
 
Efficiency Of Public Expenditure On Education:  

Comparing Croatia With Other NMS 

 
 
 

Milan Deskar-Škrbić  

Senior Macroeconomic Analyst 

Erste&Steiermarkische bank  

PhD candidate  

Faculty of Economics Rijeka 

Croatia 

 

Amina Ahec Šonje 

Vice Dean 

University College Effecus 

Croatia 

 

Velimir Šonje 

Director 

Arhivanalitika Ltd 

Croatia 

 

 This work has been supported by the Croatian Science Foundation under project Public Finance 
Sustainability on the path to the Monetary Union (IP-2016-06-4609) 

12th International Technology, Education and Development Conference 
Valencia, Spain 

5-7 March, 2018 



Background 
Motivation 
• Modern economies are becoming more knowledge-intensive and service-oriented, which 

makes human capital more important than ever for mid-term and long-term growth 

• Thus, education, the main channel of governments’ influence on human capital formation, 
became important research subject in the field of economic growth 

• Public expenditure on education is one of the most sizeable functional government 
expenditures so it has substantial impact on allocation of resources 

• Developed societies need more educated people to contribute to further technological 
advancement 

• On the other hand, sizeable fiscal deficits and public debts call for higher fiscal responsibility 
and increased efficiency of public expenditures. The policy attitudes regarding this trade-off 
are different across the EU member states 

Existing literature 
• Literature on endogenous economic growth (e.g. Wossemann, 2008; Krueger and Lindahl, 

2001; Sianesi and Van Reenen, 2003) 

• Educational efficiency (e.g. Afonso and Aubym. 2006; Aristovnik, 2013;  Aristovnik and 
Obadić, 2014) 



Methodology 
Data Envelopment Analysis (DEA) 

• DEA is a deterministic, non-parametric, linear programming technique 
that provides a piecewise frontier by enveloping the observed data points, 
and yields a convex production possibilities set 

• Popularized by Charnes et al. (1978) 

• DEA score reflects the distance between the respective data point, in this 
paper a country, and the best practice point which lies at the frontier 

 

 



Data 
Data sources 

• Research is based on publicly available secondary data obtained from the 
web sites of international institutions 
– Data on PISA results were obtained from OECD database 

– Data on expenditure on secondary education were obtained from UNESCO database on education 
and data on expenditure for tertiary education are from the World Bank database on education 
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Conclusions 
Conclusions – Croatia in focus 

• Input-oriented DEA approach used in this research showed that Croatian 
educational system is a laggard among NMS. Problem is especially pronounced in 
tertiary education 

• The result is robust and in line with the most of previous empirical tests. In general 

• The finding is that there is a room for substantial reduction of inputs, up to 10%, 
and the results suggest that such savings of public funds might be attainable 
without significant deteriorations of educational outputs 

• Policy relevance: allocative inefficiency of use of public resources is always a cause 
of concern 

Methodological limitations 

• Measuring output in secondary education by average PISA scores of three 
dimensions involves significant error when there are large variations in results 
across dimensions. Indeed, this is the case in Croatia 

• DEA’s strict separation of inputs from outputs in a complex system such as 
education is artificial 
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