes. How
money flows to students from different backgrounds will also need to be monitored to evaluate
whether or not resources are distributed equitably. At global level, even though the Sustainable
Development Goal 4 (SDG 4) “Ensure inclusive and equitable quality education and promote lifelong
learning opportunities for all” doesn’t have a specific target related to financing education, it will still
be necessary to monitor whether sufficient resources are spent in order to reach the goal and targets,
and whether they are allocated equitably and effectively. For the education sector specifically, countries
have signed up to the Education 2030 Framework for Action, for which the main financing indicator’
Education expenditure per student by level of education and source of funding; implies coverage of all
sources of financing (government, households and international) and a disaggregation, at a minimum,
by level of education.

Despite these needs, tracking education expenditure flows is challenging, and sustainable national
data collection mechanisms are needed. To be efficient, these systems must be based on a sound
methodology which can serve multiple needs. The National Education Account (NEA) is such a
methodology, designed to track expenditure to assess equity and efficiency of a country’s education
system, estimate private expenditure and external contributions to education, all important dimensions
that national policy-makers need to take into account to improve the country’s quality of education. The
NEA exercise’s objective is to provide a comprehensive picture of the full cost of education in Viet Nam,
by providers, level of education, and type of expenditure.

Viet Nam’s education achievements can be seen in many different areas. The most recent assessment
of Viet Nam’s achievements was gathered for the 2015 EFA review' . Not only more children enter and
participate in education, the quality of the education has also improved. Over the years, the government
has implemented many relevant and effective policies with the intention to have a more inclusive
system; such as the Decision 2123/QD-TTg of the Prime Minister where children of ethnic minority
groups in disadvantaged areas can benefit a lunch and support for learning costs program and the Law
on People with Disabilities endorsed in July 2010.

Viet Nam’s achievements beneficiated from important investments in education, with education
expenditure between 16% to 20% of total government expenditure over the 2009-2013 period. As
stated in their 2015 EFA review, “policies regarding free tuition, reduction in tuition fees, scholarships,
school loans and other support to students have brought about positive changes, social justice and
high quality human resource development. Similarly, policies to encourage and provide timely support
for disadvantaged people enabled them to overcome obstacles to access to education” (idem, p. 56).

The rates of government expenditure on education as a percentage of GDP has also been maintained
between 5.1% and approximately 6.0% over the 2009-2013 period, indicating a growing financial
commitment to increase access to education and improving its quality.

While the NEA methodology was used as a basis for the production of the data found in this report, Viet
Nam focused on two of the 3 main providers of education financing: the government (central and local)
and households (students and parents), excluding for the moment international (or donor) expenditure

1 Published on the UNESCO Bangkok web page at http://unesdoc.unesco.org/images/0023/002327/232770e.pdf
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but including on-budget support or those included as state budget’s revenue (although these could not
be identified separately). The results of the analysis of data compilation for 2009 to 2013 shows:

- What was the level of investment from central and local governments during the period?
- What is the part of the financing coming from parents vs government?

- Which levels of education receive the most support?

R/

% From Government

0,

+*» From households (students and parents)

- What are households spending on and how does spending different between wealth quintiles
and between regions?

Once the full picture of the distribution of the resources on education are well established, by level of
education, policy-makers can assess the financing mechanisms and how the resources are allocated
and define and implement new policies for an even more effective education system.

The report is organized as follows. The Viet Nam context is introduced in Chapter 1, including the
mechanismsforfinancing educationinVietNam.Chapter2 presents the National Education Methodology
(NEA), as well as which sources of data were used and how they were processed. Chapter 3 presents the
main findings from this exercise, while Chapter 4 analyses these findings a bit further. Finally, Chapter 5
addresses ways to improve not only financial allocations, but also present some recommendations on
the mechanisms and data collection of education finance data to facilitate these sorts of analysis in the
future.

11



CHAPTER 1
OVERVIEW OF EDUCATION AND ITS FINANCING MECHANISMS

1.1. Socio-economic context

1. Viet Nam is a country located in Eastern Indochina Peninsula, bordering China in the north, Lao PDR and
Cambodia in the west, and the Pacific Ocean in the east. Geographically categorized as South-Eastern Asia
affiliated with Association of Southeast Asia Nations (ASEAN)?, the 330,957 km? area includes 90.73 million?
people as of 2014, of which 67 per cent * live in rural areas. Designating Ha Noi as its capital city since the
reunification of North and South on 2 July 1976, Viet Nam is divided into 63 provinces and municipalities with
54 different ethnic groups, of which 90 per cent comprised of Kinh (Viet) people using Vietnamese as the
official language.

2.Viet Nam has progressed exceptionally fast among the developing countries in terms of economic growth.
Classified as one of the lowest income economy with less than $100 Gross National Income (GNI) per capita
in the 1980s, political and economic reforms (Doi Moi) implemented after reunification of north and south
successfully transformed Viet Nam from such position into a lower-middle income in 2015° . Viet Nam’s Gross
Domestic Product (GDP) growth rate has also averaged 6.2 per cent for the last decade ¢, although it has
slowed down recently to 6 per cent in 2014.

3. Viet Nam has made very impressive progress towards achieving the Millennium Development Goals
(MDGs) and has been successful in some goals such as poverty reduction, education and gender equality.
Viet Nam may be the country who made the most significant progress on Millenium Development Goal 1
(MDG 1), on poverty reduction, from a rate of 49.2 per cent in 1992 to 3.2 per cent in 20127 . Proportion
of population living under the national poverty line declined as well reaching 17.2 per cent in 2012 &, but
inequalities between urban (5.4 per cent in 2012) and rural (22.1 per cent in 2012) areas still exist. Following
the MDGs, the Sustainable Development Goals (SDGs) were adopted in September 2015 and Viet Nam' efforts
and commitments on reducing inequities will continue, especially in line with the SDG 4 on education.

4, Despite this overall progress, poorer groups, ethnic minorities and rural populations have seen their share
in economic progress unchanged. Income growth has been concentrated mainly around the large cities and
in areas with export oriented economic activities. This has exacerbated income inequalities. The income share
held by the highest 20 per cent of the population is 43 per cent in 2012 (44 per cent in 1993) while the lowest
20 per cent of the population is at 7.03 per cent (8 per cent in 1993)°. Also, the Gini index gradually increased
from 35.7 per cent in 1993 to 39.3 per cent in 2010 although it bounced back to 35.6 per centin 2012 °,

2 ASEAN Member States: Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, Philippines, Singapore,
Thailand, and Viet Nam (as of July, 2015).

3 Source: World Bank database, accessed in July, 2015.
4 Source: UN ESCAP database, accessed in July, 2015. Estimation from World populations prospects 2012.

(O]

Lower-middle income economies are those with a GNI per capita of more than $1,045 but less than $4,125.
Source: World Bank country and lending groups, accessed in July, 2015.

Average from 2005 to 2014. Source: World Bank database, accessed in July, 2015.

