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Introduction 
Funding [or financial support] of higher education in Africa has 
continued to be the sole responsibility of African governments with 
little backing from internally generated revenue and foreign assistance.  
The persistent dependence on government grant as the only source of 
funding higher education in Africa has constantly generated debates at 
local and international scenes.  Since early 1990s, there have been 
unrelenting arguments regarding diversification of the funding of public 
institutions of higher learning and introduction of incentives for their 
performance [World Bank, 1992].  In all these debates, efforts have 
been concentrated on ways to foster greater mobilization, better 
allocation and better utilization of resources than hitherto.  It has been 
argued that there should be greater mobilization of private financing 
for public higher education side-by-side the provision of income-based 
financial support to qualified students.  It has also been widely debated 
that governments should encourage efficiency in allocation and 
utilization of resources among and within public institutions of higher 
learning.  Since government funds are likely to remain a large, if not the 
major source of financing public higher education in Africa, the purpose 
of this paper is to highlight various ways by which public institutions of 
higher learning can foster greater mobilization as well as better 
allocation and utilization of resources.  Specifically, the paper sets out 
to (1) show why public institutions of higher learning in Africa need to 
diversify the funding through greater mobilization of private financial 
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support; (2) examine the level of mobilization of private support in 
higher education in Africa; (3) examine the fund allocation and 
utilization mechanisms or formulae whether negotiated, input-based, 
output-based or quality-based; (3) suggest ways forward for funding of 
higher education in Africa. Attempts will be made to address the 
following questions: 
 

1. Do public higher education finance systems provide adequate 
resources for all students to receive a high-quality education in 
African countries?  

2. Do public higher education finance systems seek to improve the 
education outcomes of students from disadvantaged 
backgrounds and reduce outcome gaps among students in 
Africa countries?  

3. Do public higher education finance systems promote the 
effective use of resources in a transparent and accountable 
manner in the institutions? 

 
Theory of Public Education Finance System 
Viewed from a structuralism perspective, a public education finance 
system has the following five key elements (Figure 1):  
1. Objectives of public finance.  Public education finance system is 

meant to provide financial support and other resources to 
institutions of learning so that all students can learn adequately and 
efficiently.  Supports [financial and non-financial] from various 
stakeholders help institutions of learning to meet minimum 
standards, attract quality students and teachers, provide adequate 
learning environment and make quality learning possible.  The 
attainment of learning objective is the central reason for creating 
such a system and it is the only justification for attaching so much 
importance to the issue of financial support for education.  If a 
public education finance system lacks clear objective(s), then it 
lacks any rational basis for appraising the system and improving its 
performance: 
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2. Inputs. These are the various resources and financial supports 
required to enable the process of funds mobilization, distribution, 
utilization and control to function and make its learning objective 
achievable. These include essential teaching inputs, instructional 
conditions, and other basic resources that constitute social, private 
and institutional costs of education [buildings, equipment, 
furniture, salary, subsidies, consumables, earning forgone, 
accommodation/living costs, books, uniform and transportation]  
whether they are expressed in physical [real resources] or in 
financial [monetary and price] terms. 

 
3. Internal processes [involving flow of funds].  To produce outputs 

and long-term benefits, an education finance system must be run in 
an appropriate way.  It must have a way of coordinating its various 
interrelated parts. It must also have some means of judging and 
controlling the quality of products and assessing the performance 
of the system.  The internal processes comprise appropriate 
mechanisms for funds mobilization, funds allocation, funds 
utilization and fiscal control. 

a. Funding sources [funds mobilization]. The composition and 
amount of revenue may differ across systems, but an 
appropriate balance among possible public, private, and 
international revenue sources is necessary, especially when 
the capacity to generate revenue varies among sub-
national or local divisions, which may create wide 
disparities in resources available for learning. 

b. Allocation mechanisms. Every education finance system 
has informal or formal rules sometimes known as financial 
regulations or, in a specific term known as sharing 
formulae, which determine the size of the budget, 
distribution of resources across levels of government and 
schools, and in some cases, the nature of spending among 
different inputs, such as capital and current needs. 

c. Targeted spending and utilization. Education spending 
represents the point at which monetary resources begin to 
promote learning outcomes. National, sub-national, and 
local governments; the private sector; and sometimes even 
international actors may spend money on public education. 
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Governments as well as other non-governmental spenders 
support the school with needed resources.  It is generally 
believed that spending on public education is not limited to 
public source only.  Private institutions and individuals can 
also contribute to public education. The universal thinking 
in public finance is that private contributions [including 
contributions from students and their households] to public 
education should not become an unbearable burden. To 
this end, differentiated funding is usually suggested so that 
students from various disadvantaged background will be 
subsidized to ensure that qualified and brilliant students 
are not screened out on the ground of financial inability or 
other disabilities.  Consequently, the education finance 
system is expected to ensure students with different 
educational needs are targeted and are made to receive 
different and commensurate levels of resources. The 
spenders, however, expect that recipients [institutions or 
individuals] of education money should spend the money 
received on quality learning. In essence, the theory of 
public education finance proposes that the way education 
money is differentiated and distributed among recipients 
from various backgrounds and the manner by which the 
money is finally utilized on the essentials are very 
important in achieving the learning objective and in 
bridging existing gaps in learning outcomes 

d. Fiscal supervision [monitoring and control]. Fiscal control 
mechanisms are crucial for tracking and understanding 
public education finance systems; they are used to plan, 
monitor, and execute a country’s education budget. If 
resources are not used for their intended purpose, it is 
unlikely that education services will be of adequate quality. 
To ensure that public money is spent as intended, the 
finance system provides some monitoring, tracking and 
evaluation mechanisms to keep the school on track 
regarding how it spends the money allocated or donated to 
it by various spenders.  The general belief is that the 
finance system should promote the effective use of 
resources in a transparent and accountable manner at the 
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institutional level. Recent viewpoint about how to ensure 
accountability in education expenditure supports the use of 
the voice of the general public represented by voters, the 
Civil Societies, Community-based Organizations, School-
based groups such as students and professional bodies. 
 

4. Outputs [this section is based on Vegas and Coffin, 2012].  As can 
be derived from Vegas and Coffin [2012], each education finance 
system and its actors at various stages in the financial process 
should strive at (i) ensuring adequacy; (ii) promoting equity; and (iii) 
performing efficiently. This three-prong financial policy is widely 
shared across countries and allows education finance systems to 
promote learning. The concepts of “financial adequacy” and 
“distributional equity” compel education systems to provide the 
minimum resources necessary for all students to learn, regardless 
of their backgrounds (Underwood 1995 cited in Vegas and Coffin, 
2012]. On the other hand, the concept of “managerial efficiency” in 
education finance involves a close look at how these resources are 
allocated, distributed, and monitored.  
i. Ensuring adequacy. Do education finance systems provide 

adequate resources for all students to receive a high-quality 
education? At a minimum, finance systems should put policies 
in place that ensure the provision of essential inputs to all 
students and then monitor access to these inputs. Ideally, these 
systems should provide inputs to all students at a minimally 
acceptable level. Although scholars like Hanushek [1986], cited 
in Vegas and Coffins [2012], have started questioning the 
“theory of adequacy” as to whether level of individual inputs 
contribute to student learning, some of its proponents have 
also demonstrated that some school inputs and, therefore, 
some educational investments, positively impact school 
outcomes, if used effectively (Pritchett and Filmer 1999; 
Glewwe and others 2011 as cited in Vegas and Coffin, 2012). 
This is particularly true in low-income settings like most African 
countries or where enrollment is not yet universal (Heyneman 
and Loxley 1983; Harbison and Hanushek 1992 as cited in Vegas 
and Coffin, 2012). The general assumption in public finance, of 
course in reality, is that equity demands that spenders should 
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not be stressed beyond their carrying capacity or ability to 
spend usually measured in terms of their average income.  
Consequently, the implication of the theory of adequacy is that 
governments must commit appropriate or adequate funding to 
education based on their ability to spend; and do so over time 
in a way that reflects increases in national wealth [Vegas and 
Coffin, 2012]. Thus, one major proposition of the theory of 
adequacy of public education finance is that the government 
should continuously provide its public institutions of learning 
with sufficient resources subject to its ability to spend on 
education and in proportion to the level of national income  

ii. Promoting equity.  Do education finance systems seek to 
improve the education outcomes of students from 
disadvantaged backgrounds and reduce outcome gaps among 
students? Equity in this sense means that students with diverse 
educational needs receive different and proportionate levels of 
resources. Socioeconomic background, ethnicity, gender, native 
language, and urban or rural residence are often the 
determinants of attainment or whether a student has difficulty 
in completing his or her education (Filmer 2008, cited in Vegas 
and Coffin, 2012). All these determinants of attainment and 
other special needs such as physical disabilities and learning 
difficulties require ‘targeted’, ‘distributed’ or ‘differentiated’ 
funding. As earlier said, the advocates [see Vegas and Coffin, 
2012] of equity theory suggest that students’ contributions to 
their schooling should not represent a burden, especially for 
the poorest households. They therefore, argue that private 
expenditures are only meant to supplement public funding for 
education especially in many developing countries, where 
governments may be unable to generate sufficient resources to 
provide quality education. They further argued that students’ 
contributions to their schooling become a burden when the 
required household payments represent a substantial portion 
of their earnings.  This is a likely situation in most African 
countries with high prevalence of low-income households. The 
ultimate result is discouragement of children, especially girls, 
from low-income households from enrolment in schools 
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(Kattan 2006; Oosterbeek and Patrinos 2009, cited in Vegas and 
Coffin, 2012).   

