© Kamla-Raj 2008

J. Soc. Sci., 16(1): 27-33 (2008)

Social Cost Analysis of Secondary Education in South West
Nigeria (1996-2001)

Nelson EjiroAkpotu

Department of Educational Administration and Policy Studies, Delta State University,
Abraka, Nigeria
E-mail: neakpotu@yahoo.com

KEYWORDS Social cost; educational efficiency; direct school expenditure; economies of scale

ABSTRACT The study examined the trend in social unit cost of secondary education in the southwest of Nigeria
between 1996 and 2001. The findings revealed that unit costs and student’s enrolment were inversely related while
marginal cost remained higher than unit cost for most years of study. Some cost effective measures were recommended

to attain economies of scale.

INTRODUCTION

Education is both a private and social
investment, which contributes to economic
development and raises the incomes of the poor
as much as investment in physical capital does.
The governments of Nigeria and in particular,
governmentsin the south-west Nigeriahavelong
realized and recognized the importance of
investment in education. Thisrecognition of the
great need for investment in human capital took
root in 1955 when the then western region
launched the universal primary education (UPE)
Programme. Since then, subsequent civilian
governments in this region have continued to
invest in education. The most important
educational policy decisions taken since then
have been the abolition of tuition fees and the
takeover of all missionary schools.

Since then, education has been the consti-
tutional responsibility of the governments and
this has resulted in rapid and unabated increase
indemand for education. Therapid and unabated
increasein demand for education at all levelshas
its attendant consequences on educational
expenditure.

Costsin this study are used to signify direct
school expenditure incurred by governments.
Akangbou (1987) and Adeyemi (1998) defined
direct socid costsof educationtoimply theactual
financial expenditures on education by
governments, which include teachers and non-
teachers salaries and allowances, expenditures
on books equipment, stationary and transport,
imputed rent on educational buildings,
maintenance cost and other expenditures on
goods and services.

Inits broad usage, cost impliesthe resources

(money, materials, and men) used up for the
operation of abusinessenterprise (Lipsey, 1976;
Aghenta, 1993). Cost in education represents
thereal resourcesin termsof money and sacrifices
that are used up to produce an educated person.

Generally, costs in education are classified
into socia and private costs. ToAkangbou (1987)
social costsrepresent socia investment or govern-
ment expenditures on education while private
costs are costs incurred by the individuals and
their households. Social and private costs are
further divided into direct and indirect costs.
Direct social and direct private costsrefer to the
actual direct expenditures by governments and
individuals or their parents in providing
education.

The direct social cost of education which is
the focus of this study is further distinguished
asrecurrent social cost (RSCO and capital social
cost (CSC), both added together to give the total
social cost (TSC) of education, i.e. TSC=RSC+
CSC. Recurrent social cost refersto those costs
that “recurs regularly and covers expenditures
on goods and services that bring immediate and
short-lived benefits” (Psacharo-poulos and
Woodhall, 1997). Thus, expenditures on consu-
mable goods such as materials and personnel
salaries, rent, interests, grants etc used up within
an accounting year are classified as recurrent
expenditure (cost). While capital (cost) expendi-
turesinclude the purchase of durable assets such
as buildings or equipment, that are expected
to yield benefits over a longer period. To
Psacharopoul osand Woodhall (1997), the crucial
distinction between recurrent and capital cost lies
in the source of finance. To them, recurrent
expenditures arefinanced from current income or
revenue, while capital expenditures arefinanced



28

by loans from international agencies as well as
other sources of income.

More often than not, educational plannersand
managers are encouraged to trandlate all edu-
cational inputsin school operation into monetary
value to make feasible, the quantification of the
cost of producing a unit of graduate. Thus, in
actual cost analysis, educational planners, like
economists, use most, the unit cost concept as
basisfor measurement.

Unit cost analysisin education providesuseful
guide to educational planners and managers as
they provide information on the actual cost
involved in producing a graduate at any level of
education. It indeed, gives an insight into the
pattern of educational expenditures. The various
cost concepts are relevant as they help
governments to make choices and take varied
decisions. For example, the need to compare costs
over the years, for projection of financial needs,
theneed to either expand existing facilitiesor build
new schools and decisions about alternative
educational technologies (Aghenta, 1984;
Psacharopoul and Woodhall, 1997). Cost analysis
is very significant in investment planning and
financing of education. It is directed at making
availablein very clear terms, thevalue of aproject
or what would be needed to guarantee acqui-sition.
Moreover, Adeyemi (1998), Pacharopoulos and
Woodhall, (1997) asserted that cost analysisgives
an idea about educational efficiency, which is
measured intermsof the utilization of redl resources.
Cost analysis is often used to identify possible
cost reductions. Indeed, the need for cost reducing
measures and more generally for policiestowards
cost-effectiveness is everywhere present and is
now becoming more obvious than ever before.