Poverty headcount ratio at $1.90 a day (2011 PPP, % of population). Source: World Bank database, accessed in October, 2015.
Source: World Bank database, accessed in July, 2015.

Source: World Bank database, accessed in August, 2015.

= OV 00 N O

0 Gini index measures the extent to which the distribution of income or consumption expenditure among individuals or
households within an economy deviates from a perfectly equal distribution. A Gini index of 0 represents perfect equality,
while an index of 100 implies perfect inequality.
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5.Viet Nam'’s investment not only expanded economic aspects but also human and social aspects such
as improving health, education, water and sanitation. Indeed, the Human Development Index (HDI)
increased dramatically from 0.476 in 1990 to 0.638 in 2013"", indicating that more people are having
a longer and healthier life. Under-five mortality rate (USMR) has successfully decreased about half,
reaching 23.8 per thousand in 2013 from 50.6 per thousand in 1990 ™,

6. The government’s Socio-Economic Development Strategy (SEDS) 2011-2020 is in accordance with
the country’s growth emphasizes structure reforms, environmental sustainability, social equity, and
emerging issues of macroeconomic stability.

1.2. Education development context

1.2.1. Overview of changes in education structure and training

7. Achieving EFA, the MDGs and improving Viet Nam’s HDI are fundamental targets in using education
as means of enabling balanced development, economic growth and broader poverty reduction. Since
1945, several education reforms have transformed the education, bringing it to what it is today:

+ The first education reform (1950): From the Independence Day to the Victory of the First
Indochina War (1945-1954). Once Viet Nam gained its independence from France in 1945, the
government transformed the structure of the general education into eight years of education
with three levels: primary education of four years; lower secondary education of two years; and
upper secondary education of two years.

« The second education reform (1956): During the Viet Nam War (1955-1975). When the country
split into north and south, the educational activities in the two areas developed different
characteristics. In the north, the general education systems changed into a 10 years programme
with four years of primary education, three years of lower secondary education, and three years
of upper secondary education. In the south, under the Saigon governments’ management, the
education methodology gradually transitioned from French-influenced to North American-
dominated education.The general education experienced several changes with the components
of primary education (five years), lower secondary education (four years), and upper secondary
education (three years).

« The third education reform (1981): Since the reunification (1976-1985). After the reunification
of north and south in 1975, the Ministry of Education started the preparation of education
reform to unify the north and south systems, including large scale anti-literacy campaigns, and
the revision of the school curriculum into 12 years of general education with primary and lower
secondary education combined, and preparation was made for streaming in upper secondary
schools.

- Education reform (1986-2005). During that period, difficulties in providing sufficient public
resources for the education system led to a decline in quality' . To solve this, the government
allowed the collection of tuition fees at all levels of education with the exception of primary
education. Also, permission was given to open private kindergartens, and semi-public and
people-founded classes/schools at all levels. For primary education level, various programmes

11 Source: UNDP database, accessed in July, 2015.
12 Source: UNICEF global database, accessed in August, 2015.
13 Source: Education in Viet Nam — Development history, challenges and solutions, World Bank.
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were also developed for ethnic minority children and disadvantaged children to introduce more
flexible classes.

« The comprehensive reform of education and training (since 2013): This reform was
implemented through the Resolution No. 29-NQ/TW dated 4th November 2013 at the
8th Vietham Communist Central Party conference, Session Xl. This reform emphasizes the
achievements of the previous education reforms, with the spirit of keeping education and
training as the top national policy, the cause of the Party, the State and the society; investing
in education as a key development and a first priority among social economic development
plans and programs; undertaking fundamental and comprehensive education and training
reforms focusing on key major and urgent issues, from management to objectives, content,
methodologies, mechanisms, policies and implementation; shifting from academic education
to comprehensive learners’ compentency-based education; ensuring strong linkages between
the development of education and training and the need for socio-economic development;
and pursuing international integration actively for education development.

8. With Viet Nam’s continuous effort, the education sector had experienced positive development
and gained considerable achievements over these periods of reforms and development. The size of
the education system expanded with an increase of the total number of students studying at primary
schools from 8.1 million in 1986 to 10.2 million in 1996'* . Moreover, at the end of 1996, Vietnamese
leaders conducted a 10 year review of the educational reform to identify strategic plans for the next
century. Finally in 2013, the net enrolment rate (NER) in primary education was 98.3 per cent while the
rate for lower secondary was at 88.0 per cent'.

1.2.2. Legal and policy framework

9. The Constitution of the Socialist Republic of Viet Nam (1992) stipulates that education is not only a
right but also an“obligation of citizens”. Every citizen has equal rights of access to learning opportunities,
through support from the State (Article 10, Education Law 2005). Also, the 5 grades of primary education
are free and compulsory for all children aged 6 to 14 (Law on the Universal Primary Education, 1991).
Lower secondary is to become universal, as stipulated in Article 11 of the Education Law of 2005. The
2013 Constitution re-affirms this point, including children of age 5 under the universalization of pre-
schooling.

10. The education Law of 2005 states that “the goals of education are to train Vietnamese into
comprehensively developed persons who possess moral qualities, knowledge, good health, aesthetic
sense and profession, and are loyal to the ideology of national independence and socialism; to shape
and foster personality, quality and capacity of citizens, satisfying the national construction and defense
requirements” (Chapter 1, Article 2).

11. In Article 9 of the Education Law of 2005, education is clearly linked to the socio and economic
development of the country, putting education as the first national priority with a view to improving
people’s knowledge, training manpower, and fostering talents.

14 Source: UIS data centre, accessed in August, 2015.
15 EFA 2015 Review of Viet Nam, Tables 5 and 11.
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1.2.3. Current structure and organization of education and training

12. In 1990, the Ministry of Education and Training (MOET) was created, merging the Ministry of
Education and the Ministry of Higher Education and Secondary Technical Education. The MOET became
the main agency responsible of education matters: drafting the education planning strategies, the
management of education budget and human resources, as well as the formulation of laws and policies
for all levels of education. In coordination with other line ministries, the MOET leads in determining the
curriculum, but also participating in making policies on education investment. Since 1998 vocational
education has been managed by the Ministry of Labor, Invalids and Social Affairs (MOLISA), with the
General Department of Vocational Training (GDVT) in MOLISA takes responsibility and administrative
management of vocational training.

13.The management of schools, teachers and financial resources has been progressively decentralized.
The MOET and other central government Ministries are now mainly only managing universities, colleges
and professional schools undertheirdirectresponsabilities. At the districtand communelevels, the district
bureau of education and training (DBOET) (Phong Giao Duc) are accountable on state management
to their local people’s committee and to the provincial department of education (So Giao Duc); the
provincial departments of education are accountable to the provincial people committee (PPC), as well
as to the MOET. The DBOET manage school districts for levels of education lower than upper secondary.
The provincial departments of education and training (DOET) manage upper secondary education and
colleges, professional schools and local universities under the responsibility of the provincial people’s
committee management; they also advise and implement national policies and manage resources. The
DOET are under the joint supervision of the provincial people’s committee (PPC) and MOET.

