
EVERY GENERATION GOES THROUGH TRANSITIONS. For infants, it is the 
process of weaning. For those about to enter the “golden years,” it is 
the process of retiring. For what this Report has been calling the next 
generation of workers, households heads, and leaders, the following 
fi ve transitions can be anticipated:

• Learning as adolescents and young adults

• Beginning to work

• Taking risks that impact health

• Forming families

• Exercising active citizenship

When and how these transitions occur vary enormously across 
countries. But the patterns can be represented in a highly stylized 
(but empirically based) way in the fi gure. At the age of 12, most chil-
dren are in school. They start to leave school shortly thereafter and 
almost all are out by age 24. Children begin to work at an early age 
in developing countries but most do not work full time until they 
are at least teenagers. Young people also begin to engage in risk-
taking behaviors, such as having sex, smoking, trying drugs, which 
have possible health implications. Young people start puberty early 
but form families later. Finally, young people gradually begin to make 
themselves heard outside the family and to exercise citizenship.

The chapters in this part of the Report discuss how countries can 
address the challenges posed by these overlapping transitions, by pass-
ing country policies through the three lenses of opportunity, capabil-
ity, and second chances.

Transitions
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The young founders of Grupo Cultural Afro 
Reggae, after losing many friends to the vio-
lence and drug trade in the favelas of Rio de 
Janeiro, decided that a teenage death should 
no longer be accepted or expected. They 
created a program of music, dance, and cul-
tural workshops to steer children and youth 
away from the drug trade and violence of 
the favelas—and to break down stereotypes 
and communicate with broader society. 
(http://www.afroreggae.org.br/) 
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Young people need to acquire the right 
knowledge and skills to become productive 
workers, good parents, and responsible citi-
zens. Learning takes place in many environ-
ments—home, school, the workplace—but 
most investments in learning take place in 
schools. Those investments need to happen 
during childhood and adolescence, and the 
investments in adolescence are needed to 
make earlier investments pay off. 

Despite great progress in primary school-
ing in developing countries, the preparation 
of youth for work and life is very low, just as 
demand for skills and knowledge is rising. 
Past education policies focused on increas-
ing the number of people who go through 
the education system, rather than learning 
that takes place in schools. This chapter 
asserts that, to improve the skills of young 
people for work and life, education oppor-
tunities must be made more relevant to the 
needs of all young people as learners and 
future workers, parents, and citizens, and 
young people need to be provided with the 
tools to develop their capabilities so they 
can make the most of opportunities. 

This involves improving educational 
preparation for adolescence by providing 
quality basic education (including lower sec-
ondary) for all. It also involves meeting the 
growing demand for postbasic skills, by pro-
viding diverse and fl exible learning options 
in upper secondary and higher education; 
by implementing a relevant curriculum that 
teaches practical subjects, thinking skills, and 
behavioral skills; and by connecting school 
and work. To be successful, these reforms 
must be abetted by teachers who are well-
prepared and motivated as well as schools 
that are accountable for student learning.

Education opportunities are not enough 
when young people cannot benefi t from 
them. Young people make important deci-

sions about their own education, but face 
constraints in doing so. Enabling them to 
make better education choices requires 
developing their behavioral skills and 
involving them as stakeholders in their own 
education, as well as providing better infor-
mation about learning options and the job 
market and providing the fi nancial incen-
tives to make better choices.

Learning opportunities need to be pro-
vided for all, including young people who 
failed to acquire basic skills the fi rst time 
around. Society cannot afford to neglect 
them—without second chances, these 
young people and their families would 
be condemned to poverty. Governments 
should therefore develop a system of reme-
dial education, equivalency programs, liter-
acy programs, and skills training that takes 
into account the diversity of these young 
people.

Educational preparation of 
youth for work and life is low
The demand for workers with postprimary 
education, particularly tertiary education, is 
increasing as a result of skill-based techno-
logical change and the growing importance of 
knowledge (chapter 1). Rising primary com-
pletion rates are substantially increasing the 
number of potential secondary-school goers. 
At the same time, many children in South 
Asia and Sub-Saharan Africa drop out before 
completing primary school (or never start).

The transition to secondary school 
remains a barrier around the world, even 
in countries with high primary completion 
rates. Why? Because of demand factors—
low levels of preparedness, the perceived 
irrelevance of secondary schooling, and the 
high direct and indirect costs—and because 
of low physical access to secondary schools. 

c h a p t e r
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The transition to secondary school is espe-
cially a problem for the poor (fi gure 3.1). 
In middle-income countries such as Indo-
nesia and Thailand, the poorest 40 percent 
experience a sharp drop in the proportion 
completing the transition from primary 
to secondary; in poorer countries such as 
Nicaragua and Senegal, the drop in comple-
tion rates begins earlier, before plunging 
even faster during the transition. In many 
countries, particularly in South Asia and 
Sub-Saharan Africa, gender differences tend 
to get accentuated in the transition to sec-
ondary school and remain large.