Governmentsinvest huge amounts of money
on education, being the largest growth industry
in the world. This indicates that over the years
and in most countries, education remains the
largest devourer of taxpayers' money (Coombs,
1985; Fafunwa, 1986). It ishowever astonishing
that so little is known about the behaviour of
educational costs, particularly by educational
administrators and governments in developing
countries. ldeally, decisions to introduce new
educational programmes, expansion of existing
ones and employment of new teachers are
supposed to be preceded by a careful analysis of
cost functions. Nevertheless, asUNESCO (1980),
Coombs (1985), Psacharopoulos and Woodhall
(1997) pointed out, such decisions in actual
practice often represent political act of faith rather
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than acareful analysisof cost functions. Hence,
more often than not, the conventional line-item
budget is designed to satisfy the needs of
auditors, not the needs of cost-conscious
educational managers seeking ways to improve
the efficiency and effectiveness of their school
system. It isin the light of this that this study
examinesthefollowing questions:

1 What is the relationship between growth in
student enrolment and increasein total social
costs (TSC) incurred by the states during the
period of study?

2. Whatisthetrendin recurrent social cost (RSC)
and capital socia cost (CSC) for the period
under review?

3. What is the trend in total unit cost (TUC),
recurrent unit cost (RUC) per student (RUCs)
and per teacher (RUCH) for the period of study?

4. Doestheunit cost (RUCs, and RUCt, TUCs&
MC) vary significantly among the states and
in the years of study?

METHODOLOGY

The study adopted the descriptive research
design. Thisis because the variables of study-
teachers, and non-teachers salaries and
allowances and the other cost items and students
enrolment are on- going events with influences
on current and future conditions (Hassan, 1995).

The population of study was made up of the
public secondary schools in six states of the
federation, namely: EKITI, LAGOS, OGUN,
ONDO, OSUN, and OY O states. Thetwo stage
random sampling technique was adopted to select
three states— OGUN, ONDO, and OSUN states,
which formed the subject of the study. Theentire
public secondary schools in the three states
sampled that are financed entirely by the state
governments were used for the study.

I nstrumentation: Themaininstrument for the
study wasacost analysischecklist (CAC), which
was used to collect the following data:

1 Secondary schools enrolment for the period

1996-2001
2. Number of teachersand non-teaching staff in
all thestatesfrom 1996-2001.

Salariesof theteaching and non-teaching staff
for each of theyear 1996-2001.

Total subventionsto all schools in the states
for each of theyears 1996-2001.

Total amount spent on capital projectsin all
secondary schools in the states for each of
theyears(1996-2001).

o~ W
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Data collection and Analysis. The data for
the study were collected from the statistics
division of the various ministries of education of
the states sampled. The researcher made use of
teachers who are external or distant degree
students of the Delta State University, but are
indigenes and residents of the sampled states.
The authorizing ministry officials duly
authenticated the data collected.

In analyzing the data, they were first coded
and summed up. Then, these formulae were used
to compute the unit costs.

1. TSC=RSC+CSC

Where TSC = Total Social Cost

RSC=Recurrent social cost, made up of the
salaries and allowances of teachers and non-
teachers plus total subventions for consumables

CSC=Capital social costsarecostsfor capital
or fixed or durable projects.

2. TUC=TSC/Ns

Where TUC isTotal Unit Cost.

TSC=Totd Socia Cost

Ns=Number of students enrolled

3.RUCs=RSC/Ns

Where RUCs=Recurrent unit cost per student

Ns=Number of students enrolled

RSC=Recurrent socia cost.

4. RUCt=RSCt/Nt

Where RUCt=Recurrent unit cost per teacher

RSCt=Recurrent social cost (teacherssalaries
and allowances).

Nt=Number of teachers employed for the
period. ) .

5. MCs=A TSC/A Ns; whsere:

MCs=Marginal cost of an additional student
enrolled

ATSC=Changein Total social cost

ANs=Changein Number of studentsenrolled.

Graphs and tables were used to present the
results.

RESULTS

Table 1 shows the total student enrolment in
the three states from 1996 to 2001: the teaching
and non-teaching staff strength, their salariesand
allowancesfor each of the statesand yearsof study.
It also shows the total subventions and capital
votes to the schools. This Table conveys al the
datacollected for thestudy and it isused to compute
all other Tables and graphs. The data reveals that
the states did not rel ease money for capital projects
during the period of study, particularly during the
military dictatorship (1996-1998).