14.The provincial People’s committees, the district and communal People’s committees are responsible
for ensuring financial conditions on education and vocational training at the level of the province
with all the funds disaggregated and spent as regulated by the State Law; it is the provincial People’s
councils who approve provincial budget estimates and final settlement as well as tuition norms and
administration fees for public educational institutions in each province according to proposal sent by
the PPC.

15. The government encourages the development of non-state (or private) schools, ‘people founded’
school (dan lap) and self-sufficient private (tu thuc) schools in view of reducing the state budget for
education and training. Under this ‘socialization’ policy, where the burden on the government budget
was expected to be reduced, by 2010 (since 2010 there were no longer people-founded schools) those
semi-public institutions were established at all levels of education, from early childhood to higher
education. The same regulations on state management are applied in both types of institutions. The
permission for establishment of the non-state institutions are as follow: at the district level, for level
of education from créche to lower secondary, the chairman of the district People’s committee has the
authority; for upper secondary schools and vocational upper secondary school under the management
of the provincial administration, the chairman of the provincial People’s committee has the authority;
other vocational upper secondary schools and vocational training, those under the management of
line-ministries or state agencies, the ministers or the head of the state agencies have the authority; the
MOET has the authority for the colleges under his management; finally, it is the Prime Minister who
make the decision for universities.

15



Figure 1: Current structure of the education system in Viet Nam

Tuéi/Age
24 Gido duc bai
hoc ( Higher
Education)
21
18 -
18
Gido duc Phé
15 thong ( General
Education)
11
6 —
6 —
Giao duc Mam
non (Early
3 Childhood)
3 thang/
months

Source: Viet Nam National Education for All 2015 Review, 2015.

16. Pre-primary education is divided into two: creches for children from 3 months to 3 years old and
kindergartens for children from 3 years to 5 years old.

17. Primary education lasts for 5 years and is intended for children aged 6-11 years old. At the end of
the cycle, successful students receive a certificate of primary completion from the school’s principal.
Secondary education is comprised of two levels. First, lower secondary which lasts for 4 years is intended
for children aged 11-14 years old. Successful students receive a certificate issued by the DBOET. Students
who completed primary can also choose to enroll in vocational training courses of one to three years in
vocational training schools.

18. To enter the second cycle, upper secondary education students who graduated lower secondary
education have to pass an entrance examination. Upper secondary lasts 3 years. At the end of the cycle,
successful students can sit for the final examination and those who pass are awarded the diploma of
secondary school graduation issued by the DOET. After lower secondary, students can otherwise choose
to go enroll in vocational education for 3 to 4 years. Successful students are awarded the diploma of
vocational secondary education. Both upper secondary diplomas grant access to higher education
(subject to entrance examination); students from the vocational track tend to enroll more in junior
colleges.
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19. Higher education includes universities and colleges.To be able to enter university, students who have
graduated from secondary education must pass an entrance examination (since 2015 the graduation
and entrance examination are combined in the national secondary education graduation test, and
students who want to continue to higher education use these results to enroll in univerisities and
colleges). Colleges offer three years of professional programmes and students are awarded a college
diploma (or ‘associate degree’). Universities, which are under the authority of the Prime Minister and
administered by MOET and other line Ministries (such as Ministry of Health, Ministry of Finance, Ministry
of Defense) offers bachelor, master and doctoral programmes of respectively 4 to 6, 2 and 3 years. s

1.2.4. Some education achievements'®

20. Over the last 15 years, Viet Nam has achieved remarkable progress in education. As the country
promotes the universalization of early childhood care and education (ECCE) for children at the age
of five, the enrolment rate for five-year old children reached 98.0 per cent in 2013. As a result of this
increasing enrolment in pre-primary education, the percentage of children in grade 1 who have ECCE
experiences increased dramatically from 62.0 per cent to 92.4 per cent between 2002 and 2013, making
sure that all children entering primary are well prepared.

21. Viet Nam has been committed to achieving universal primary education (EFA goal 2). In 2013, the
net enrolment rate (NER) was 98.3 per cent, depicting access to primary education level quite inclusive.
Policies targeting ethnic minority children, such as lunch support and education expenditure support
were effectives. The transition rate from primary to lower secondary education was high at 98.9 per cent
in 2012. The lower secondary NER was 88.0 per cent in 2013.

22. Gender disparities in participation in education have been reduced during the last decade. The
Gender Parity Index (GPI) of primary gross enrolment rate (GER) was 0.99 and lower secondary GER 0.97
in 2013, reaching gender parity. In terms of youth literacy rate, the GPI was 0.99 in 2012.

23. The share of ethnic minority students has increased in pre-primary to lower secondary education.
The most significant progress was seen in lower secondary education where the share increased from
11.3to 15.9 per cent between 2000 and 2013. Likewise, for access to education among disabled children,
62.3 per cent of all preschool-aged disabled children participated in inclusive education in 2013.

24.The country’s commitment to education have also resulted in high literacy rates as well as learning
outcomes. The literacy rate of the youth population aged 15-25 years'” was 96.8 per cent in 2012. Great
progress was especially seen among ethnic minorities where the rate increased from 78.7 per cent to
90.2 per cent between 2002 and 2012. Progress was also made in rural areas where the youth literacy
rate was 96.1 per cent in 2012. These achievements are not surprising considering that promotion of
learning and respect for teachers are one of the traditional values of the Vietnamese people ™.

25.The results of the PISA exam of 2012 ranked Viet Nam in the top 20 national and regional economic
benchmark areas and above the OECD average. The 15-year-olds students in Viet Nam did better than
the average score of students in OECD countries in PISA 2012 for all 3 main subjects test (reading,
mathematics and science). Specifically, in Viet Nam, the average performance in reading was 508 points,
compared to an average of 496 points in OECD countries. In mathematics, the main topic of PISA 2012,
the average score was 511 points, compared to an average of 494 points in OECD countries. In science

16 Data presented here are from the “Education for All 2015 National Review Report: Viet Nam’, 2014, if not stated differently.
17 National definition of youth.
18 Source: Education in Viet Nam — Development history, challenges and solutions, World Bank.
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literacy, Viet Nam was ranked 8 out of 65 countries. Students scored 528 points compared to an average
of 501 points in OECD countries.

26.The PISA 2012 results shows that Viet Nam has not only improved access to education but also that
Viet Nam quality of education can be ranked among the countries with the highest quality of education
in the world. This may be the results of a quality teaching done by qualified teachers. The percentage of
trained teachers who meet the national standard reached 96.6 per cent in pre-primary education, 99.7
per cent in primary education, and 99.3 per cent in lower secondary education in 2013. Nonetheless,
it should be acknowledged that education in Viet Nam still faces many challenges and shortcomings:
overall education quality has not met social requirements, especially in terms of human resource
quality through higher education; the changes in teaching and learning methodology has not reached
needs; and financial resources and school infrastructures in education have only modestly satisfied the
demand. Therefore, Viet Nam is currently implementing a fundamental and comprehensive reform of
education and training.