iii. Performing efficiently.  Do education finance systems promote 
the effective use of resources in a transparent and accountable 
manner? Governance policies or allocation mechanisms related 
to the transfer of education resources substantially influence 
the quality of service delivery at the institutional level (Fiszbein, 
Ringold, and Rogers 2011, cited in Vegas and Coffin, 2012). In a 
similar vein, governance criteria for transferring funds to 
institutions of learning equally determines the degree of 
leakages in public expenditure on educational services and 
therefore, gaps between actual education expenditures and 
planned budgets; and consequently, lowering the level of policy 
achievement and consequently, distorting the extent of public 
accountability in education which involves (a) provision of 
necessary resources, (b) information collection about how 
these resources have been utilized at the institutional level, 
that is education services made possible with these resources, 
and (c) enforcement of quality standards or financial 
regulations and thus (d) the extent to which available resources 
are converted into learning opportunities. It has now become a 
tenet in the theory of efficiency in public education finance that 
reported expenditures on education do not guarantee the 
reliable execution of education policy [Vegas and Coffin, 2012].   

This new theoretical realization has led the World Bank 
and other donors to make new empirical efforts to track 
expenditures against the quality of service delivery at the 
school level using tools like Public Expenditure Tracking Surveys 
(PETS) and Quantitative Service Delivery Surveys (QSDS). The 
results of most of these surveys have actually confirmed the 
proposition. Studies [especially PETS conducted by World 
Bank’s staff and other donors in Kenya, Zambia and Ghana; and 
Babalola and others in Nigeria] have affirmed that diverse 
actors and stakeholders with different perspectives and 
motivations manage the flow of resources in an education 
finance system.  What remains uncertain is whether these 
diverse stakeholders hold one another accountable in 
education particularly in countries, such as in Africa, where 
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non-governmental voices of civil societies, communities, 
households and students appear insignificant in shaping public 
education decisions and policies. As rightly pointed out by 
Vegas and Coffin [2012], the policy goals of ensuring adequacy, 
promoting equity, and performing efficiently should guide 
these actors so that the funding process provides resources to 
schools effectively and meets public finance objectives. 

 
5. Benefits.  The ultimate purpose of a public education finance 

system is not simply to produce immediate outputs in terms of 
adequacy of funds as well as equity and efficiency in the 
generation, allocation, use and control of funds, but to generate 
longer-term benefits resulting from these immediate outputs.  
These benefits are in different forms both qualitative and 
quantitative learning outcomes. Recently, many countries have 
begun to realign their education finance systems to respond to a 
new emphasis on educational quality.  

 
Public Inputs to Higher Education in Africa [1960-2002] 
African governments provide supports to their institutions of higher 
learning so that these institutions may train manpower to drive various 
sectors of their economies; and also develop researchers who will 
create new knowledge or capture existing knowledge and then 
communicate these scientific knowledge to students through teaching 
and to the society through practical social engagement with their 
communities.  The society becomes happy when institutions of higher 
learning spend available public money to preserve culture, promote 
qualitative learning, and propagate scientific knowledge for 
transformation of the society.   It is for these reasons that some African 
countries have continued to finance improvement in quality while 
simultaneously expanding access to their institutions of higher learning.  

Following independence in most African countries, African 
governments became ideologically committed to the development of 
higher education in the continent.  This ideological commitment is 
demonstrated in several ways.  Firstly, it cumulated in several meetings 
organized by African leaders to tackle educational challenges through 
regional policies. Secondly, it resulted in linear expansion of higher 
education in terms of student enrolment, staff increase and increases in 
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other instructional inputs to higher education.  Thirdly, it led to 
increases in the percentages of national income and total budgets 
committed to education, especially higher education in Africa.  With the 
persistent economic downturn in most African countries, the initial 
commitment of African leaders to higher education has become so hard 
to sustain in most countries of Africa necessitating innovative ways of 
funding higher education. Each of these trends will be discussed one by 
one in the next few pages. 
 
Commitment to Spend on Higher Education Research, Science and 
Technology  
In 1961, the Conference of African States on the development of 
Education in Africa came up with two plans for educational expansion: 
a short-term one lasting between 1961 and 1965 and a long-term plan 
spanning the whole of the first plan till 1980. The targets set in these 
educational plans were widely adopted by individual nations.  
Consequently, African experienced the highest enrolment growth rate 
in higher education in the world.  The enrolment growth rates were 
11.6% between 1975 and 1980; and 7.1% between 1980 and 1991 
[Shabani, 1994:3].   

In 1980, some African leaders also met in Lagos and drew the 
Lagos Plan of Action and resolved that countries in Africa should 
allocate at least 1 per cent of GDP to R&D to spur the continent’s 
development.   However, it is observed that following the meeting, 
many of the countries in Africa actually devoted lower than 1 per cent 
of GDP to R&D [Mutume, 2007]. In 2003, a World Summit on 
Sustainable Development held in Johannesburg in which it was agreed 
that science and technology is imperative for development of Africa.  In 
2005, the African Union and the New Partnership for Africa’s 
Development [NEPAD] formulated an overall blueprint for economic 
and political advancement of the continent.  The Africa’s Science and 
Technology Consolidated Plan of Action was, launched to develop an 
African system of research and technological innovation and thus, 
support NEPAD’s programmes in the areas of agriculture, environment, 
infrastructure, industry and education.  The plan envisaged an inclusive 
science and technology sector that will harvest knowledge and ideas 
from custodians of indigenous knowledge, students, academic 
researchers and representatives of industries and governments. The 
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activities include specific-purpose research projects in 12 clusters 
comprising conservation and sustainability using biodiversity, 
development of biotechnology, storage and usage of indigenous 
knowledge, building sustainable water and energy resources, alleviation 
of draught and desertification,  building of engineering capacity for 
manufacturing and adoption of new information technologies.   As 
observed by Mutume [2007], the leaders failed to reach a consensus on 
how to finance the plan estimated to cost US$158 million over five 
years. 

In 2007, African leaders in another summit of political body, the 
African Union and heads of states, urged all member countries to 
allocate at least, 1 per cent of their gross domestic product to research 
and development by 2020 and pledged to revitalize African universities.  
They also declared 2007 the year of science and technology, and agreed 
to a series of initiatives including the establishment of a pan-African 
Intellectual property organization to help protect indigenous 
innovations.  Other initiatives agreed upon include starting a 20-year 
strategy to promote cooperation among states on research in 
biotechnology to be administered by various regional organizations in 
the continent.   

Despite the documented efforts of African leaders and 
governments to transform their economies through a corresponding 
transformation in their higher education systems, the efforts have not 
yielded much visible result. Most of countries in Africa are yet to 
transform their political pledges to feasible programmes for science-
and knowledge-led development.  Sub-Saharan Africa contributes 
about 2.3 per cent of world GDP but is responsible for only 0.4 per cent 
of global expenditure in research and development.  With 13.4 per cent 
of the world’s population, the continent houses only 1.1 of the world’s 
scientific researchers.   
 