The educational preparation of youth 
for work and life is very low in develop-
ing countries, particularly among the poor. 
The average performance of adolescents in 
the poorest countries on Programme for 
International Student Assessment (PISA) 

tests—which evaluate 15-year-olds’ abili-
ties to apply basic skills—is approximately 
20 percent lower than the Organisation for 
Economic Co-operation and Development 
(OECD) average of 500 (fi gure 3.2), and 
worse for the poorest quintile of the stu-
dents in these countries. In some countries, 
such as Mexico, performance is substantially 
lower than in others at similar incomes. 

These numbers are all the more worri-
some because the students in these assess-
ments are a select group. Those who have 
already dropped out of school—likely the 
poorest and lowest performing—are not 
included. In Brazil, only slightly more than 
60 percent of 15-year-olds are in school 
in grades 7 and above. These low levels of 
learning achievement in secondary schools 
refl ect in part the failure of primary and 
secondary schools to provide the basic skills 

Source: http://econ.worldbank.org/projects/edattain. Kaplan-Meier estimates based on nationally representative samples of 10- to 19-year-
olds.
Note: The richest 20 percent and poorest 40 percent are derived from an index of assets and housing characteristics. Secondary school 
typically starts in grade 7.

Figure 3.1  The transition to secondary school is a stumbling block for many young people
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needed for work and life. They also refl ect 
inequalities in access to good schools. Most 
of the difference in test scores between 
the poor and the rich is explained by their 
attending different schools.

The many children who stop in primary 
school or drop out before completing it 
acquire only minimal skills along the way. 
In Mali, only about 20 percent of 15- to 19-
year-olds had completed the primary cycle 
of six years of schooling—of those, only 60 
percent could read a simple sentence (fi g-
ure 3.3). In Nepal 15- to 19-year-olds who 
had completed the fi ve years of the primary 
cycle could typically read a sentence—but 
among the close to 30 percent who make it 
no further than grade 3, fewer than 60 per-
cent could read a sentence. 

Rising demand for postprimary educa-
tion and poor preparation for work and life 
pose three policy challenges: 

• Expanding postprimary learning oppor-
tunities to meet increasing demand, while 
increasing the readiness for, and quality of, 
postprimary education. Although the mea-
sured expansion of secondary education 
opportunities (that maintain a minimum 
level of quality) is most relevant for coun-
tries with increasing demand for second-
ary education (Brazil, Mexico), improving 
learning achievement is most relevant for 
countries with high secondary education 
coverage (Hungary, South Africa). 

• Enhancing young people’s ability to make 
the most of these opportunities by alleviat-

Source: Authors’ analysis of PISA data.
Note: Countries ordered by gross national income (GNI) per capita in 2003, from lowest to highest.
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Figure 3.2  Learning achievement in poor countries can be very low

Source: http://econ.worldbank.org/projects/edattain and additional authors’ analysis of Demographic and Health 
Surveys data.
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ing the decision-making, information, and 
fi nancial constraints they face. This chal-
lenge is most relevant in countries where 
the opportunities exist (secondary schools) 
but many young people do not take advan-
tage of them (Morocco, Thailand). 

• Providing second-chance learning oppor-
tunities for out-of-school youth who lack 
the basic skills for work and life, which 
is most relevant for countries with sig-
nifi cant numbers of young people who 
never went to school or dropped out 
before completing primary school (Paki-
stan, Senegal). 

A solid foundation: 
Improving the readiness 
for postprimary education
Learning is a life-cycle process, in which the 
timing and continuity of investments mat-
ter.1 Investments in learning need to happen 
during childhood and adolescence; failures 
to invest at this stage are very costly to rem-
edy later. Learning is most intense in child-
hood and adolescence, when physical and 
intellectual capabilities are growing rapidly. 
From a neurological perspective, childhood 
and adolescence are critical periods for the 
normal development of most skills—there 
is no good substitute for investments during 
these years (see defi nition 3.1 of skills and 
knowledge). For example, language skills 
are much more easily acquired by children 
than adults. Different abilities are formed at 
different stages of the life cycle—although 
language skills are hard to develop after 
adolescence, behavioral skills (such as moti-
vation, persistence, self-confi dence, and self-
discipline) can still be developed through a 
person’s early twenties (box 3.1).2

