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Chapter 8 

Summary and Conclusions, Policy 
Implications, Limitations and 
Recommendations 
8.1 Introduction 

In the preceding chapters we have reported a theoretical review and some empirical 
findings with regard to the schooling decision of Sri Lankans. In this final chapter 
limitations of the present study as well as policy implications and recommendations for 
further study will be discussed. 

8.2 Summary and Conclusions 

Although the primary concern of the book has been to explore the determinants of school 
enrolment and optimal length of schooling at the individual level, this book has also dealt 
with the issues related with the efficiency in public schools in Sri Lanka. In addition to the 
historical and theoretical reviews in Chapters 1 and 2 and the sample characteristics in 
Chapter 5, the book contains four analytical chapters. School enrolment and optimal length 
of full-time education, effect of school quality on enrolment and optimal length of 
schooling, choice of schools, and the (in) efficiency of the education technology in public 
schools in Sri Lanka are the four issues addressed in these chapters. The analyses in these 
chapters are based on several primary data sources: Quarterly Labour Force Surveys in 
1992, School Census for the year 1992 and our own survey conducted in the Kandy district 
at the end of 1996. The Labour Force Survey is conducted by the Department of Census 
and Statistics. The School Census is also conducted by the same department on behalf of 
the Ministry of Education. In spite of the differences in sample frames and sampling 
methods, we observed a remarkably consistent behaviour of the responding units with 
regard to the objectives of the present study. 

Effects of family background and school quality on educational attainments is explored in 
Chapters 3 and 6. Both analyses share the same theoretical framework. Namely, Becker 
(1967) provides the theoretical foundation for both chapters. This theory presumes that an 
individual chooses the length of schooling to optimise the net-present value of his lifetime 
wealth. We relax the assumption that schools are homogenous in Chapter 6. We were 
compelled to maintain this assumption in Chapter 3 due to data limitations. In Chapter 6 
school quality affects the optimal length of schooling through its effect on marginal 
benefits from education. Pupils studying at prestigious schools derive more benefits, for a 
given level of schooling, in the labour market. Both chapters, regardless of the variations 
in the sample frames and sampling methods, etc., emerge with the remarkably similar 
finding that family background has an enormous effect on the optimal length of schooling 
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and enrolment decision. Chapter 6 shows that inclusion of school quality measures into the 
model substantially reduces the family effect, thus indicating that family background also 
has a positive effect on the school choice. 

A number of the findings in Chapter 7 support this claim. In Chapter 7 we estimate a non-
conventional demand for schools function. This is unconventional in terms of the 
methodology applied. In this chapter we assume that schools differ from each other in 
quality (or their performance). We assume that school quality is a continuous variable. In a 
country such as Sri Lanka, with a substantial number of schools located within a small 
geographical area, this is a rather reasonable assumption. Thus far, our model is in line 
with Venti and Wise (1982). We further assume that quality of schools can be observed 
only up to a production technology with a known mathematical form. Assuming that 
school quality increases the utility, we then derive a demand function for quality of 
schooling. This model is estimated using Hotelling's (1936) canonical correlation 
technique. Our results clearly show that the choice of school quality is highly sensitive to 
the economic and education background of the family, academic environment of the 
community, and the distance travelled for schooling. This, together with the findings in 
Chapters 3 and 6, suggests that rich parents choose better schools for their children. A 
lower discount rate (due to high parental income) and a higher rate of return to education 
(due to better school background) leads them to report longer optimal length of schooling 
on average. 

Chapter 4 and the estimates of the parameters of the school quality index in Chapter 7 
reveal a different yet related story with the former analysis of educational performance. 
These two chapters analyse the issues related to school efficiency. 

Our interpretations of the school quality (performance) index in Chapters 4 and 7 show 
that schools are experiencing a decreasing return to scale. The size-elasticity is negative 
and substantial, indicating that the average school is over-crowded. Analysis in Chapter 4 
further shows that both average and under-privileged schools are over-crowded but the 
privileged schools are not. This reveals a need for resource re-allocation in the public 
schools in Sri Lanka. We further observe that the school production process in Sri Lanka is 
more teacher-input intensive. The elasticity of substitution between teacher and non-
teacher inputs is varying over different specifications. When the percentage of pupils who 
pass the OL exam is the output measure (Chapter 4), the elasticity of substitution is greater 
than one. This yields the conclusion that teacher and material inputs are closer substitutes. 
This is of course comparable with the conclusions in Chapter 7 as well. 