Commitment to Make Higher Education Serve More People 
Table 1 reveals that out of the 20 African countries where data were 
available, only Madagascar experienced a marginal decrease in 
enrolment of 0.9% between 1990 and 2002.  Furthermore, except in 
Namibia [GER=7], Mauritius [GER=11%] and South Africa [GER=15], 
most African countries were only able to enroll between 1 per cent and 
5 per cent of the population in tertiary educational institutions by 2001. 
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Table 1: 
Tertiary enrolment increase between 1990 and 2002 

 
COUNTRY 

EDUCATION  ENROLMENT RATIO 
OF 
B/A 

 
GER 
2001 

1990/91 [A] 2001/02 [B] 

Botswana 5364 8372 1.56 4 

Burkina Faso 5425 15535 2.86 1 

Burundi 3592 10546 2.94 2 

Cameroon 33177 77707 2.34 5 

Congo 10671 12164 1.14 4 

Eritrea 3137 5507 1.76 2 

Ethiopia 34076 101829 2.99 2 

Kenya 35421 98607 2.78 3 

Lesotho 2029 5005 2.47 3 

Madagascar 35824 32593 0.91 2 

Mali 6703 27464 4.10 2 

Mauritius 3485 12602 3.62 11 

Namibia 4157 13339 3.21 7 

Niger 4506 13854 3.07 1 

Sierra Leone 4742 9041 1.91 2 

S. Africa 439007 658588 1.50 15 

Swaziland 3198 5193 1.62 5 

Uganda 17578 71544 4.07 3 

U. R of Tanzania 5254 26505 5.04 1 

Zimbabwe 49361 59582 1.21 4 

Source: Lopez-Segrera, Sanya and Tres [2006] 
 
Commitment to Increase Share of Education in National Income  
The remarkable increase in the provision of higher education in Africa 
during the first two decades following independence in most African 
countries led to corresponding increase in the level of willingness of 
African governments to spend on higher education.  Between 1975 and 
1989, for instance, 13 out of 18 countries enjoyed an increasing trend in 
the percentage of the Gross National Product [GNP] devoted to 
education.  Generally, the total educational expenditure as percentage 
of GNP increased from 4.2 in 1975 through 4.4 in 1980 and to 5.0 in 
1989 [UNESCO Statistical Year Book, 1991].  By 1990, out of 5.7% of the 
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GNP contributed to education in Africa, 0.7% [representing 12.28 % of 
the education share] went to higher education that only accounted for 
1.4% of school age population in the continent at that time [Shabani, 
1994:6] 

Up till 2002, Africa countries have endeavoured to maintain 
their commitment to higher education in terms of the percentage of 
GNP devoted to education. The percentage of national income devoted 
to education varied from 1.5 per cent in Madagascar and Uganda to 
10.4 per cent in Zimbabwe in 1990/91.  By 2001/02, it varied from 1.9 
per cent in Central African Republic to 8.4 per cent in Lesotho.  In spite 
of the financial crisis that faced the continent during this period, 16 out 
of 43 African countries were able to maintain the post-independence 
tempo by increasing the percentage of the GNP devoted to education.  
The percentage of GNP devoted to education however, decreased in 7 
African countries, namely: Botswana [from 6.9 to 2.3], Congo [5.9 to 
4.6], Niger [3.1 to 2.4],South Africa [6.5 to 5.6], Swaziland [5.9 to 5.2], 
Tanzania [3.4 to 2.2], and Zimbabwe where the percentage of GNP 
devoted to education reduced from 10.4 to 4.9 [Table 2]. 
 
Table 2:  
Expenditure on Education as Percentages of GNP and Total Public 
Expenditure by Countries in Africa between 1990/91 and 2001/02 
 

COUNTRY Expenditure on 
Education as 
Percentage of GNP  

Education 
Expenditure as % of 
Total Public 
Expenditure 

 1990/91 2001/02 1990/91 2001/22 

Botswana 6.9 2.3 17.0 25.6 

Burundi 3.5 3.9 16.7 21.8 

Cameroon 3.5 3.9 19.9 14.5 

Congo 5.9 4.6 14.4 12.6 

Eritrea 1.8 3.8 Na Na 

Ethiopia 3.4 4.6 9.4 13.8 

Kenya 7.1 7.3 17.0 22.6 

Lesotho 3.6 8.4 12.2 18.4 

Madagascar 1.5 2.9 Na Na 

Mauritius Na Na 11.8 12.1 
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Namibia 7.4 7.5 27.2 21.0 

Niger 3.1 2.4 Na Na 

Sierra Leone 0.9 3.8 Na Na 

S. Africa 6.5 5.6 21.6 18.5 

Swaziland 5.9 5.2 Na Na 

Uganda 1.5 2.5 Na Na 

U. R of Tanzania 3.4 2.2 Na Na 

Zimbabwe 10.4 4.9 Na Na 

Source: Lopez-Segrera, Sanya and Tres [2006] 
 
Commitment to Increase Share of Education in Total Budget  
As pointed out under the theory of equity of public education finance, 
the concept of adequacy of public education finance implies that the 
government should continuously provide its public institutions of 
learning with sufficient resources in proportion to the level of national 
income [a measure of the ability to spend on education] but subject to 
the share of education in the total budget [a measure of readiness to 
spend on education].  According to Shabani [1994:6], at least, 15 sub-
Saharan African countries put 20% of the education budget for running 
of higher education during the period. By 1988, countries such as Sierra 
Leone [34.8%] and Nigeria [25.0%] had already allocated greater than 
20 per cent of their education budgets to higher education [Babalola, 
Okunola, Adeyemi and Ibekwe, 1996].  In 1990/91, the share of public 
expenditure on education in the total government expenditure varied 
from 9.4 in Ethiopia to 27.2 in Namibia.  In 2001/02, the share varied 
from 12.6 in Congo to 25.6 in Botswana. Out of 10 countries where data 
were available, the share increased in six countries, namely Botswana 
[from 17.0 to 25.6], Burundi [from 16.7 to 21.8], Ethiopia [from 9.4 to 
13.8], Kenya [from 17.0 to 22.6], Lesotho [from 12.2 to 18.5], and 
Mauritius [from 11.8 to 12.1].  

From all indications, African educational budgets have either 
reached or almost reached their upper limits. In the early 1990s, seven 
African countries Togo, Kenya, Uganda, Ghana, Niger and Chad 
[Babalola, 1994] as well as Namibia [Table 2] were able to allocate 
above 22% of their total budget to education.  However, by 2002 only 
Botswana [25.6] and Kenya [22.6] were able to devote over 22 per cent 
of their total budgets to education. 
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Impending Fiscal Crises in African Higher Education  
By comparing data from Africa, North America, the Arab States, Asia 
and the Pacific, Europe and Latin America, Lopez-Segrera, Sanyal and 
Tres [2006] found that higher education in Africa has faced the most 
severe financial crisis among all the regions of the world between 1990 
and 2001.  This financial crisis is looming at a time when the pursuit of 
quantitative expansion in higher education is likely to amplify.  The 
reasons for arriving at this conclusion are very clear.  Firstly, in spite of 
the tremendous increase in higher education enrolment in Africa as 
earlier discussed in this paper, only 5 per cent of qualified candidates 
were enrolled in the continent’s universities compared with 70 per cent 
in the advanced countries as at 2010 [Table 3].   
 

Table 3: 
Cost and Financing of Higher Education in Sub Saharan Africa and High 
Income Countries 
 

Indicators Sub-Saharan 
Africa 

Advanced 
Countries 

Total university students enrolment  5% 70% 

Annual cost as % of per capita income 170% 20% US 

No of countries without significant loan 
scheme 

46 Nil 

Annual total public loans to students - $68b 
Annually 

Dropout rates of university students annually 50% 45% 

Annual cost of brain drain to sub Sahara Africa   $1.5b - 

Educational cost of Migration from Africa to 
US  

$700m - 

Average US education aids to Sub Sahara 
Africa 

$600m - 

Cost of internet access per month for band 
width  

$13,000.00  $120.00-
US 

Annual subscription for science & tech journals  highly 
negligible 

$4 million  

Source: Higher Education in Sub Sahara Africa retrieved from 
http://www.specifics.htm on 23 August, 2010  
 
Secondly, the average public cost of maintaining the few students in 
institutions of higher learning in Africa was 170 per cent of the 

http://www.specifics.htm/
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continent’s per capita income compared with 20 per cent of the per 
capita income that the government expended on 70 per cent of 
university age population in the United States of America. Thirdly, 
universities in Sub-Saharan Africa recorded more wastage in terms of 
dropout rate [50 %] than in the advanced countries [45%]. Fourthly, 
with respect to losses of scholars, Sub-Saharan Africa lost $700 million 
in return for $600 million as education aids from USA indicating a net 
loss of $100million to Sub-Saharan Africa. Fifthly, with the increasing 
integration of the Internet into most of the universities in Africa, the 
cost of education is bound to increase owing to the relatively exorbitant 
cost of Internet access in the continent. For instance, the cost of 
Internet access per month which was only $120 in the US was $13, 000 
in Sub-Saharan Africa [more than 100 times costly in Africa].  