1.3. Education financing mechanisms

27.The education system went through some changes after the Budget Laws of 1996 and of 2002 as
administration with authorization was made more decentralized to localities. Indeed, provinces have
now more leverage about how to manage education spending, even though they still need to meet the
centrally determined norms. In 2006, Decree 43/2006/ND-CP by the Government even targets further
decentralization of budget spending and encourages schools to expand their own non-budgetary
sources of income.

28.The general objectives of the National Education Development Strategy (NESP) to 2020 is to reform
education completely by standardization, modernization, socialization and international integration.
All aspect of education quality will be improved. This strategy is set up by particular objectives for
each education level. Viet Nam suggests particular solutions to conduct NESP to 2020: (i) to reform
education management, (ii) to develop and improve teachers capacity, (iii) to reform the content
and methodology of teaching, (iv) to increase the resources of investment for reforming financial
mechanism for education, (v) to improve the link between training and labor market, (vi) to improve
support for education in difficult areas, (vii) to improve educational science, (viii) to expand and improve
international cooperation in education.

29. “The Vietnamese tradition of honouring education will continue to guide policy and investment
in education and training. Education efforts will focus on building a learning society with guaranteed
conditions for lifelong learning, mass education, diversification, globalization, integration and
cooperation, to achieve international standards in education.” (Viet Nam National Education for All 2015
Review, 2015, page 64)

30. Viet Nam has implemented a policy of “education socialization” with the objective to mobilise all
society to participate in educational activities, in order to promote a“learning tradition” and encourage
human capacity to develop a modern education which is managed by the Government. Socialization
includes 2 components, (i) developing a learning society, meaning all are expected to attend education
regularly; (ii) that all people contribute to education. “Education socialization” creates favourable
conditions and advocates the participation of all people and organisations at different levels, in order
to expand education in scale and develop education to reach high quality. This solution is seen as
important to reach social equity and reduce the burden on the stage budget.
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31. Government expenditure on education increased, but was not sufficient to meet the needs;
therefore, “education socialization” was implemented to fill the funding gap. Semi-public schools (which
were legally established before 2010 and no longer exist after 2010 in accordance with Education Law
2010) are schools that are financed by a combination of state subsidies and tuition fees, and in addition,
can collect voluntary contributions such as construction ‘contributions; medical insurance, water and
sanitation, etc. Students’fees and contributions for the development of their school reduced the burden
on the government. It may also have increased the quality of the instruction (like for TVET training). On
the other hand, not all students can afford the tuition fees and other expenditures, which may create
inequalities in access and opportunities. Therefore, the government has implemented support policies
towards disadvantaged groups.

32.The State Treasury, under the Ministry of Finance, is mandated to control all budgetary expenditures
as regulated. The buget is only disbursed upon having all necessary conditions on budget estimate,
budget level and approved by an authorized person. In addition, the State Treasury is mandated to
monitor the revenues to be collected, such as tuition fees from public schools. Once the budget is
approved, the ministries, the lower levels of administration and benificiary agencies can allocate their
resources at their discretion to their affiliate units, but all detailed budget estimates must be sent to a
higher financial agency (Ministry of Finance, DOF, BOT and Bureau/Department of Finance). Financial
agencies at all levels then have to consolidate all detailed allocations, and advise on the implementation
and monitoring of budget estimates. The MOF then has to consolidate all the details of budget allocation
and spending, and report to the government and the national assembly.

33.Education recurrent budget allocations to each province are determined by the province’s population
size aged 0 to 18 years old (for the education budget) and the population of remaining groups (for
the training budget). The budget allocation norm is calculated per head and by level of priority
among regions with different socio-economic realities. In addition, in the provinces with high student
per population ratio, such norm may not cover all needs, therefore the government will allocate an
additional amount of at least 20% of total expenditures for school operations (excluding compensation
for personnel). This is stipulated in the Decision No.59/QG-TTg. The budget for development investment
is separately allocated and by government programs and projects.

34, In addition to the State buget, the Government also mobilises ODA, grants from governments and
NGOs for the development of education and training. The education sector has received support from
many other countries and selected agencies, including the World Bank (WB), the Asian Development
Bank (ADB), UNESCO, UNICEF, World Vision, Save the Children, etc.
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CHAPTER 2
METHODOLOGY, APPROACH AND DATA SOURCES

2.1 The National Education Accounts methodology

35. The methodology used for collecting, processing and consolidating the education financing data
presented in this report is that of National Education Accounts (NEA). While Viet Nam did not produce a
full set of accounts this time, the project nonetheless used the principles and classifications of the NEA
methodology to the extent possible. Rather than producing a full set of accounts covering all sources of
funding, the focus was on currently accessible sources of financing: the government and households.
As the classification developed and methodology used follows the NEA principles, the exercise can be
reproduced in the future to eventually produce a full set of education accounts.

36. National Education Accounts (NEA) represent a comprehensive approach to education financing
data collection, processing and analysis covering the different sources of funding (government, private,
and donors), where it goes (public or private schools, etc.) and what it is being spent on (salaries,
other current expenditure such as teaching materials, infrastructure). They find their origin in National
Accounts, which measure the economic activities of a country in a comprehensive way, for example
calculating the GDP. Satellite accounts use the same broad framework to produce sub-accounts for
specific sectors (e.g. health, tourism, environment, agriculture, etc.), providing more detail and specific
categories. The methodology draws heavily on existing international standards such as:

«  The System of National Accounts (SNA)
« The Government Finance Statistics manual (GFS)
- The International Standard Classification of Education (ISCED)

37.The rationale behind the NEA is that to obtain a complete picture of the economy of the education
domain, data from many different sources must be consolidated into a coherent whole. This can be
challenging, since various sources may be inconsistent, come in diverse formats, and follow different
classifications.

38.Beyond collecting the data form these various sources, an important part of putting an NEA together
is to process data through a common classification framework so that it can be consolidated. An NEA
will therefore offer an overview of all financial flows occurring within the education system. It can
serve as a complement to other statistical information such as enrolment data, human resources, and
infrastructures.

2.2. Scope and coverage

39. A complete NEA as described above would require coverage of all sources of funding as well as well
as all providers and levels of education. In the context of a first implementation of the NEA method in
Viet Nam however, the data collected and presented in this report is not that of a full NEA. Instead, the
focus was on household expenditure as well as government funding of education.
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40. More precisely, data presented in this report covers:

Expenditure on education and training by central and local governments, as well as households

Expenditure on all levels of education and training, from pre-primary to higher education,
including vocational training

Expenditure by all ministries and departments funding education
Expenditure for public and non-public providers (contribution of households)
Years covered are from 2009 to 2013

The reference period is the financial year which runs from January to December (and not the
school year which runs from September to May)

Data is for actual expenditure

2.3. Dimensions and classifications of education expenditure

41. Although the exercise did not cover the full scope of an NEA, a full classification according to the
methodology was nonetheless developed, so that in the future as more data becomes available, it
can be added in a coherent way. The structure of the classification is based on the NEA principles and
dimensions, but the specific categories reflect the national system. The classification system is based on
five dimensions, each including a series of categories:

1.