Analysis presented in Chapter 4 elaborates the disparities existing in educational 
opportunities and performances of schools. This analysis clearly shows that the disparity 
between districts, though not refutable, is smaller than the disparity across schools. This 
does not support the district-based university selection criterion. Our results show that if 
the objective of the district-based selection criterion is to compensate for the pupils with 
poor schooling backgrounds, the district-based selection system is counter-productive. It 
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favours the privileged schools located in under-privileged districts, while it discriminates 
against the average and under-privileged schools located in privileged districts. There is no 
variation of the latter two school types over districts. 

In Chapter 4 we further observe that only a quarter of the variation of school-performance 
in the OL examination is due to the directly observable factors such as teachers' quality 
and other material inputs. Three quarters of the variation is left unexplained. Therefore, the 
findings in this chapter are in line with conventional wisdom: highly dispersed facility 
distribution has nothing to do with the highly dispersed performance distribution. 

8.3 Policy Implications 

Throughout the book we consistently observe that family background has an enormous 
effect on all the aspects of education choice. Rich and educated parents choose better 
schools, their children stay longer in full-time education, they also have greater 
competence for passing the qualifying exams when they are young. When they work they 
also earn more than their poor counterparts. Finally, they will become the educated and 
rich parents of the next generation. In other words, the young children of rich and educated 
parents now will be the rich and educated parents in future because their parents are rich 
and educated. Surprisingly, this is observed even after 50 years of the current free 
education policy, which enables all Sri Lankans to receive a free public education from 
kindergarten to the university level. As is well-known, free or subsidised education is 
advocated in order to achieve mainly re-distributional targets of egalitarian states: to give 
education freely for those who cannot buy it. However, the results reported in this book 
consistently show that the free education policy in Sri Lanka has failed to keep children 
with economically and educationally-poor backgrounds, longer in full-time education. As 
a result, the present education system of Sri Lanka is subsidising the education of those 
who can pay for it. 

Breaking this vicious circle must be the prime concern of policy makers. Evidently, the 
credibility of the present free education policy is questionable. Two alternative policies are 
considered in this book: pay parents to send their children to school and improve the 
quality of education in all the schools throughout the country. 

In Chapters 3 and 6 we estimated the per-child compensation required for reducing the 
voluntary dropout to zero. This suggests paying a certain amount of money to the parents 
for sending their children to school until they become disqualified by the GCE (OL) at 
grade 11. According to our estimates, this requires a considerable amount of money. In the 
presence of heavy budget deficits, this of course would not be an attractive proposal for 
policy makers. 

The third policy option proposed by this book is to increase the quality of education and 
reduce the disparity between schools. Chapter 6 reveals several options open to policy 
makers in this endeavour: provide material facilities required for teaching and recruit more 
qualified teachers, for example recruit more graduates. The analysis in Chapters 4 and 7 
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provides more insights into these policy options. A careful look at the demand function 
estimated in Chapter 7 shows that the family and community education has the largest 
effect on the demand for school quality. Furthermore, according to section 5.5.7 of 
Chapter 5, 11 percent of pupils travel more than 5 kilometres (one-way) per-day for 
schooling. The aforementioned findings indicate that the uneven distribution of better 
schooling facilities plays a dominant role in determining the choice of school. Given that 
the chosen school affects educational performance, policy makers will have to consider not 
only improving the quality of education in public schools, but they will also have to 
implement measures to equalise educational facilities in every school in the country. This 
calls for a dramatic change in the current resource allocation policy in the education sector. 
In fact, at the moment there is no formal policy for resource allocation. Political interests 
seem to be the driving forces in such allocations. This mechanism unfortunately allocates 
more resources to popular schools and therefore worsens the disparity between schools. 
Findings in this book favour a policy of upgrading all schools such that a minimum quality 
standard is guaranteed in all the schools rather than an ad-hoc policy. 