Predictably, as it becomes obvious that the economic growth in 
Africa might not be able to fund access, equity and quality in higher 
education, there might be the consequential further neglect of 
buildings, teaching and laboratory equipment, furniture and other 
supplies.   The persistent absence of practical engagement between the 
higher education [with seemingly increasing science and technology] 
and the society [that has remained apparently undeveloped] might 
create a greater source of concern for top decision makers in Africa.  If 
there is going to be transformation in African Higher Education, the 
situation described above must be altered.  
 
Improving the Funding Processes in Higher Education in Africa 
In view of the crisis situation described above and to stabilize yearly 
budget fluctuations that usually result from incessant economic 
instabilities, efforts should be directed to issues of untapped streams of 
income as well as those connected with improvements in funds 
allocation and utilization mechanisms. To address these issues, this 
section will be discussed under the following sub-headings: 

1. Funds mobilization [Funds diversification by sources] 
2. Allocation mechanisms [Funds allocation criteria] 
3. Targeting of spending  [Funds distribution and utilization 

criteria] 
4. Expenditure supervision [Funds monitoring, accountability and 

control] 
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Funds Mobilization through Proven Non-government Sources 
As expected, being a semi public good, public institutions of higher 
learning in African depended mainly on public support for their 
activities.  This dependence on public source of funding has resulted in 
financial threats as well as opportunities to expand the financial base. 
Having reviewed samples of public higher education institutions with 
track records of ability to generate more than 30 per cent of their 
recurrent expenditures from private sources, the World Bank [1994:44] 
once suggested that public higher education institutions should aspire 
at covering, at least, 30 per cent of their total recurrent expenditure 
required from government through non-government sources. Several 
ways can be used to mobilize greater private financing to public higher 
education system in Africa.  These include cost-sharing with students in 
form of tuition fees and elimination of subsidies for non-instructional 
costs such as housing and meals, raising funds from alumni and external 
sources, and engaging in income-generating activities otherwise known 
as internally generated revenues [IGR].  Table 4 summarizes the five 
main types of institution of higher education ranging from purely public 
to purely private for profit.  The main focus of this paper is the 
privatized public higher education, which is characterized by cost-
sharing, cost recovery and subsidy removal as well as reinvestment and 
reimbursement schemes. 
 
Table 4  
Types of Public and Private Higher Education Institutions 
 

PUBLIC PRIVATE 

 
Pure 

 
Privatized 

 
Grant-aided 

Self-
financed 
 [not for 
profit] 

Self-
financed 
 [for profit] 

Teaching 
and 
research 
solely 
financed by 
Students 
are 
subsidized 

Budget constraints 
led to drastic cut 
in unit cost from 
$6300 in 1980 to 
$124 in 1995, 
subsidy 
withdrawal, IGR, 
cost-sharing, 

Depends on 
grants-in-aid, 
controlled 
fees, 
donations 
and 
foundations 
contributions 

Remains 
independent 
for 
autonomy. 
Depends on 
tuition fees 
and 
donations 

These are 
companies 
quoted on 
the stock 
market 
to invest in 
the 
intellectual 
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to address 
inadequate 
manpower 
supply and 
inequity in 
provision by 
government 

request for 
accountability, 
diversification, 
commercialization, 
commoditization 
and 
reimbursement 

 from foreign 
partners, 
foundation 
and 
friends.  
Examples 
include 
Solusi  & 
Anna Malai 
[Zimbabwe] 
Daystar 
[Kenya 

stock by 
paying 
students 
costs and 
mentoring 
them for 
work and 
life 
allowing 
them to 
pay later 

Source: Babalola [2011] 
 
Cost-sharing and subsidy removal 
With respect to cost-sharing and elimination of subsidies, many 
developing countries have moved in this direction for two main 
reasons.  Firstly, the pattern of subsidies in higher education has 
stimulated excess demand for higher education thus making the 
number of candidates seeking admission to institutions of higher 
learning to be far above what governments can afford to supply. As at 
1982, allowances paid to higher education students represented, at 
least, 40 per cent of their entire living expenses in five out seven 
countries in Africa [Table 5].  Secondly, fiscal constraints on expansion 
of higher education, as public spending on education reaches its upper 
limit, have also forced most countries in Africa to move in the direction 
of cost-sharing with students in spite of the fact that governments are 
willing to expand higher education in response to popular demand. 
 
Table 5: 
Annual University Allowances in Selected African Countries, 1982 
 

Country Allowance per 
student [US dollars] 

Allowance as percentage of 
students’ living expenses 

Benin 836 48 

Burkina Faso 1, 408 54 

Cameroon 1, 316 44 

Cote d’Ivore 2, 128 55 

Kenya 659 28 
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Niger 1, 567 65 

Senegal 557 39 

Source: World Bank [1986] 
 
At the conceptual stage in the early 1980s, so many issues made the 
adoption of cost-sharing in higher education a complex one in Africa 
where many people could not afford to educate their children even 
when there was no cost-sharing with students.  There was the fear that 
cost-recovery might therefore, have negative impact on enrolment 
especially, with reference to female and poor candidates.  Lastly, many 
people were concerned with how government would spend the money 
recovered from subsidy removal or reduction. 

These concerns led to many empirical studies on (a) the effects 
of cost recovery [especially on equity in spending, attendance and 
attainment in higher education] and (b) possible ways for reinvesting 
the funds recovered from subsidies and/or generated from user 
charges. A review of literature by the World Bank [Lewin, 1997] reports 
that cost recovery like fee-based private education has small negative 
impact on equity in school spending.  One of the pioneering work by 
Tan and others [1984] shows that user fees will have small effect on 
attendance but larger effect on enrolment from low-income families 
[Lewin, 1997].  Mingat and Tan [1988] further reveals that increase in 
user charges is likely to force some students to drop out [thus, reducing 
attainment] and that those forced out would be replaced by those who 
could afford the higher fees.  Jimenez [1987] further indicates that as 
long as the extra funds generated from user charges were used to 
expand higher education, the higher the user fees as percentage of unit 
public cost, the greater the impact of increase in fees on enrolment. In 
Nigeria, where user fees as percentage of public unit cost was 12.4 in 
1980, Jimenez calculated that cost recovery could result in 1.4 per cent 
increase in enrolment when the cost-elasticity was -0.5 [meaning that 
unit cost will decline by 0.5 for every 1 per cent increase in enrolment]. 
Whereas, given the same condition of reallocation as in Nigeria, in 
Burundi where the user fees as percentage of unit public cost was 14.8, 
the percentage increase in enrolment was calculated to be 1.7 [if cost 
elasticity equals -0.5].   

In response to the scientific evidence on the effects of cost 
recovery and cost-sharing in higher education, World Bank [1986]; 
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Jimenez [1987]; and Mingat and Tan [1988] proposed what Babalola 
*1994:12+ called the “Recovery-Reallocation Strategy *RRS+”.  The 
strategy involves the following three elements [Figure 2]: 
 
 

 
 
 
a. Recovering public costs of higher education.   
b.  
c.  

 
In countries where students receive tuition-free higher 

education and allowances for living expenses, fees can be introduced 
[reintroduced if it has been introduced once but now cancelled or 
increased if the existing fee regime is less than adequate].  It is 
important to remember that the amount recovered should be 
measured as percentage of unit public cost of higher education or as 
percentage of public recurrent expenditure in higher education.  Unlike 
in Latin American countries and especially, Asian regions where on the 
average, more than 10 per cent of public recurrent expenditure on 
higher education is generated from tuition fees, “Sub-Saharan Africa, 
North Africa, … have little or no tradition of cost recovery in public 
higher education” *World Bank, 1994:41+.  Nevertheless, tuitions and 

Figure 2:  
A three-pronged funds-mobilization strategy 
for higher education 
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fees have now been introduced virtually in all countries in Africa.  
Uganda seems to be leading other African countries in cost-sharing 
activities.  According to Teferra [2006:159], in Makerere University, 
Uganda, the revenues raised from private sources not only accounted 
for more than half of the university’s total revenue but exceeded 
government’s funding by 1999. Contrary to what operates in Uganda, in 
Lesotho, Nigeria and Kenya, fees still account for a negligible portion of 
university’s income.  Nonetheless, in Lesotho, student fees contributed 
a significant percentage to the little that the University of Lesotho 
generated internally.  