Financing units are the institutional units authorised, as regulated by the Budget Law, to
receive and allocate finance to education, without carrying out the educational programmes
themselves, such as a the Ministry of Education and Training, local PPCs, Ministries and
sectors managing schools, or individuals, organizations financing education, including donor,
philanthropists, and households. They are divided into the three main sectors of the National
Accounts and NEA framework: the general government sector, the private sector, and the rest
of the world.

For thisreport, the central governments and local governments (provinces and districts together)
are included under the general government category, as well as state-owned enterprises that
in practice are part of the government even though they have a degree of autonomy. Data
collected by the MOF include education expenditure data from provinces and districts, although
these funds are managed by provincial departments of education and training (DOET) or finance
(DOF) and supervised by each province’s People Committee. Central government expenditure
on education includes expenditure from the Ministry of Education and Training (MOET) as well
as expenditure from 41 other Ministries and state-owned entreprises directly funding education
and training institutions. Although local governments’ income comes mostly from the central
Ministry of Finance, the transfers are general in nature, therefore the expenditure is recorded as
coming from local governments.

For the private sector, only households have been included, as it was not possible to collect
data on corporations and non-profit institutions’ expenditure on education.
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The rest of the world also finances education in Viet Nam, such as through foreign donors
and NGOs. Sometimes this funding goes through the budget, but because of the decentralized
nature of education expenditure in Viet Nam, it was not possible to identify the share of
provincial budgets which may be funded by foreign donors. In addition, donors also fund off-
budget projects, but without access to a database compiling expenditure from these sources, it
was not possible to integrate them in the current exercise.

Producing units are those that receive funding from the financing units and carry out the
education activities for the benefits of students. In the education sector producing units are
the public and private schools, universities, training centres operating in the country, but also
administrative offices providing education supporting services.

In Viet Nam producing units are subdivided between public and non-public educational
institutions. Non-public institutions, within the assessment period of this report, also include
‘semi-public’ institutions that receive some degree of support from the government, although
this type of school has been transitioned to the public system. Administrative offices should
be considered as separate producing units, but because data does not allow for separating
spending on administrative offices from what is spent on schools, they are grouped together
with public institutions.

The level of education is another dimension of the NEA, in that all data is disaggregated
between pre-primary, primary, lower-secondary, upper-secondary, technical and professional
training, higher education, non-formal/continuing/other type of education and training.

The economic transaction is the final dimension, with data disaggregated between staff
compensation, other current expenditure, purchase of fixed assets, capital expenditures, and
other subsidies and transfers. Even though an NEA classification would normally require a
separation of teaching and non-teaching staff compensation, as well as textbooks and teaching
materials from other current expenditure, available data did not allow for this level of detail at
this stage.
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2.4. Data sources, processing and consolidation

2.4.1. Government expenditure

42.The following sources were used for government expenditure

«  For Financial Years (FY) 2009-2012: Data was received from the Ministry of Finance (MoF) in
the context of the Public Expenditure Review (PER) conducted in 2014-2015, including data
on total central government expenditure disaggregated by economic transaction and level of
education, as well as data disaggregated by provinces and level of education.

«  ForFY2013,estimations were done by the MoET Technical Team, with the methodology approved
through consultation with the with budget department of the MoF, based on available partial
data and past trends and implementation. Data is, as for 2009-2012, disaggregated between the
central and local governments, by level of education, and by economic transaction, however it
is not available by province.

43. The data was compiled into a database format with some minor reclassifications to match more
closely NEA categories, although many of the desired classifications could not be used, such as how much
specifically is spent on teaching materials, or a separation of teachers vs non-teachers’ compensation.

2.4.2. Household education expenditure

44. Household education expenditure was estimated using the results of the Viet Nam Household Living
Standards Surveys (VLHSV) 2008, 2010 and 2012 conducted by the General Statistics Office (GSO), and
which includes a section asking detailed education expenditure for each member of the household.
These surveys, conducted every two years with a sample of 45,000 households, of which the sub-sample
of expenditure is 9,200 households. The following four steps were followed to process the data:

1. Only household members who are currently or have attended school in the past 12 months at
the survey time were selected.

2. Fromthefirstselection, only household members who have reported any education expenditure
during the last 12 months are included in the sub-sample.

In the VHLSS questionnaire, the expenditure items include:

o School fees: primary school is free in Viet Nam in public schools, although non-public schools
may charge fees. At other education levels, fees are charged following official rules. Parents may
also report paying fees since various contributions can be asked (see below).

o Additional fees for attending school outside the pupil’s districts

o Contribution to school construction fund: a contribution from parents to develop infrastructure,
repair equipment, etc.

o Contribution to parent fund, pupil fund, or class fund.

o Uniform:inViet Nam pupils are required to wear a uniform and compulsory clothes for particular
days

o Textbooks and reference books
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o Other educational material (papers, notebooks, pens, bags)
o Extra courses linked to the regular curriculum
o Other educational cost: transportation, renting house, insurance

o Other vocational, or training costs: language course, typing course, makeup course (this
category was not included as these types of course do not fit the definition of education)

3. From the sub-sample, average education expenditure was estimated for each category of
expenditure and by students attending each level of level of education and by type of school
(public and non-public). When there were less than 25 observations for a sub-category, the
results were excluded since each classification did not have a large enough number to be
statistics significant.

4. Averageeducation expenditure for each sub-category was then multiplied with the total number
of students for the given level and type of school to estimate total household expenditure for
the whole country.

45. To avoid double-counting, scholarships sourced from the budget and declared by households in
the survey were deducted from the totals from all related sources, since these are transfers from one
financing unit (the government) to another (the household), and are also reported by the government
as an expense.

2.4.3. Additional and supporting data collected

46. Additional data collections were carried out with the hope of providing more sources for data
consolidation and to provide background data, although not all data these sources were used due to
lack of coverage, quality and/or consistency with government expenditure data:

«  Provincial reports received by the MOET were analyzed, although ultimately the data could not
be used as the quality and completeness was too low, and not compiled in a standardized way;

+ Financial reports of higher education institutions under the responsibility of the MOET were
also collected but also not ultimately used;

« A specific data collection on expenditure on scholarships and other support for students;

«  Data on number of students by level, type of education provider, and province for 2009-2013 as
available in the MOET database.

2.5. Limitations

2.5.1. Government expenditure data

47. There are several limitations to the data and results that follow. Collecting data on education
expenditure is a challenge in Viet Nam due to lack of a consolidated and open system providing detailed
and complete data. The high degree of decentralization means that very little information is available to
the MOET. When available, data tends not to be very detailed and categories do not necessarily match
international standards, therefore the NEA methodology could only be approximately followed.
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2.5.2. Household expenditure data

48.The VHLSS is a very useful source of data to estimated household expenditure, nonetheless the data
can only be seen as rough estimations because of the following limitations:

- Thesurveyisnotdesigned specifically for collecting education expenditure, and categoriesin the
questionnaire do not match exactly what is needed in a comprehensive education expenditure
analysis exercise such as an NEA. For example, there are two ‘other’ categories where expenses
may be reported that in principle should not be considered as education expenses.