Given that the upgrading of all the schools is the optimal policy intervention, the next 
question is which are the most effective ways to upgrade schools. Chapters 4, 6 and 7 shed 
some light on this issue. The recruitment of more qualified teachers and the provision of 
more material facilities required for teaching, which are popular policy options, are also in 
accordance with our findings in Chapters 6 and 7. The analysis in Chapter 4, which is 
based on countrywide school level data, supports the same policy option. 

In summary, this book identifies the need for upgrading educational facilities with a 
properly designed plan. This plan must incorporate a more equitable resource allocation 
mechanism. 

8.4 A Note on the On-Going Education Reforms 

The government of Sri Lanka appointed a special commission called the National 
Education Commission (NEC) to investigate the problems in the education system in Sri 
Lanka. This committee was appointed in 1991 and gathered information through a series 
of interviews, public hearings and memoranda received from professionals with regard to 
the said objectives. Based on the evidence collected by the NEC, the government of Sri 
Lanka appointed a task force to further look into the issue; this task force is assisted by 13 
technical committees. Based on the reports provided by these technical committees, the 
NEC submitted several proposals on the education reforms. These proposals are briefed in 
an NEC report in 1997. According to this report, the entire policy reforms are classified 
into five areas: Extending educational opportunities, Improving quality of education, 
Technical and practical skills, Teacher education, and Management of education and 
resource provision. 
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These proposals can be divided into three: proposals on pre-school child development, 
amendments and enforcement of new laws, and the proposals to improve the quality of 
education. 

One of the distinguishing characteristics of the new policy reforms scheme is that it has 
paid much attention to pre-school-child development. This is a rather new aspect in 
education policy reforms in Sri Lanka. The formalisation of the current pre-school and day 
care service such that a minimum quality of those services is guaranteed everywhere, 
encouraging private sector and non-governmental volunteer organisations (NGOs) to 
initiate new pre-schools and day care centres are the main characteristics of this policy. 

The new policy reforms scheme has also proposed amending the compulsory education 
law. This suggests increasing the compulsory schooling age to 14 years and establishing a 
more efficient mechanism to monitor its successful implementation. 

Under the quality improvements, the new policy package has several proposals: curricular 
reforms, training of teachers and principals and regular assessments of their work, 
changing the administration system of schools, allocating more material resources and 
providing funds for each school, and developing selected schools in each Pradeshiya 
Sabha1 area. 

Most of these proposals are in line with the findings in this book. Although a firm 
prediction of the success of these proposals is not yet possible, it is clear that the current 
proposal has identified at least the main problems of the education system. 

A mechanism for resource allocation and the provision of funds for each school is not 
clearly articulated at this time. However, the author takes a somewhat sceptical view 
regarding their implementation. According to the very brief discussion available in the 
NEC Report (1997), it seems that the funds will be allocated on a per-pupil basis. The 
view developed through this book questions whether this mechanism will replace or 
reinforce the role of school development councils in prolonging the disparity between 
schools. Perhaps the existing disparities will be reinforced by the proposed Senior 
Management Group (SMG) concept. The SMG will have the role of school management; 
it is constituted by six separate bodies: school principal, a nominee by the department of 
education, representatives of teachers, representatives of parents, alumni, and benefactors. 
According to the analysis of this book, it is more likely that the parents, alumni and 
benefactors in privileged schools are richer and more influential than their counterparts in 
under-privileged schools. This will definitely increase the disparity between schools. With 
regard to improving the quality of education, this book emphasises that quality 
improvement by itself will not be sufficient. It must be accompanied by a mechanism for 
reducing the disparity between schools. Fortunately, the new reform scheme recognises 
that the schools located in disadvantaged areas (plantations, remote villages in rural 

Pradeshiya Sabha is an administration division smaller than a district. A district consists of a number of 
Pradeshiya Sabhas. 