Furthermore, the Institute of Science, Technology and 
Management, Rwanda generated 35 % of its own revenue from cost-
sharing activities.  One possible reason for the low fee-paying culture in 
public higher education in Africa might be because of the failure of the 
student-financing systems since scholarship, loans and work-study 
schemes could have enhanced the ability of students, especially from 
low-income background, to pay tuitions and fees.   

Nevertheless, as long as the social demand for higher education 
is in excess of the absorptive capacity [or supply] of public institutions 
of higher learning, moderate increases in the cost of higher education 
would not affect enrolment adversely.  Thus, the higher the proportion 
of cost recovered to the unit cost, the greater the potential economies 
of scale that can be derived through reinvestment but the greater the 
possibilities of screening out and dropping out by children from low-
income background.   

According to the World Bank [1986], the possibility that some 
poor students might be forced to terminate their schooling or be 
discouraged from participating in higher education could be mitigated 
by providing scholarships selectively to those students.  Under this 
arrangement, the potential expansion in the supply of places would be 
smaller since the scholarships would require funds that could otherwise 
be used to increase the availability of places in higher institutions of 
learning.  A student loan scheme could also be developed so that 
students who are not eligible for scholarship could still finance their 
studies. Loan-financed system of higher education can be very 
beneficial if such loan can be guaranteed.   

Although the culture of using loans to finance higher education 
is not popular in Africa, there are only a few countries where higher 
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education loans have been introduced [but ended in failure in most of 
these few cases] in the continent [Teferra, 2006:159].  Such countries 
include South Africa [perhaps the only successful case], Kenya [with 
troubled history], Ethiopia [still entertaining the idea], Cote d Ivoire 
[introduced 1996] and Ghana. The failure of the loan schemes in Africa 
could be attributed to the poor functioning of the capital or financial 
markets in many of these countries, meaning that students cannot 
secure bank loans at reasonable rates and conditionality [collaterals] to 
finance their schooling.  This leaves the granting of student’s assistance 
in the hands of governments alone in Africa.  Even then, American long 
experience shows that the debt burden carried by students who 
secured loans for higher education could be too heavy. This should 
serve as a warning to African countries that want loan scheme.  It has 
been told that the average debt owed by each American graduate who 
secured loan to finance public higher education is about US $24,000.  
d. Reallocating or reinvesting the fiscal savings.  There are several 

ways of using the extra revenue recovered through user charges 
and/or cost recovery from allowances to students.  According to 
Mingat and Tan [1988], one way is to invest the extra revenue in 
higher education from which the funds are generated [if 
necessary].  This could be to increase the number of places or to 
fund quality improvement activities in higher education.  Another is 
to invest the extra revenue in other areas of education or in other 
sectors.  It is difficult to suggest how government should allocate 
the extra revenue without a thoughtful consideration for spending 
priorities.  However, one is tempted to suggest any revenue 
recovered from higher education should be reinvested in providing 
more access to quality higher education from where the funds have 
been recovered. 

e. Reimbursing needy students. Although little is known on the 
capacity of students to pay in purely public higher education 
systems or where tuition fees are set at token levels, evidence 
[World Bank. 1994: 45] from Brazil and the Philippines where there 
are large networks of private higher education reveals that middle-
class families are able to pay the full cost of higher education at 
private institutions. Based on these information and particularly, on 
the pattern of income level and distribution in some Latin American 
countries, the World Bank has once suggested an indicative cost-
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recovery target of 25 to 30 per cent of the unit cost of public higher 
education.  As earlier discussed in this paper, various studies have, 
at the same time, shown that poorer households, or those with 
more than one family member enrolled in higher education, may 
not be able to afford university fees.  It thus implies that cost-
sharing cannot be implemented successfully without a functioning 
system [scholarship or loan] of reimbursing the needy students who 
are academically qualified but might not be able to afford the direct 
[tuitions and expenses on accommodation, books and 
transportation] and indirect cost [or earnings foregone] of higher 
education.  As far as reimbursing needy students is concerned the 
major concerns are those of loan repayment and default.  Attempts 
to find solutions to these issues have led to different types of 
student-financing schemes such as fixed repayment loan schemes, 
income-contingent loans and grants and work-study schemes.   

Loan schemes usually cover tuition fees but often exclude 
earnings foregone that are very important for low-income families 
to enroll and keep their children enrolled in higher education.  To 
cover the living expenses and earnings foregone, some institutions 
usually organize work-study programmes to help needy students.  
Irrespective of the type of scheme being employed, there are 
general principles for the design of student financial assistance 
programmes [World Bank, 1994].  
 

The first principle that should guide reimbursements to needy 
students is in connection with whether grants or loans should be 
given to needy students.  Government grants or gifts are more 
suitable than loans in a system where most of the recipients are 
from low-income population whereas; government-guaranteed 
loans are more suitable than grants in a situation where many of 
the recipients are from high-income households.  This latter case is 
common in Africa where the culture of private higher education is 
still at the infancy.  In Africa, children of low-income, middle-
income and high-income families compete for public higher 
education spaces and in most cases, the children of the well-to-do 
families, who have the power to influence admission eventually 
occupy many of the available spaces in public higher institution.  
Thus, elite group is eventually heavily represented in the list of 
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grant recipients.  This further strengthens the argument against 
equitable distribution of funds in higher education.  

The second principle relates to the mode of implementation of 
such scheme whether directly to students or indirectly through 
their institutions. Direct approach that allows the student to 
directly collect his or her financial assistance and utilize it in an 
institution of his or her choice has been adjudged as more efficient 
than the indirect approach since institutions are compelled to 
compete for needy students who have secured financial assistance 
to receive higher education. The purchasing power of the poor 
becomes enhanced as a result of the direct reimbursement.  This 
also offers the incentives to make institutions of higher education 
to be demand-driven and market-oriented, especially, to provide 
courses in line with student’s demand.  In this way, governments 
can use market forces to stimulate increases in the quality of higher 
education. 

 
Endowments and donations from internal and external donors 
Mobilization of philanthropic donations and endowments from alumni, 
private industries  and external donors can take many forms, including 
funding for the construction of new facilities, the endowment of 
professional chairs, donations of scientific equipment, books and art, or 
provision of scholarships for needy students.  According to World Bank 
[1994:43], endowments and donations are often in response to tax 
regimes that encourage such philanthropy and it for this reason that 
countries like Chile give private companies a tax exception on 50 per 
cent of their donations to universities.  India has the reputation for 
being one of the developing countries with the most generous tax 
concessions on philanthropic contributions to universities.  
Consequently, India was able to attract 0.6 per cent of total university 
expenditure from donations, particularly in the endowment of 
professorial chairs [World Bank, 1994:43].  One useful endowment is 
the establishment of trust funds with initial support from the external 
aid and lending community.  The World Bank [1994] gave an example 
the University of the South Pacific.   The university built up an 
investment fund with an initial support from a Japanese grant. As a 
result of this fund, the university was able to extend the life of that 
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department beyond the expiration of the Japanese grant [World Bank, 
1994:50].  

The culture of endowment to support flagship institutions and 
programmes is gradually picking up in Africa, especially in South Africa. 
As reported in Teferra [2006], the University of Cape Town [UCT] in 
South Africa was able to generate US $ 10 million [107 million Rands] 
from donations through the assistance of their overseas partners in 
United States [UCT Fund] and United Kingdom [UTC Trust].  These funds 
were used to raise endowments for four chairs in Humanities, Plant 
Biology, Conservation Biology and Exercise and Sports Science. He 
further reported the case of Nippon and Tokyo Foundations as being 
instrumental to the growth of endowments in African universities by 
committing US $ 1 million in endowment grants for each of The 
American University in Cairo [Egypt], the University of Nairobi [Kenya], 
and the University of Western Cape [South Africa] 
 
External donations for higher education and research 
External donation requires a special mention in this section because its 
impact on research and development in Africa has been profound.  It 
has been estimated that between 70 and 90 per cent of the total 
research funding for Sub-Saharan Africa is generated externally 
[Teferra, 2006:156].  External donations in form of direct, indirect, tied 
and concessions are gradually becoming popular in universities in 
Africa.  Direct donations include grants, equipment, land, buildings, 
scholarships and student loans.  On the other hand, indirect donations 
include credit card, percentage sales income and percentage of stock 
exchange trade.  Tied donations involve access to patents and share of 
development profits while concessions comprise products sold on using 
name of the institution.  Endowment is a special donation that will be 
discussed separately in this paper. 