- Because itis not designed specifically for education, the samples for specific subcategories (eg.
the amount spent on textbook for a vocational student in a non-public school) are quite small,
to the point where in some cases calculations were not possible. Also, the survey asks an adult
member of the household to provide detailed information about the money spent on each
member of the household for his/her education with a great degree of details, which may be
difficult to do with accuracy because respondents may not always recall exactly how much they
have spent on different items.
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CHAPTER 3:
RESULTS--- EXPENDITURE ON EDUCATION IN VIET NAM

3.1 Expenditure from all sources 2009-2013

49. Compiling all the data collected, Figure 2 shows the evolution of expenditure on education in Viet
Nam from government and household sources between 2009 and 2013. Overall, spending has been
steadily increasing in nominal terms (i.e. without taking into account inflation), with an important jump
in 2012. Local governments are by far the biggest contributors, as they are mandated to manage and
allocate the state budget, making up 64% of total spending in 2013.The central government contributed
12%, and households 24%. The share of each source stayed relatively stable between 2009 and 2013.

Figure 2: Expenditure on education from government and households, 2009-2013
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Source: Technical team calculations based on MoF figures for 2009-2012,
MoF and MoET estimations for 2013, VLHSS 2008, 2010, 2012

50. Looking at expenditure data compared to Gross Domestic Product (GDP) and total government
expenditure gives us a little more perspective. Both in absolute terms and in relation to GDP, or the size
of the whole economy, education spending has been increasing. Looking at governments’ contributions
(central and local), education spending increased slightly from 5.1% in 2009 to 6.0% of GDP in 2013.
When households are added, the share increases to 7.9% in 2013. Considering government spending
from the perspective of the whole of the government budgets, or spending on all sectors combined,
the proportion spent on education has been on an upward trend since 2009, reaching 20% in 2013,
showing a continuing high commitment from the government to education.
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Figure 3: Expenditure on education as % of GDP, 2009-2013
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Figure 4: Government expenditure on education as % of total government expenditure, 2009-2013

=*=Ty trong chi cho gido ductrén téng chitiéu cla chinh pht (cho tit cd cdc nganh)-Government
expenditure on education as % of total government expenditure (all sectors)

20%

0 20%
20% 1 18% 1% -~ —
1V -
15% -
10%
5% -
0% T T r :
2009 2010 2011 2012 2013

Source: Technical team calculations based on MoF figures for 2009-2012, MoF and MoET estimations for 2013, International

Monetary Fund World Economic Outlook database for total general government expenditure

51. Education is an essential pillar of development, and as shown through Chapter 1, has always been
a cornerstone of Viet Nam’s strategy and vision. But is the government spending at the level of its
ambition? Comparing government expenditure as a share of GDP with other countries on the region,
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Viet Nam is among those which spend the most, suggesting that investment in education is a priority,
in both theory and in practice. While a direct link between spending and results is always hard to
establish, it should be noted that Viet Nam’s high spending is correlated with its impressive results in
terms of enrolment, literacy, and in PISA (where Vietnamese students scored above the OECD average,
as described in Chapter 1). However, it must be noted that although the share of education in GDP is
high, the financial resources have not met the development requirement of education, since the GDP of
Viet Nam is still quite small.

Figure 5: Government expenditure as % of GDP, selected Asian countries
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Source: UNESCO Institute for Statistics for other countries, current NEA for Viet Nam

Note: to be comparable with UIS data from other countries, only expenditure on formal education is
included here, so that the share of education expenditure out of GDP is 5.7% for Viet Nam in 2013,
compared to 6.0% in Fig. 3

3.2. Expenditure by level and by student

52. Expenditure from pre-primary to secondary makes up the most important share of spending on the
sector, on average 70% of the total between 2009 and 2013. Pre-primary appears to be a particularly
high priority for both the governments and households, with its share rising from 12% in 2009 to 14% in
2013. As the chapter will show, this is an unusually high share, showing that in Viet Nam, commitment
to education starts at the earliest age (as shown through the policy of universal pre-schooling for 5 years
old children, which started in 2010).
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Figure 6: Government and household expenditure by level of education, 2009-2013
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53. Considering average expenditure per student, the relative equality between levels is also apparent.
Government expenditure per student is almost equal between pre-primary, primary, lower and upper
secondary, at around 7-9 million Dong per student in 2013. Expenditure by higher education student
is slightly higher, with only vocational training costing significantly more per student. When household
contributions are added to the mix, the average from pre-primary to upper-secondary increases to 9-12
million Dong per student in 2013, and 24 and 25 million Dong per student for vocational and higher
education respectively (Figure 7 and 8). Higher education is the level where households contribute the
most, proportionally (45%), while primary is where they contribute the less (13%) (Figure 8).
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Figure 7: Government and household expenditure per student, by level of education, 2009-2013
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Figure 8: Expenditure by level of education and source of funding, 2013
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3.3. Focus on government expenditure

54. The figure below 9 shows how education expenditure is disaggregated in terms of economic
transaction for central and local governments combined. With the exception of higher education, staff
compensation (salary and other benefits) is the highest spending items at all levels, reaching 62%
(of recurrent and capital expenditures) in primary education. This is not necessarily surprising, as in
all education systems, staff compensation makes up the largest share of the budget. The much lower
proportion of expenditure going to salaries at vocational and higher education levels (below 25%)
should be interpreted with caution, since this is the perspective of the financing unit (the government)
disbursing the funds. In practice, educational institutions (the producing units) at these levels may
spend the funds differently and use some of what they receive as ‘other current expenditure’ to pay for
their staff’s salaries. There is also a significant proportion of spending going to capital expenditure and
purchase of fixed assets, particularly at vocational training level, where it reaches 39% of total education
expenditure (Figure 9). This is often the case when the purchase of equipment and materials to support
learning is important for vocational training.