Research Question One: What istherelation-
ship between growth in student enrolment and
increase in total social costs (TSC) incurred by
the states during the period of study?

As shown in Table 2, of the three states
studied, only OGUN experienced growth ratein
student enrolment all through the period. . All
through the military era(1996-1998), ONDO state
witnessed steady decline in student enrolment
until 1999 and beyond when it started to
experience increased growth rate in enrolment
(38.22%) in 2000. Thehighest rate of decreasein
enrolment wasin OSUN State (-45.14%in 1999
and —25.13% in 2001). She experienced steady
decline in student enrolment in all the years of
study except in 1998 with 7.95% growth rate.

Research Question Two: What is the trend
in recurrent social cost (RSC) and capital social
cost (CSC) for the period under review?

The states experienced consistent increase
in total cost (TSC) for the period under review,
except OSUN State, which had zero growth rates
for the year 2001. OGUN State recorded the
highest growth rate of (TSC) in 1998 (1817 %)
while OSUN State recorded the highest rate of
decrease (-35.7%) in 1999. As shown in Table 3
only OGUN State provided funds for capital
expenditure for five of the six years of study.
ONDO State on the other hand, provided for
capital expenditure for three years while OSUN
provided for, only intwo of the six years of study.
It was only OGUN State that also provided the
highest amount of capital vote, whichwasashigh
as57.1% of total costin the 1998 academic year.

Research Question Three: What isthetrend
in Total Unit Cost (TUC); Recurrent Unit Cost
(RUC) per student (RUCs); and per teacher (RUC
t) for the period of study?

The data in Table 4 indicates that the states
recorded steady increase in recurrent unit costs
per student and teacher (RUCsand RUCY) all over
theyears of study. In all theyears, OGUN State
recorded the lowest unit costs per student and
teacher (RUCs and RUCt) respectively. The
(RUCt) remained high and abovethe RUCs) inall
the years and among the states.

Research Question Four: Doesthe unit cost
(RUCs, RUCt, TUCsand MC) vary significantly
among the states and years of study?

As shown in Tables 2, 3 and 4 the RUCs and
RUCt varied significantly among the states and
yearsof study. For example, thevariationin RUCs
in OGUN State remained significant for the period.
It rosemerely fromN96.5in 1996 t07, 120.9in 2000
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or 7279.2% growth Rate. ONDO State on the other
hand, encountered 299% growth ratefrom N5526.2
in 1996 to N22, 048.9 RUCsin 2000. The datain
Table2 vividly indicate that marginal cost (MC)
remained over and above the Total unit Costsin
OGUN Statefor 1997, 1998 and 1999 and ONDO
Statefor 1999 and 2000. Intheother years, in Ondo
and Osun states, the TUCs either remained higher
than the MCs or the MCs was negative.

DISCUSSION

The central concern of thisinvestigation was
to examine the trend in social unit costs of
secondary education in the south-west Nigeria
between 1996 and 2001. Thechoice of thisregion
and period wasinformed by thefact that universal
primary education started in Nigeriain thisregion
far back in 1955 and the period marked the end of
apro-longed military ruleand thefirst threeyears
of civilianrule,
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The study revealed that only OGUN State
experienced increased student enrolment in all
the years studied. While ONDO state recorded
steady declinein enrolment from 1996 to 1998, it
increased thereafter to record the highest growth
rate among the statesin 2000 (38.22%). OSUN
state on the other hand, experienced steady
declineinenrolment all through theyears of study
except in 1998 when she had a growth rate of
2%.The introduction of school fees, levies, and
dropouts and perhaps, the establishment of
private educationa ingtitutionsduring the military
and beyond could have informed the findings.
In addition, the prolonged IFE/MODAKEKE
crisishad itstolls on school enrolment in OSUN
State.

The study showed that the states also
experienced steady increase in total social cost
(TSC) for the period of study. Again ONDO State
recorded the lowest growth rate (0.31%) in 1997
while OSUN State recorded the highest growth

Table 3: Trend in recurrent social cost (RSC), capital social cost (CSC) and total social cost (TSC) 1996-