Higher education institutions benefit to a great extent from 
international partnership [Table 10]. Table 6 highlights different 
categories of international organizations that can finance higher 
education in Africa. 
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Table 6: 
International Organizations Related to Higher Education Financing 
 

Type of 
agency and 
activities 

International partners in higher education 

Banks  World Bank 

 Inter American Development Bank 

 Asian Development Bank 

 African Development Bank 

UNESCO 
System 

 UNESCO Institute for Education [UIE] 

 International Institute for Educational Planning 
[IIEP] 

 International Bureau of Education [IBE] 

 Institute for Information Technologies in Education 
[IITE] 

 International Centre for Technical and Vocational 
Education and Training [UNEVOC] 

 UNESCO Institute for Statistics [UIS] 

 International Institute for Capacity Building in Africa 
[IICBA] 

 European Centre for Higher Education [CEPES] 

 International Institute for Higher Education in Latin 
American and the Caribbean [IESALC] 

Bilateral 
development 
Aid 

 US Agency for International Development [USAID] 

 Canadian International Cooperation Agency [CIDA] 

 Japan International Cooperation Agency [JICA] 

 Department For International Development-UK 
[DFID] 

 German Foundation for International Development 
[DSE] 

 Swedish International Development Cooperation 
Agency [SIDA] 

 Netherlands Development Assistance Research 
Council [RAWOO]  

Consultation   Organization for Economic Cooperation and 
Development [OECD] 
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Foundations 
 

 Ford Foundation 

 Kellogg Foundation  

 Rockefeller Foundation 

 Nippon Foundation 

 MacArthur Foundation 

 Carnegie Foundation 

 Fulbright Foundation 

University 
associations 

 International Association of Universities [IAU] 

 Latin American Union of Universities [UDUAL] 

 Association of Universities of Asia and Pacific 
[ASAIHL] 

 Association of Arab Universities  

 Association of Commonwealth Universities [ACU] 

 Association of African Universities [AAU] 

Networks  European Network for Quality Assurance in Higher 
Education [ENQA] 

 Asia Pacific Higher Education Research Network 
[APHERN] 

 Universia.net 

 Compostela Group of Universities 

International 
cooperation 
in higher 
education 

 Norwegian Centre for International Cooperation in 
Higher Education [SIU] 

 Netherlands Organization for International 
Cooperation in Higher Education [NUFFIC] 

 Consortium for North-America Higher Education 
Collaboration [CONAHEC] 

Associations/ 
human rights 

 Amnesty International 

 Network for Education and Academic Rights [NEAR] 

Source: Maldonado [2006:44] 
 
Although several international organizations have interest in higher 
education and research, only a few are actually actively involved in 
funding higher education in Africa.  Teferra [2006] particularly 
summarized the survey conducted by the Association of 
Commonwealth Universities [ACU] to explore external support for 
universities in its jurisdiction and concluded that 6 out of 71 
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international funding organizations were most actively involved in 
funding higher education in Africa [Table 7]. 
 
Table 7 
International Funding Organizations Most Active in Higher Education 
Africa 
 

Organizations with more than 10 projects Projects 

Norwegian Council for Higher Education’s Program for 
Development Research and Education [NUFU] 

 
42 

The Ford Foundation 38 

The World Bank/IBRD 28 

Canadian International Development Agency, CIDA 23 

The Commonwealth of Learning 16 

Carnegie Corporation of New York 14 

Total 161 

Source: Extracted from Teferra [2006] 
 
Income-generating activities 
The third strategy for diversifying the financial base of public higher 
education is the pursuit of income-generating activities such as short 
vocational courses, contract research for industry, and consultancy 
services. As spelt out by the World Bank [2002], productive activities 
usually take the form of [1] services such as consulting, research, 
laboratory tests, patent royalties, enterprises [including television, 
hotel, retirement homes, shopping malls/center, and parking], financial 
products such as endowment funds, shares and bank profits [2] 
production of goods such as agricultural produce and industrial 
products; [3] rental of facilities such as lands, classrooms, dormitories, 
laboratories, concert halls, and mortuary space; and [4] sales of assets 
such as land and residential housing.   

As a way of solving their financial problems, universities in 
Africa have resulted to engagement in revenue-generating activities 
such as business activities and leasing premises. Universities now 
encourage contract research, university-industry partnership, as well as 
establishing limited companies. Nonetheless, government policies can 
either mare or make university’s zeal to mobilize incremental resources 
from outside sources.  Firstly, policies might serve as disincentive if the 
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government decides to reduce her budget allocations to public 
institutions to offset supplemental resources.  Secondly, policies can 
serve as an incentive if the government decides to provide matching 
funds for any incremental resources into universities from outside.  On 
the other hand, the government may decide to include the ability of an 
institution of higher learning to attract supplemental incomes as a 
positive element in funding formulas.   

Nevertheless, there is need to note that income-generating 
activities have both benefits and costs to the affected institutions, 
governments and individuals.  For instance, short-term training courses 
for enterprises or individuals can complement teaching and research 
activities, generate significant resources to staff, universities and 
departments; and provide market-relevant skills for the economy.  In 
the example given by the World Bank [1994:44], Vietnamese 
universities received 8 per cent of their revenue from organization of 
short-term courses in English Language and Computer and Information 
Technologies [ICT] in response to the large demands for upgrading of 
skills in the process of transition to market economy in Vietnam in the 
early 1990s.  Contract research such as business services and economic 
studies for government and private industry also generate resources for 
researchers and their institutions as well as scientific knowledge to 
drive the economy.  However, both short-term courses and contract 
research have implications for the time of staff.  For this reason, the 
practice is to create separate legal and management structures to 
ensure efficient provision of these services.  Another way of checking 
excesses and providing incentives is for governments to match private 
research grants won by higher education institutions. This idea of 
matching grants can be extended to the institutional level to encourage 
staff to seek research grant and be transparent with the volume of 
grants received by them.   

The benefits of money generated from nongovernment sources 
can be used on non-salaried instructional items such as pedagogical 
materials, textbooks and laboratory supplies.  Nevertheless, those in 
authority should note the following words of wisdom by the World 
Bank [1994:45] that: 

A critical feature of any policy to encourage funding 
diversification is to allow incremental resources to 
remain available in significant measure for use in the 
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institutions which mobilize them.  Policies that seek to 
expropriate [confiscate] resources obtained by the 
efforts of individual institutions [or staff] for use by a 
central authority are self-defeating because they 
destroy the institutions’ *or staff’s+ incentive to look for 
savings or generate income. [Words in parentheses are 
mine]. 

 
Allocation Mechanisms  
In Africa, one of the worst challenges facing higher education is the 
extreme narrow access to higher education. In 2007, the tertiary 
student enrolment ratio in sub-Saharan Africa that was around 6 per 
cent has been adjudged to be the lowest one in the world 
[Mohamedbhai, 2011].   In fact, when compared with the gross 
enrolment ratio for primary education in Africa which was 91 per cent 
in 2004 [Wikiprogress.Stat], one continues to wonder why about 85 per 
cent of primary school pupils could not reach the higher education level 
in Africa.  The problem is more of inability of government to supply 
enough space to absorb those who are qualified to enter higher 
education than poor preparation at primary and secondary school 
levels. Coupled with the challenge of access is the issue of persistent 
awfully weak financial base to expand access to quality higher 
education in Africa.  By comparing data from Africa, North America, the 
Arab States, Asia and the Pacific, Europe and Latin America, higher 
education in Africa has faced the most severe financial crisis among all 
the regions of the world between 1990 and 2001 [Lopez-Segrera, 
Sanyal and Tres, 2006].  It is obvious that African leaders are willing, 
and even struggling, to change the pitiable situation of higher 
education in the continent but they are economically unable.  This 
dilemma in which African higher education systems have found 
themselves has led to the suggestion that governments, being the 
major spenders on higher education, should ensure efficiency in the 
way they allocate the available resources to higher education.  It is 
generally believed that the mechanisms through which transfers are 
made to institutions of higher learning strongly influence the way in 
which public funds are used [World Bank, 1994:50].  Therefore, if those 
institutions should become efficient in the use of available resources, 
governments should search for fund-allocation mechanisms that have 
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some in-built incentives for transparent, rational and efficient 
utilization of higher education resources.  Broadly speaking, there are 
four of such allocation mechanisms, namely: (1) negotiated budgets, (2) 
input-based approach, (3) out-based device criterion, and (4) quality-
based system [Table 8]. 
 