Figure 9: Total local and central government expenditure, by level and economic transaction, 2013

0y 0y 10
K 5% 21%

Trg cdp khac-Other
subsidies and transfers

" Mua sdm stia chifa -
Purchase of fixed assets

" Chi dau tu xay dung co
ban-Capital expenditures

B Chiluong va phu cap-
Salaries and wages

Gido ductrudckhidén Gido ductiéuhoc-  Gidoductrunghoccd Gido ducphdthéng  Trungcap chuyén Gido ducdaihoc-
truong-Preprimary Primary sd-Lower Secondary  trung hoc-Upper  nghiép-Technicaland  Higher education
Secondary vocational training

Source: Technical team calculations based on MoF figures

55. Following a policy of decentralization, the responsibility for funding and implementing general
education has been devolved to local governments (provinces and districts). Decentralization may
sometimes lead to inequities between regions, however in Viet Nam funding for education is determined
by an allocation based on the population, which should therefore minimize potential inequities in
funding between provinces. Figures 10 and 11 below show average expenditure per student by local
governments in primary and lower secondary education in the 63 provinces. For primary, expenditure
is relatively equal, between 4 and 6 million Dong per student, with a group of 9 provinces spending
significantly more (up to 10 million Dong per student). For lower-secondary education there is more of a
variation between provinces, with the largest spender spending more than twice on average compared
to those that spend the less. These figures show that in mountainous provinces, average expenditure
per primary and lower-secondary student is higher than others. At first glance, it could be interpreted
as an inequality in budget allocations. However this is because mountainous provinces have to spend
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more on regional support, human resource attraction allowances, DSA or higher expenditures for school

construction and equipment purchases than other provinces.

i

Local government expenditure per primary student by province, 2009-2012 average
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Local government expenditure per lower secondary student by province, 2009-2012 average

Figure 11
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56. Showing government expenditure by student as a share of GDP per capita gives an indication as

to, in relation to average income per person, how much a country invests in each student (Figure 12).
Often, tertiary (or higher) education costs more per student than lower levels, and when only a small

proportion of the population (often the richest) reaches that level, spending may become inequitable

between different population groups. However, government spending is highly equal between levels

in Viet Nam. Comparing government expenditure as % of GDP per capita with other countries in Asia,

only Thailand and Japan show a similarly equal pattern between levels (Figure 13). At higher education

levels, students contribute a higher proportion of total funding.
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Figure 12: Government expenditure per student as % of GDP per capita, by level of education, 2009-2013
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Figure 13: Government expenditure per student as % of GDP per capita in selected Asian countries,
closest available year
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3.4. Focus on household expenditure

57. As shown in the overall picture, only looking at government expenditure would give a very partial
view of expenditure on education in Viet Nam, as households contribute around a quarter of total
spending. Using data from the VLHSS allows for a detailed view of parents and students’ contributions
to their education. First, unsurprisingly, households spend significantly more on students in non-
public schools compared to those in public schools. In addition, the figure below shows that while total
household education spending per student has remained relatively stable since 2008 in public schools,
the average costs paid by parents and students in non-public schools rose massively, with the average
in 2012 being more than 3 times higher than in 2008. Total household expenditure on education is not
only for tuition fees, but also for textbooks, uniforms, extra classes and so on.

Figure 14: Household average expenditure per student, all levels of education, 2008, 2010 and 2012
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58.The VLHSS also allows for a disaggregation by region, although given the much smaller samples, the
results should be interpreted with caution. Nonetheless, this rough estimation show that parents and
students spent much more in non-public schools in the South East and Mekong River Delta regions than
in the rest of the country. In fact, the increase in the average household spending in non-public schools
in driven in large part by a 10-fold increase in the Mekong River Delta region.
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Figure 15: Household average expenditure per student, all levels of education, by region, 2012
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59. Disaggregating by income quintile (again with small samples the results are only rough estimations),
there is a drastic difference with the 20% richest households, who spend about 6 times more per non-
public school student compared to the rest of the population - over 30 million Dong annually per
student. The difference between the other 4 quintiles is much less pronounced, and so is the difference
between all quintiles in public schools.

Figure 16: Household average expenditure per student, all levels of education, by income quintile, 2012
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60. Looking by level of education, vocational and higher education cost significantly more than general
education, with a marked increase for higher education in 2010 and 2012

Figure 17: Household average expenditure per student, by level of education, 2008, 2010 and 2012

®2008 ®=2010 2012

14,000
12,000
10,000
8,000
6,000
4,000

2,000

Gia cd dinh 2013, nghin déng-Constant 2013
thousands Dong

0

Gido duc trudc khi dén  Gido duc tiéuhoc-  Gido duc trunghocco Gidoduc phé théng  Trung cap chuyén Gido duc dai hoc-

truong-Preprimary Primary sG-Lower Secondary  trunghoc-Upper  nghiép-Technicaland  Higher education
Secondary vocational training

Source: Technical team calculations based on VLHSS 2008, 2010, 2012

61.Whenlooking by rural or urban location however, the difference is more marked for general education
levels than for vocational and higher education. More than 3 times on average is spent by household on
children attending pre-primary schools in urban than in rural areas. Although sample sizes are too small
to disaggregate between public and non-public schools, this lightly reflects the fact that there are more
pupils attending non-public schools—which cost more—in urban than in rural areas.

Figure 18: Household average expenditure per student, by level of education and location, 2012
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Figure 19: Household average expenditure per student, by level of education and region, 2012
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62.What are households spending on? The figures below contrasts the portrait between pre-primary and
upper-secondary education. At preprimary level, parents spend mostly on various fees or contributions
paid to schools. This is even the case in public schoools, although the cost of school fees is more than 4
times higher in non-public schools. Considering that parents also make other contributions, such as to
the school’s construction fund, they contribute significantly to the running costs of the school at pre-
primary level. At upper-secondary level, the portrait is different. The amount paid in fees is much lower
in public schools, however in both public and non-public schools, parents pay 1.01 and 1.3 million Dong
respectively to provide their children with additional classes or private tutors. In public upper-secondary
schools, this ‘suplementary education’ makes up 35% of household expenditure on education.
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Figure 20: Household average expenditure per student, preprimary and upper secondary, 2012
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CHAPTER 4
CONCLUSIONS AND RECOMMENDATIONS

4.1. Policy and financing

63. Viet Nam has reached impressive successes in education, such as a 96.8% youth literacy rate, near
universal enrolment in both ECCE (98%) and primary (98.3%) education (see section 1.2.4), and results
on the PISA test which have attracted the envy of policy-makers around the world. This has be made
possible at least in parts by a high commitment from the government towards education spending,
where at approximately 6% of GDP, is high in the Asia region and even the world. To continue achieve
success, it will be important to maintain this strong commitment to education, even when other
priorities and sectors might be competing for resources.

64. Even though the share of education out of GDP is high, because of the small scale of GDP, the actual
budget has met requirements only modestly. Currently teaching and learning facilities and materials
at all levels face difficult circumstances, leading to the presssure to allocate more funding to satisfy the
development plan of education and training.

65. This pressure on the government budget has led to the policy of socialization of financial resources,
where parents and communities are expected to contribute financially at certain levels of education.
This is visible when looking at household spending, which increases as a proportion of total spending
at higher education levels. It will be important to keep a close eye on equity issues with this policy
however, as richer households are able to contribute much more to their children’s education, and
poorer households may not be able to afford the additional costs.

4.2. Education finance data reporting and collection system

66. As stated in the methodology section, this report presents the results of a partial NEA exercise
in Viet Nam. A number of data gaps prevent, at the moment, the presentation of a full picture. This
section presents some recommendations on what could be done so that, in the future, Viet Nam could
undertake and implement a more complete NEA.