Because learning is cumulative, invest-
ments in learning during childhood and 
adolescence have larger returns than later 
investments because they increase the pro-
ductivity of those later investments. For 
example, early childhood interventions can 
increase subsequent learning achievement. 
Also, the impact of job training programs 
on earnings is typically larger for those who 
have more schooling.3 Investments during 
adolescence are also needed to make child-

hood investments pay off. For example, the 
effect of preschool interventions on learn-
ing achievement may not persist without 
appropriate further schooling investments. 
In the U.S. Head Start preschool program, 
the initial improvements in test scores often 
vanish among children who attend poor 
quality schools.4 

Investments during early childhood reap 
signifi cant dividends, and can reduce the 
intergenerational transmission of inequal-
ity. Many young children in developing 
countries suffer profound defi cits in nutri-
tion, health, and cognitive and socio-emo-
tional development very early in their lives, 
with lifelong consequences for educational 
achievement, employment, and earnings.5 
A study in Ecuador demonstrates that large 
differences in language acquisition among 
children from different socioeconomic 
backgrounds become larger as they mature, 
partly because of differences in child health 
and parenting skills.6 Programs that com-
bine health, parenting skills, and preschool 
education are likely to be most success-
ful, and rigorous evaluations of programs 
in Argentina, Jamaica, and the Philippines 
demonstrate their effectiveness in devel-
oping countries.7 Such programs must 
be combined with efforts to improve later 
education for those investments to have the 
greatest effect. 

Early entry, adequate progress, and 
learning basic literacy and numeracy 
in primary school are keys to success in 
postprimary education. In many countries, 
however, youths are still attending primary 
school, particularly in Africa and Latin 
America. The proportions of primary stu-
dents beyond the primary school age are 34 
percent in Brazil, 28 percent in Kenya, and 
27 percent in the Lao People’s Democratic 
Republic.8 Overage enrollment is mainly 
due to repetition in Brazil, late school 
entry in Kenya, and a combination of the 
two in Lao PDR. In rural Bangladesh, late 
school entry and grade repetition in pri-
mary school reduce the chances of going to 
secondary school and completing it. Mak-
ing school entry at age 6 compulsory and 
secondary school more available increase 
the chances of starting secondary school.9 

The types of skills discussed in 
this Report include thinking skills 
(critical and creative thinking), 
behavioral skills (perseverance, 
self-discipline, teamwork, the 
ability to negotiate confl ict and 
manage risks), specifi c knowl-
edge (including numeracy and 
literacy), and vocational skills (a 
mix of specifi c knowledge and 
skills to perform jobs that rely on 
clearly defi ned tasks). 

Basic skills denote the set 
of minimal abilities needed for 
further learning, work, and life, 
including numeracy and literacy 
and basic levels of behavioral 
skills such as perseverance, self-
discipline, and self-confi dence. 
Postbasic skills include thinking 
skills, higher order behavioral skills 
(decision-making skills, teamwork, 
the ability to negotiate confl ict 
and manage risks), specifi c knowl-
edge applied to real-life situations, 
and vocational skills.

D E F I N I T I O N  3 . 1  
Skills and knowledge
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Improving the quality of primary educa-
tion requires a renewed emphasis on basic 
literacy and numeracy combined with some 
of the policies mentioned later in the chap-
ter, such as student-centered teaching meth-
ods, teachers who are well-prepared and 
motivated, and schools that are accountable 
for student learning. Supplementary reme-
dial education can also play an important 
role (see second chances section). 

Enhancing postprimary 
education opportunities
The postprimary education system should 
serve the diverse needs of young people as 
learners and future workers, parents, and 
citizens. This section shows what is needed 
to do this: 

• Provide quality basic education (primary 
plus lower secondary) for all, as well as 

a diverse and fl exible menu of learning 
options, so that young people can fulfi ll 
their potential. 

• Make school curricula more relevant 
by teaching practical subjects, think-
ing skills, and behavioral skills as well 
as blending the academic and voca-
tional curricula in upper secondary. In 
addition, strengthening the connection 
between school and work facilitates the 
school-to-work transition. 

• Hire motivated and well-prepared teach-
ers and make schools accountable for 
student learning to ensure success of 
education reform. 

• Implement cost-sharing strategies, public-
private partnerships, and effi ciency-
enhancing mechanisms to fi nance the 
expansion and improvement of postpri-
mary education.

Some high IQ people can fail in life because they 
lack self-discipline, while low IQ individuals can 
do well thanks to motivation and persistence. 