Table 8  
Mechanisms for Allocating Public Funds to Higher Education 
 
Funds allocation 
mechanism 

Where practiced 
in Africa 

 
Remarks 

Negotiated budgets [This 
is the conventional 
approach by which 
governments allocate 
resources to higher 
education based on 
political equity] 

Algeria, Ghana, 
Guinea, Kenya, 
Morocco, Niger, 
Sudan, Tanzania 

Commonly practiced in non-
African developing countries 
such as Argentina, Brazil, 
Greece, Honduras, India, 
Italy, Jordan, Nepal, Pakistan, 
Peru, Philippines, Venezuela 
and Yemen 

Input-based approach 
[This is an alternative to 
the conventional 
approach] 

Nigeria  and 
South Africa 

Commonly practiced in highly 
developed countries such as 
Canada, China, France, Japan, 
Norway, Sweden and UK  

Output-based criterion  
[This is another 
alternative to the 
conventional approach] 

Nil Mainly practiced outside 
Africa in countries such as 
Demark, Finland, Israel, 
Netherlands and Australia 

Quality-based system  
[This is an initiative yet to 
be popularly adopted ] 

Nil As far as the available data 
are concerned, this initiative 
is still limited to Chile  

Source: World Bank [1994:51]; Note: list of countries could have 
changed by now. 
 
Negotiated budgets 
Most African governments lack agreed criteria in allocating funding to 
their institutions of higher learning.  Moreover, information on relative 
performance of their institutions is not always available to help them in 
making objective fund-allocation decisions.  Therefore, they are 
compelled to allocate available funds based on historical trends 
ensuring that each institution receives its traditional share of the total 
budget.  Thus the general goals of adequacy, equity and efficiency are 
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not often respected during allocation. The negotiated budget generally 
fails to provide incentives for efficient operation and makes it difficult 
to adjust the distribution of financial resources to changing 
circumstances.  If overall funding is reduced, the tendency of most 
governments is to adopt across-the-board cuts rather than to evaluate 
in which institutions and programmes cuts are most justified. This 
approach only ensures political equity and therefore, not completely 
transparent in the way funds are allocated among institutions of higher 
learning.  The approach also lacks the expected rationality to defend all 
the processes of allocation of funds beyond a reasonable doubt.  It is 
therefore not surprising that this approach neither encourages 
efficiency in allocation nor utilization of higher education resources.   

Africa countries cannot afford to be wasteful, given the level of 
resources available to their higher education systems and the huge 
responsibility to make quality higher education available to the teaming 
population of qualified people who are now left out.  There cannot be 
efficiency in the use of the scarce resources if there is no transparency 
in the way those resources are allocated among institutions of higher 
learning on one side and how they are distributed within the institution 
of higher education on the other side.  Moreover, there cannot be 
transparency if there is no accountability on the side of those who use 
public resources.  Incidentally, available data suggest that most African 
countries use this negotiated approach.  Even in Nigeria where the data 
show that one of the alternative methods is being used to allocate 
funds to Nigerian Federal universities, those of us from the country 
know that in reality, governments often revert back to the negotiated 
budgets in times of budget cuts. In such a situation, the National 
Universities Commission [NUC] simply gives what is available to each 
university without much consideration for some of the laid down 
criteria.   The NUC then expects the university to pay salary as a matter 
of priority and then utilize the excess [if any] as it deems right.  When 
this happens, we cannot expect much accountability from the 
university. 
 
Input-based approach 
One alternative to the conventional-negotiated system is the input-
based fund-allocation mechanism.  The name derives from the fact that 
most of the parameters involved in calculus of the funding formula are 
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mainly cost-reduction inputs into the processes of higher education 
finance system. Salaries being the bulk of recurrent expenditure of a 
public higher institution, governments usually think of how to control 
the unit cost of higher education via factors affecting salary cost.  Such 
factors include the student-teacher ratio, staffing mix, type of 
curriculum whether laboratory based or classroom based [science-art 
ratio], and postgraduate-undergraduate mix.  The weights thus reflect 
differences in factors influencing unit recurrent costs in various 
institutions.  Table 4 shows that only Nigeria and South Africa were 
using this approach as far back as early 1990s.   In these countries, 
institutions of higher education receive their budgets calculated on the 
basis of a funding formula that combines enrolment figures and unit 
costs.  Having based inter-institutional allocation on the product of 
enrolment and unit costs, the formula then stipulates some ratios, 
weights or coefficients to provide incentives for internal distribution of 
resources within an institution.  For instance, to provide incentives for 
efficiency in the internal distribution of resources, there could be 
weights specifying the optimum mix of experienced and inexperienced 
staff and undergraduate-postgraduate mix [In Nigeria, the weights are 
such that an undergraduate student is given the weight of 1 while each 
postgraduate student weighs 1.5]. There could be other weights to 
ensure equity in spending and quality of education.  These might be in 
respect of the socio-economic background of students, unique 
characteristics of institutions such as age, location and mission, as well 
as academic quality of students.   

Basically, total enrolment and unit cost are the critical factors in 
the formulation of an input-based funding formula.  It thus implies that 
both should be influenced by governments.  While the formula usually 
takes care of the factors affecting variation in unit costs among 
institutions of higher learning, it often ignores the potential cost-
increasing effects of the propensity of institutions of higher learning to 
increase and/or expand the distribution of student intakes.  Some 
weights might be used to exercise indirect influence over the 
distribution of student intake.  Example of this is the stipulation of the 
optimum mix of Science and Art students [Science-Art ratio] and ratio 
of female to male in the funding formula. As rightly observed by the 
World Bank [1994:52], if government does not take an active role in 
determining the level and distribution of student intake, then its 
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budgetary commitment is supposedly open ended.  In this case, the 
government must either increase higher education budget or reduce its 
financial allocation per student when resources are limited.  To put this 
into consideration, government needs to set the price it will pay per 
student and also specify the upper enrolment limit(s) that government 
can afford to finance for various institutions according to their growth 
potentials or carrying capacities.    

Some universities have enough room to accommodate increase 
in enrolment; while some have reached the upper limit of their carrying 
capacity.  It can be added that although an upper enrolment limit is set 
to control the level of enrolment that government can cater for with 
the limit of its budget, an institution is free to exceed the limit in as 
much as it will not request the government to finance the additional 
students.  Additional students can be admitted on a-fee-for-service 
basis.  This approach was adopted by Vietnam in 1989 and by Uganda, 
Makerere University in the recent times. 

One other issue with some input-based models is their 
tendency to concentrate on cost compensation and unit-cost reduction 
without particular incentives for institutions of higher education to 
improve output [number of successful completers] and internal 
efficiency [resulting from high repetition rate and /or low completion 
rate by students].   Moreover, this model often ignores incentives for 
institutions of higher education to improve the quality of education 
they offer. These weaknesses of an input-based model have led to the 
introduction of output-based and quality-based models. 
 
Output based 
Output-based funding is an improvement on the input-based model.  It 
provides incentives for institutions of higher education to improve their 
output in terms of the number of successful completers.  Denmark has 
used this funding formula since the early 1980s [World Bank, 1994].  
The government provides funding to universities based on the number 
of students who successfully complete their annual examinations, 
penalizes institutions with high failure rates, and encouraging 
universities to weed out poorly performing students and raise entry 
requirements.  In the Netherlands, the out-based funding formula 
provides more budgetary support for students who complete their 
degree programmes in the time expected.  The normal length of a 
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course is 4 years.  The formula grants a university 4.5 years of annual 
unit cost funding per graduate, but only 1.5 years for students who 
have not completed their programmes in the normal length of time.    

This funding approach has the capacity to reduce wastages, 
student failure and repetition [resulting from poor selection and poor 
preparation] and to increase efficiency in the use of public resources.  
One major issue with this approach is its emphasis on the number 
rather than on the quality of graduates.  This weakness is what the 
quality-based funding is out to address. 
 