Data on government expenditure
The situation

67. At present, the following steps are followed when it comes to education finance data reporting from
local governments:

1: Pre-primary to lower secondary schools report to their district’s education and training OR
planning and finance departments

2: The districts send their data to their province’s Departments of Finance (DOF) which compiles
the data as well as data received from schools at upper secondary and vocational level or from
DOETs

3: The consolidated data is submitted to the province’s People’s Committee, which approves it
before it is sent to the MOF at the central level
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4:

5:

The MOF compiles financial data from 63 provinces for all sectors, including education

The MOF reports financial data to the Government expects its approval by National Assembly
before making it public

68. There is therefore a process of consolidation in place. However it suffers from several problems:

1

The decentralisation of education management in Viet Nam, as regulated by the Budget Law,
delegates decision-making at provincial level to Provincial People’s Council (PPC); therefore
there are many types of financial management systems. In some provinces the PPC delegates
to financial management units, in others to educational units, and in others to schools directly.
Thus, there is no agreement on the reporting channel and system, and no agency can get full
and timely financing information, leading to delays in reporting.

Due the above dispersed decentralisation, there is no clear and common classification of
education statistical indicators which can serve the needs of overall policy monitoring and
planning, and which would be used by all provinces as well as central government ministries.

At school level, education expenditure is in fact compiled and reported with a fair amount of
details. During the course of the project, meetings with primary and secondary school officials
revealed that they track the finances of their schools and prepare detailed reports which are
sent to their district officials. However, schools only know about the resources under their
management. Therefore the data on education spending from schools does not reflect all
financial resources for education.

Datafromthe MOF mainly cover publicfinances, othersourcesare notincluded.Figures published
by the MOF are normally via the annual budget final settlement report, and sometimes appear
with a 3 years'delay and are not automatically available disaggregated by level of education or
economic transaction. This means the data does not meet the management requirements of
the education sector, is not up to international standards, and is generally difficult to use.

There seems to be several reporting process happening simultaneously, but each using a
differentformat and classification, and with little consolidation and quality assurance. In addition
to the ‘"MOF route;, some financial data is also reported by provinces to the MOET. However, the
reports do not follow a common standard, and there is no data cleaning and quality assessment
process. After several attempts at using this data for this report, the technical team had to
abandon because the data was too inconsistent and difficult to use. .

69. This situation is not unusual for a highly decentralized education system. Nonetheless, even though
education expenditure is mostly the responsibility of provinces, Viet Nam at national level must also be
able to have a portrait of the situation for the whole country, and to establish some national targets.
The lack of details available to the MOET means that, not only is it difficult to monitor spending, it is
also difficult to understand what is included in the total and therefore to assess the completeness and
quality of the data. A consolidated portrait of education financing flows would be an important part
of national policy-planning and monitoring. Similar weaknesses can be seen at DOETs (provincial) and
BOET (district) levels.
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A proposed course of action

70.Thereisaclear need foramore streamlined and efficient system of reporting government expenditure
data on education in Viet Nam. However rather than starting a parallel data collection system, at first the
MOET should actively engage with the Ministry of Finance and discuss to reach agreement on reforming
the education financing management system.

71. Concretely and as an outcome of this first ‘partial’ NEA exercise in Viet Nam, it is recommended to
the MoET to:

a) Makearecommendationtothe MOF toreporttothe governmentfortheapproval by the National
Assembly of a reasonable revision of education financing management decentralisation. The
strong decentralisation is a good point, but there must be a unified principle in delegation to
PPCs so as to ensure that all educational management levels know the level of financing for all
education activities. A suitable reporting mechanism should also be available to facilitate the
monitoring and evaluation of education activities.

b) Make a recommendation to the MoF about a classification system for education finance
expenditure towards international standards, building on the NEA methodology which is
already based on standards like the SNA, GFS and ISCED.

¢) Make a recommendation about the institutional process of data reporting and consolidation
between schools, districts, provinces, the MoF and the sharing of the data with the MoET on an
annual basis

d) Following a consultation with the central MoF as well as provincial departments of education
and training and of finance, a revised data reporting and sharing system should be put in place
to increase efficiency and ensure that the education sector has the right data needed for policy-
making and monitoring. This system should, to the extent possible, be compatible with existing
international standards, and once in place should be institutionalised through the various
national laws implicated in education financing statistics (for ex. Statistics law, Accounting law,
State budget law).

e) This system should, to the extent possible, include both public and non-public education
institutions so that the situation of the whole sector can be assessed.

72. Once a more efficient data reporting and consolidation system is in place, Viet Nam would be well-
placed to undertake a full National Education Accounts exercise, building the methodology developed
through the current project. This would require an active engagement and participation of the provincial
Departments of Education and Training. The education sector could learn from the experience of the
health sector in Viet Nam, where National Health Accounts have been implemented several times
already.

Data on private expenditure
The situation

73.The situation of data on private expenditure is somewhat better. The GSO conducts every two years
a household expenditure survey, which includes a detailed section asking questions on household
expenditure on education, and the data is disaggregated by type of school and level of education.
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The questionnaire includes questions on different types of expenditure on education incurred by
households, providing important information on how much students are paying in fees and other
expenses in public and non-public schools. The existence and regularity of this data collection from the
GSO is a very positive element for the analysis of total expenditure on education in Viet Nam.

74. However the information from the VLHSS should be used with caution, since respondents may not
always recall exactly how much they have spent on different items. In addition, for some sub-categories
the sample sizes are very small and extracted data can only be rough estimations. Some of the questions
are also difficult to categorize in an overall expenditure framework such as an NEA, particularly the
category ‘other’ which includes lodging and transport but also residual expenditure. It represents
between 10% and 25% of total household education expenditure.

A proposed course of action

75. Although the situation regarding household expenditure is broadly positive, the understanding on
private expenditure on education could be still improved with the following actions

1. The MOET could suggest some small modifications to the GSO for the questions asked within
education expenditure section of the VLHSS so that data can be more easily used. For example,
expenditure on transport and lodging could be its own category, and an ‘other’ category should
be avoided. The questions should be clearly designed to include only what is considered as
education expenditure according to international standards, so that data can eventually
be compared to other countries. An example of how questions could be slightly modified is
presented as an annex to this report.

2. The MoET could organise a survey of expenditure in private institutions in collaboration with
GSO, in order to have additional source of data to compare with the VLHSS.

Data on external sources
The situation

76.The Vietnamese education system receives funding from international sources such as bilateral and
multilateral donors, international NGOs and so forth. Sometimes these sources fund schools directly,
while othertimesthey do so by supporting directly either the central or provincial government’s budgets.
However the current system of reporting and data consolidation about education expenditure makes it
very difficult to identify how much international sources are funding education in Viet Nam, and even to
what extent this support may or may not be included in the figures published by the MoF for education
expenditure. As for government expenditure, this partly arises from a decentralized system when the
funding often goes directly to provinces and become hard to track at national level.

A proposed course of action

77. A proposed revised data and information system on education financing in Viet Nam (as described
above) should include a separate classification of international sources where their contributions in
known to provinces of central government ministries. As for the rest, the NEA classification should
serve as the basis to separate, where possible, donor support by level of education, type of school, and
economic transaction.
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