162 Chapter 8: Summary and Conclusions 

sectors, the coastal belt, and disadvantaged communities in urban locations) must be 
developed under special programmes. Therefore, the success of the proposals to improve 
the quality of education will depend entirely on the success of these special programmes. 
We further emphasise that identifying schools by disadvantaged areas would be 
misleading. A new criterion has to be developed to classify schools. The school 
classification defined in this book (Chapter 4) is too simple for the Sri Lankan context. We 
recommend using more information for the classification rather than relying on one 
variable. 

8.5 Limitations and Recommendations 
8.5.1 Limitations 

The analysis in this book is subject to several limitations. Therefore, one has to be very 
cautious in interpreting the results and drawing policy implications based on these research 
findings. These limitations are twofold: limitations of the analytical structure of the book 
and data limitations. This book deals with some important issues related to the education 
system of Sri Lanka. Namely, we have examined factors determining choice of school, 
educational performance at the individual level, efficiency of schools level, and the 
disparities in educational opportunities and quality of service. However, this does not 
mean that what we have left out from the analysis is less important. 

For example, in our analysis of educational performances, we concentrated only on school 
enrolment and length of schooling decisions. In the literature, many different variables 
have been used to measure the educational achievements. These variables, in fact, cover 
different dimensions of the educational performance. For example, exam scores, some 
measures of personality traits, and earnings have been used by many researchers [See 
Chapter 2 for details]. In this book, although we have estimated a very simple version of 
an earnings function (Appendix to Chapter 3) and some preliminary analysis of exam 
scores (Chapter 5), the analysis mainly concentrates on school enrolment and length of 
schooling. This essentially calls for a comprehensive analysis of the other educational 
performances. 

Another aspect of the educational choice that we have ignored in this book is the demand 
for private tuition education. This is a very specific situation in Sri Lanka and has now 
become an issue of public debate. While some interest groups ask for the prohibition of 
private tuition education, one of the important questions in this regard is why do parents 
spend so much on private tuition when the education is freely available in all public 
schools in the country. One can argue that they do so because the education that their 
children can receive from public schools is not adequate for them. In this case, private 
tuition is a substitute for a poor quality of education available in public schools. The 
government can control the expansion of tuition education by improving the quality of 
education in public schools. However, the same can happen if the exams are highly 
competitive. Pupils seek extra knowledge in order to gain comparative advantages in 
competitive exams. As we already saw in Chapter 5, nearly 1.5 percent of parental 
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monthly income is spent on private tuition, and a recent tendency to increase "international 
schools" may reveal the dissatisfaction of Sri Lankan parents concerning public school 
education. 

The school choice problem is also not fully articulated in this book. In this study (and all 
other available literature as well), we have examined the school choice of a sample of 
cross-sectional observations for a fixed time period. However, the inter-temporal aspect of 
school choice is not less important. For example, in all the school choice models it is 
presumed that pupils do not change the school once it has been selected. This is an over 
simplification of the problem. Particularly in the context of Sri Lanka, one can presume 
that the pattern of demand for schools for the pupils studying below year 5 are different 
from those who study above year 5. This is because of the scholarship exam held at year 5. 
It is common knowledge that the parents of the former group have two options: either to 
find a reputed school with both primary and upper secondary levels, or find a reputed 
school for the scholarship exam and then encourage the child to pass the scholarship exam, 
which in turn helps parents find a reputed school for secondary and upper secondary 
education. However, the parents of the latter group will always have to find a school 
reputed for upper secondary education later on. In fact, from the visits to some of the 
schools during the survey rounds, we learned that schools reputed only for the scholarship 
exam face difficulties in the grades above year 5. The students from these schools who 
pass the scholarship exam leave for other schools to further their education. Also among 
those who failed the scholarship exam, many will attend other schools, depending on their 
parents' ability to find a school. The large majority of pupils who will remain in these 
schools are on average less motivated and less talented. The teachers' attitude towards 
these students is also very pessimistic. This changes the status of those schools from 
popular at the primary level to unpopular at the secondary and upper levels if these classes 
are available in those schools. This further questions the productivity of these schools. 
They are very productive at certain levels and unproductive at other levels. We have not 
addressed this issue in this book, because of the unavailability of data and the time 
constraint, which has hindered the possibilities for collecting new data for this purpose. 
However, this is one of the vital issues of the education system of the country. 