Quality-based 
This model is not generally adopted for a reason yet unknown.  In Chile 
where it was first used, the government defined quality in terms of 
ability of an institution to attract top-ranked students who scored 
above a given cut-off mark.  The cut-off is determined by arranging, in a 
chronological manner, all candidates who take a given university 
aptitude test and count a given number, say 25,000 best scorers, that 
government is able to finance.  The mark score by the last candidate 
[25, 000th] on the list will be regarded as the cut-off mark. An institution 
is compensated through a financial award for every top-ranked student 
who has chosen to study in that particular institution of higher learning 
each year.  Usually, the prize paid on each student depends on the 
score.  The government often gives highest value of financial award to 
the student who scores highest in the matriculation test and the 
reverse also applies for the student who scores the least mark.  This 
type of funding formula has the potential to make institutions to 
compete for government’s financial award for attracting the high-
ranked students. This is likely to encourage a demand-driven higher 
education to attract the expected caliber of students.  
 
Targeting the Vulnerable and Disadvantaged People 
When resources are limited, how should they be allocated to those 
most in need?  UNESCO [2007] provides a well documented answer to 
this question in relation to costing and financing of ECCE programmes.  
This UNESCO’s idea will be adapted in this section.  As rightly pointed 
out by UNESCO [2007] that the two common types of targeting are 
geographical and by income although some governments also target 
some particular groups such as the disabled and those in emergency 
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situations.  As far as geographical targeting is concerned, it well 
acknowledged that private proprietors of higher education are not 
likely to establish their private institutions, especially private higher 
education for-profit, in the rural areas or in other areas where private 
investors would not naturally want to establish their institutions for 
economic reasons that they will not find business to justify their 
investments.  Under this condition, the government might be forced to 
target those areas so that public investment in higher education could 
enhance balanced development of higher education in the country.   

The issue of targeting the needy students has been discussed 
earlier under cost-sharing and subsidy removal.  Income targeting is 
very common and it includes restricting eligibility, subsidizing the 
enrolment of the poor and providing vouchers.  For further discussion, 
see Babalola [2010 and 2011]. 
 
Expenditure Supervision and Accountability 
It has become a common knowledge that how funds are transferred to 
institutions of higher learning determines the level of efficiency in funds 
utilization particularly in determining the extent to which funds are 
used as are intended.  When public resources are not used on intended 
purposes, rooms are given to leakages in public expenditure on 
education.  Why so many factors can influence leakages in educational 
resources, governance issues in education finance have been 
associated with much of the leakages in the processes of allocation, 
accessing, internal distribution and front-line utilization of funds.  One 
major weakness of governance that has been closely associated with 
porosity of resources during flow of funds from government to the 
institutions is associated with public accountability.  These 
accountability issues are (a) provision of necessary resources, (b) 
information collection about how these resources have been utilized at 
the institutional level, that is education services made possible with 
these resources, and (c) enforcement of quality standards or financial 
regulations and thus (d) the extent to which available resources are 
converted into learning opportunities.  

It has now become a tenet in the theory of efficiency in public 
education finance that reported expenditures on education do not 
guarantee the reliable execution of education policy [Vegas and Coffin, 
2012].  Efficient management and executive systems are of supreme 
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importance to achievement of education objectives.  As rightly noted 
by Teferra [2006:160] concerning Kenyan universities: 

African universities suffer from poor, inefficient, and highly 
bureaucratic management systems.… Allegations of … 
corruption … in African universities are not common.  Certain 
anecdotal reports, however, allege misappropriation of funds 
and poor prioritization as causes for financial difficulties in 
universities.  For instance, the fiscal crisis…was worsened by 
the misappropriation of the scarce resources…the top 
administrators in the universities were … of mismanaging 
funds, and misplacing priorities.  During the 1995-96 …, it was 
reported that Maseno University, Kenya, lost over US$660,000 
[Ksh 50 million], most of it through theft and false allowance 
payments…it is important to note that the manner in which the 
university is governed … often determines the scope of the 
problem. 

 
The realization that governance issues determine how public money is 
used at the school level has led the World Bank and other donors to 
make new empirical efforts to track expenditures against the quality of 
service delivery at the school level using tools like Public Expenditure 
Tracking Surveys (PETS) and Quantitative Service Delivery Surveys 
(QSDS). The results of most of these surveys have actually confirmed 
the proposition.  Studies *especially PETS conducted by World Bank’s 
staff and other donors in Kenya, Zambia and Ghana; and Babalola and 
others in Nigeria] have affirmed that diverse actors and stakeholders 
with different perspectives and motivations manage the flow of 
resources in an education finance system.  What remains uncertain is 
whether these diverse stakeholders hold one another accountable in 
education particularly in countries, such as in Africa, where non-
governmental voices of civil societies, communities, households and 
students appear insignificant in shaping public education decisions and 
policies. As rightly pointed out by Vegas and Coffin [2012], the policy 
goals of ensuring adequacy, promoting equity, and performing 
efficiently should guide these actors so that the funding process 
provides resources to schools effectively and meets public finance 
objectives. 
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Summary and Conclusion 
This paper provided a framework for explaining the funding of higher 
education in Africa. The discussion was based on the theory of public 
education finance.  Viewed from the standpoint of a system analysis, 
the paper examined government’s objectives for the post-
independence decision to spend on higher education in Africa, 
scrutinized trends in stakeholders’ inputs into higher education systems 
in Africa, briefly highlighted the level of fiscal challenge persistently 
faced by institutions of higher education in the continent and made an 
attempt to discuss some ways out, especially, through improvements in 
the processes of public education finance. This study has revealed that 
following independence in various African countries, the dire need to 
train indigenous manpower to replace colonial people motivated 
governments to become highly committed to expansion of access to 
quality higher education in the continent.  This ideological commitment 
to produce high-level manpower for the economic development led to 
rapid injection of huge instructional resources and financial inputs into 
the higher education systems in African countries.   

Nonetheless, the linear expansion in higher education in Africa 
became constrained by budget limitations in the face of several 
persistent economic crises as from the mid 1980s.  As economic 
challenges persisted, the financial bases in most African countries 
became so weak that they could no longer support continued exclusive 
public funding of higher education.  Different efforts were made by 
governments and institutions of higher education to cope with various 
challenges of extreme narrow access to higher education, inadequate 
instructional resources, poor quality of higher education and research, 
and unsustainable funding of public institutions of learning.  In spite of 
all the efforts at reversing these repulsive trends, the hope seems not 
to be in sight in most African countries.   

These paper has therefore, discussed four common lines of 
attack.  Firstly, this paper has suggested that source of funds be 
diversified to include cost-sharing with students [households] in form of 
fees and user charges, subsidies removal in term of supports to 
students on things that have little direct bearing with learning; and 
Secondly, the paper has further recommended payments of 
reimbursements to needy students in form of selective scholarship and 
well-thought-through loans to cushion the negative effects of cost-
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sharing and cost-recovery activities on the access, attainment and 
achievement of students from low-income background.  Thirdly, the 
paper also suggested that governments should allocate resources 
among higher education institutions in such a way that efficiency in the 
use of available scarce resources will be encouraged among those who 
are governing public higher education.   It is particularly stressed that 
governments in Africa should produce a kind of funding formula in 
which inputs required by each institution, the output produced in term 
of successful completers and the level of quality of graduates in each 
institution are used as criteria for allocating and distributing available 
resources.  Lastly, the paper suggested that those governing public 
resources should be made to have sense of public accountability and to 
be actually accountable by constantly monitoring, evaluating, reporting 
and rewarding the way public resources are utilized on intended higher 
education purposes.   

As a way of concluding, all said and done, the issue is no longer 
mainly that of adequacy of resources to African public higher 
education.  The critical issues have changed to governance of resources 
at the front-line level.  The success of public higher education in the 
next few years is likely to depend on the extent to which managers of 
higher education are able to mobilize supplemental private resources 
and efficiently utilize available resources on the essentials with special 
emphasis not only on the quantity of students enrolled and graduates 
produced, but on the quality of graduates and other services produced.  
As higher education attracts more private contributions, stakeholders 
[including students, parents, donors, Civil Societies, Community-Based 
Organizations and voters] will insist on more accountability on the side 
of those who govern higher education.  Public accountability requires 
that all in charge of allocation, distribution and utilization of public 
resources be transparent by making data and information on their 
activities available freely in the public domain.  

Africa needs to work harder to ensure better transparency in 
financial matter than it does at present.  A situation where people do 
not disclose financial information in Africa countries should become a 
thing of the past if public higher education finance will become 
adequately transparent to allow for public appraisal and if unnecessary 
leakages in public resources will be tracked, discovered and blocked 
before irreparable damages are done in higher education. 
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