2001
Year State Total Growth Rate Total Capital Csc Total
Student  in Recurrent  Recurrent Social As % Social
Enrolment Social Cost Cost Cost of Cost
(%) (TRC) (CSC) TSC (TSC)
1996 OGUN 233607 22536814.2 22536814.2
ONDO 146422 809154728 809154728
OSUN
1997 OGUN 248231 10.8 24959925.52 2489992 9.07 27449917.52
ONDO 141998 0.3 811632213 811632213
OSUN 260245 422580888 422580888
Table 4; Computed unit costs
Year State (RUCs) (RUCY) (TUCy) TR :Ns  Non tras % AS A %
of total staff of (TSC)
1996 OGUN 96.47 3249.45 96.47 49.1 20.1 68.63
ONDO 5,526.18 129,258.63 5,526.18 23.6 10.1 98.91
OSUN
1997 OGUN 100.55 3,370.05 110.58 48.2 20.7 63.23
ONDO 56,618.00 1,278,434.15 56,618.00 22.6 11.5 99.89
OSUN 1,623.78 17,895.19 1623.78 11.8 28.0 93.16
1998 OGUN 875.38 43219.39 2038.38 49.6 22.7 42.76
ONDO  7,289.74 142,792.36 7,289.74 19.8 11.3 99.18
OSUN 15,040.03 175,565.46 15,040.03 11.8 27.5 99.23
1999 OGUN 3,416.88 130,113.40 3,758.56 50.8 22.9 68.16
ONDO 7,902.93 163,220.65 8,081.35 20.8 11.9 97.05
OSUN 17,616.90 160,719.45 17,616.90 9.2 28.3 98.93 2000
OGUN 7120.85 292,321.63 7,127.97 54.7 23.4 74.92
ONDO 22048.89 509105.16 22383.39 23.2 11.0 98.24
OSUN  18,245.62 160,719.45 20,061.65 8.9 28.3 89.97 2001
OGUN 6,905.96 212,230.38 6,975.02 41.0 16.3 74.25
ONDO 20,334.07 406,179.02 20,976.42 20.0 10.6 96.65
OSUN  24,368.76 160,719.45 26,794.24 6.7 28.3 89.97

Source: Computed from data obtained from fieldwork.
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ratein (TSC) in 1998 (1817.03%), while OGUN
recorded all asthe highest decrease (-35.74%) in
1990,

As shown in Table 2, while OGUN State
attained the highest growth ratein (TSC) in 1998
(1817.03%) Osun State followed with 844.3%
growthratein 2000, then OGUN State 101.3%in
2000 and 92.98%in 1999. All the statesincurred
high percentageincreasein TSC because of their
increased subventions and capital expenditures.
For example, OSUN State experienced decrease
in TSC in 1999 (-35.74%) because it did not
providefor capital expenditure. Inaddition, the
increased (TSC) could be attributed to high rate
of non-teaching staff in the states as well asthe
new salary scale accorded all civil servants and
teachers by the civilian administration .Another
important finding of the study istherelationship
between (RSC) and (CSC). Apart from OGUN
State that spent 57.05% of its TSC on capital
projects in 1998, there was no other year any
state spent up to 10% of her TSC on capital
projects. In 2000 and 2001, OGUN State spent
only 0.1% and 1.% of her TSC on capital projects
respectively. This shows that on the average,
no state studied spent less that 94% of its TSC
on recurrent costs.

The (RUCs) and (TUCs) remained lowest in
states with the highest enrolment figures, except
OSUN, which consistently experienced steady
declinein enrolment. Thisimplies that indeed,
unit costs and student enrolment are inversely
related. This confirms of the works of
Psacharopoulos (1982), Psacharopoulos and
Woodhall, (1997).

The teacher/student ratio was also found to
have an inverse relationship with unit cost per
student. Thestateswith low unit cost werefound
to have high teacher/student ratios, while those
with high unit costs invariably had very low
teacher/student’sratios. For example, OSUN and
ONDO with very low teacher/ students' ratios
recorded the highest unit costs. However, OGUN
state with the highest teacher/students ratio did
not attain the lowest unit cost because she had a
very high proportion of non-teaching staff such
that teachers salaries only accounted for 65.3 %
recurrent cost as against 96.4 % for the other
states.

A crucial finding of thisstudy isthefact that
marginal cost (MC) of educating an additional
secondary school student remained higher than
the unit cost (TUCs) for most of the years
studied. Thisis an indication that the schools

particularly in OSUN and ONDO States
experienced diseconomiesof scalein most years.
With decrease or negative growth rate in
enrolment, unit cost riseabove marginal cost (TUC
€”MC) or marginal cost becomes negative.

To attain cost effectiveness and hence
economies of scale, it is recommended that the
states with very low teacher/students ratios
should increase student enrolment so asto attain
the minimum threshold with minimum unit cost
that equatesmarginal costi.e. (TUCs=MC).

The managers of the school system should
ensure that new teachers and non-teachers are
not recruited indiscriminately without recourse
to stipulated target. In thisway, more funds can
be available for subventions and capital projects
that may improve the quality of education
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