Curricular reforms and the relevance of the curriculum to labour market requirements is 
another thought-provoking issue related to the education system of Sri Lanka, but this too, 
is beyond the focus of this book. 

Apart from the limitations of the analytical framework, the findings here are also affected 
by the data limitations. For example, the analysis of school enrolment in Chapters 3 and 6 
is based on cross-sectional data sets. These surveys collect information from individual 
respondents at a certain time in the life cycle. In that case, information of the school 
enrôlées are up-to-date. We have the information about them at the time they make their 
decision to attend full-time education. However, for those who have left school, 
information is not up to date. They have left school some time ago. Sample surveys in 
general do not gather the information related to that time period unless the questions are 
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designed retrospectively. This led us to assume that the economic, demographic and social 
aspects of those respondents who have left school were not subject to a dramatic change 
over time. In order to have a perfect analysis of this issue one requires a panel of 
individual information. 

Limited information about the school quality is another drawback. However, this is all that 
is available from the school census. Chapter 6 re-analyses the enrolment and length of 
schooling decision with a different data set. Although this has overcome some of the 
limitations of the analysis in Chapter 3, it is not easy to generalise the results obtained 
from a given district for the entire country. Again, even in the countrywide surveys and 
censuses that we have used in this analysis, data is not available for North and Eastern 
provinces of the country, where the ethnic minorities are the majority of the entire country. 
Ethnic minorities in our samples are mainly from the estate plantation sector, where the 
living standards and values are highly different from those of the rest of the country. 
Therefore, one has to be careful when interpreting the ethnic dummies in our models. 

8.5.2 Recommendations 

The limitations of the conceptual framework of this study lead us to recommend a 
separate analysis of the issues not covered by this book. For example, demand for private 
tuition, family expenditure for education, inter-temporal aspects of demand for schools, 
the effects of uncertainty on optimal choice of education, and relevance and reforms of the 
curriculum are particularly noteworthy. Policy-related issues at the macro level are also 
highly interesting. An analysis of the disparities between schools, as well as the 
classification of schools as privileged or under-privileged based on a multidimensional 
criterion, would be highly relevant endeavours. 



Samenvatting (Summary in Dutch) 

Onlangs heeft Sri Lanka de 50e verjaardag van zijn politiek van gratis onderwijs gevierd. 
Het stelsel van gratis onderwijsvoorzieningen maakt het voor alle Sri Lankanen mogelijk 
om gratis openbaar onderwijs te genieten vanaf het eerste jaar van de basisschool tot en 
met de universiteit. Andere onderdelen van het onderwijsbeleid bestaan eruit dat er van 
tijd tot tijd (indirecte) prikkels aan leerlingen en studenten worden gegeven. Voorbeelden 
hiervan zijn gratis maaltijden, gratis studieboeken en gratis uniformen. Verder vallen bijna 
alle studenten onder een scholarship programme. Het moge duidelijk zijn dat al deze 
maatregelen er voor zorgdragen dat de directe kosten van het onderwijs sterk omlaag 
gebracht worden. Het doel van dit genereuze beleid is dat ook het arme gedeelte van de 
bevolking in staat wordt gesteld onderwijs te genieten zonder dat dit voor hun tot 
onaanvaardbare lasten leidt. De afname van de directe kosten zet de armen er 
waarschijnlijk toe aan langer voltijds aan het onderwijs deel te nemen dan anders het geval 
zou zijn. 

Echter, de bewijzen die in dit boek gerapporteerd worden zijn eerder pessimistisch over de 
mechanismen van dit beleid. We vinden dat de achtergronden van een gezin een groot 
effect hebben op de gevolgde opleiding. Enigszins verrassend is dat dit zelfs vijftig jaar 
nadat het beleid is opgestart nog steeds gevonden wordt. In dit boek hebben we sterke 
bewijzen dat de achtergrond van een gezin gevolgen heeft voor de instroom in het 
onderwijs en voor de onderwijsduur. De bewijzen voor het belang van de achtergrond van 
een gezin voor de examencijfers en de opleidingsrichting die gekozen wordt, zijn minder 
sterk. 

In de theorie van het menselijk kapitaal kan de achtergrond van een gezin beslissingen 
over onderwijs beïnvloeden via de effecten op de getalenteerdheid of op de kosten van 
onderwijs. Onzekerheid zal het belang van de achtergrond van een gezin vergroten, omdat 
rijkeren het zich makkelijker kunnen veroorloven om riskante investeringen te doen dan 
armen. Deze theorie geeft een eenvoudige verklaring voor de puzzel die door de eerder 
genoemde empirische resultaten is veroorzaakt. De theorie zegt namelijk dat degenen die 
stoppen om andere dan financiële redenen hun keuze niet zullen veranderen indien de 
mogelijkheid tot het volgen van gratis onderwijs bestaat. Diverse bijzondere gevallen 
verdienen speciale aandacht. Als talent positief gerelateerd is met de achtergrond van een 
gezin, dan stoppen armen eerder met onderwijs omdat ze minder capabel zijn. Dit is het 
elite model van Becker. In dit geval zal gratis onderwijs de optimale scholingsduur van 
zowel rijk als arm verlengen. Echter het zal de ongelijkheid niet verminderen, tenzij de 
minder getalenteerden extra prikkels ontvangen. Verder zal in dit geval ook de 
inkomensongelijkheid altijd blijven bestaan, omdat de minder getalenteerden een lager 
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rendement van scholing hebben. Het andere uiterste is dat mensen verschillende 
scholingsduren rapporteren i.v.m. kostenfactoren. Iedereen is even capabel, mensen 
verschillen alleen t.a.v. hun kostenfuncties. In dit egalitarian model reduceert gratis 
onderwijs de directe kosten aanmerkelijk. In ogenschouw nemend dat er vele kostenposten 
zijn naast het schoolgeld, zien we direct de grenzen van het gratis onderwijsbeleid. Naast 
het schoolgeld zijn er aanzienlijke aanvullende kosten, een individu-specifieke 
disconteringsvoet en alternatieve kosten. Als deze kostenposten negatief samenhangen met 
de achtergrond van een gezin, dan zal gratis onderwijs niet noodzakelijkerwijze de armen 
ten goede komen. Het zou zelfs kunnen dat het beleid het tegengestelde effect heeft. 

In de loop van de analyse geeft dit boek enkele overtuigende argumenten die aantonen dat 
er verschillen tussen scholen bestaan. In het bijzonder blijkt de variatie tussen scholen veel 
groter te zijn dan de variatie tussen districten. Voor het beleid betekent dit dat de 
toelatingscriteria voor universiteiten, die momenteel op districtsbasis worden vastgesteld, 
niet optimaal zijn vanuit een gelijkheidsbeginsel. Het begunstigt bevoorrechte scholen in 
de minder bevoorrechte districten. Deze conclusie suggereert een andere bron van variatie 
in de optimale scholingsduur: de faciliteiten waarover scholen kunnen beschikken. 

Empirische gegevens in dit boek tonen dat de faciliteiten van een school een positief effect 
hebben op de optimale scholingsduur. Daarnaast heeft de achtergrond van een gezin een 
positief effect op de keuze voor opleidingsfaciliteiten. Dit versterkt het belang van de 
achtergrond van een gezin voor de scholing. 

Alles samengenomen suggereert dit boek dat gratis onderwijs niet voldoende is om het 
belang van de achtergrond van een gezin voor de opleiding die genoten wordt teniet te 
doen. Onze bevindingen wijzen er voortdurend op dat rijken er beter in slagen om de 
voordelen van het onderwijs te genieten, dat ze relatief lage kosten hebben, en - meest 
opvallend - dat het bestaande patroon van de verdeling van opleidingsfaciliteiten 
comparatieve voordelen die rijken hebben nog versterkt. Dit onderzoek vraagt om een 
meer evenwichtige verdeling van de faciliteiten waarover scholen kunnen beschikken en 
een subsidie die op het individu is afgestemd, boven een stelsel van algemene subsidies 
voor iedereen zoals gratis onderwijs. 
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