Several studies in countries as diverse 
as India and the United States show that job 
stability and dependability are the traits most 
valued by employers. Yet academic and policy 
discussions focus almost exclusively on mastery 
of specifi c knowledge. Although it is some-
times believed that behavioral skills cannot be 
measured, psychologists have developed tests 
to measure these skills—and they are used by 
companies to screen workers.10

Behavioral skills, developed from a very early 
age through late youth, have long-lasting effects 
on schooling, work, and social outcomes. They 
incorporate many traits, including motivation, 
persistence, self-discipline, self-confi dence, and 
the ability to weigh options and come to a deci-
sion (decision-making skills). They also include 
social skills, such as teamwork and the ability to 
negotiate confl ict and to resist peer pressure.

Signifi cant differences in behavioral skills 
appear across income levels at early ages and 
persist over time. The long-term impacts of early 
childhood interventions come mainly from 
the social skills and motivation they impart to 
children and the better home environment they 
produce. In the United States, behavioral skills 
measured at ages 14–24 reduce the probability 
of dropping out of high school and increase the 
probability of attending college, which in turn 

leads to higher wages. They affect employment 
and the choice of occupation. They also lead to 
signifi cant declines in smoking, marijuana use, 
participation in illegal activities, and teenage 
pregnancy and marriage.

School-based programs
School-based mentoring programs provide 
evidence of the malleability and importance of 
behavior in adolescence. A randomized impact 
evaluation of the Big Brother–Big Sister mentor-
ing program in the United States shows that it 
reduced the likelihood to have initiated drug or 
alcohol use, to hit someone, to miss school, or 
to lie to parents. It also led to higher grades and 
greater competency in school and work. The 
Quantum Opportunity Program, which offered 
disadvantaged minority students long-term 
mentoring and fi nancial incentives for activities 
aimed at improving social and labor market 
skills, led to higher high school graduation rates 
and lower arrest rates. Such programs have not 
yet been tried in developing countries. 

Several classroom-based programs to teach 
behavioral skills directly have also produced 
persistent effects in controlled studies in the 
United States and the Netherlands. Their sucess-
ful role in reducing risky health behavior has 
been most frequently evaluated, but they also 
improve academic and other behavioral out-
comes. Such programs often have curricula and 
teaching methods that can be adapted to other 

country contexts. The Lion’s Quest program in 
the United States is being tried in Japan, and 
nonformal teaching methods are being used by 
many programs in many developing countries, 
although none been well evaluated yet (see 
box 3.2). 

Programs outside school
The Make a Connection program strengthens 
the connections of young people to their com-
munities, to their families and peers, and to 
themselves by developing such behavioral skills 
as self-confi dence, motivation, teamwork, and 
confl ict management, as well as critical and 
creative thinking skills; together they are often 
referred as “life skills.” It operates in 25 countries, 
including Brazil, China, the Russian Federation, 
and South Africa, adapted to local needs. In the 
Philippines, it targets indigenous out-of-school 
youth. The program lasts for about 13 months 
and includes training in identity, cultural appre-
ciation, and leadership, after which participants 
identify livelihood projects and are eligible for 
loans to fi nance them. Self-reported retrospec-
tive information reveals signifi cant effects on 
employment, school reentry, and community 
service.

Sources: Bowles and Gintis (1976); Carneiro and 
Heckman (2003); Cunha and others (2005); Hahn 
(1999); Hahn, Lanspery, and Leavitt (2005); Heck-
man, Stixrud, and Urzua (2006); Schweinhart, Barnes, 
and Weikart (1993); Sternberg (1985); and Zins and 
others (2004).

B O X  3 . 1   The ignored side of skills development: Building behavioral skills 
for school, work, and life
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Expanding options and 
improving the organization 
of postprimary education
Providing basic education for all. Countries 
can provide all youth with basic skills for 
work and life by deferring selection and spe-
cialization until after lower secondary and by 
making lower secondary school part of the 
basic and compulsory education cycle. Inter-
national test scores show that early tracking 
signifi cantly increases inequality in learning 
achievement—and reduces learning.11 The 
secondary education reform in Chile moved 
all vocational specialization to the upper sec-
ondary school. This allows time for building 
a solid academic base for later occupational 
specialization. Deferring selection and spe-
cialization can be combined with compul-
sory schooling laws, which have been shown 
to have a positive effect on educational 
attainment and other social outcomes.12 

In Tanzania and Tunisia, using entrance 
exams to strictly ration the number of 
students progressing to secondary led to 
overcrowding in primary school and lower 
student performance overall.13 Early track-
ing or selection may also create or perpetu-
ate social exclusion, as in some Caribbean 
countries that sort students into better and 
worse schools according to test scores, each 
with a different uniform.14 Where there 
are fi scal constraints on expanding lower 
secondary, more places can be created by a 
combination of sharing costs (with a com-
pensating demand-side mechanism for the 
poor) and working with the private sector 
(see fi nance section below). For example, 
Tanzania discouraged private schools, but 
Kenya allowed them and even provided 
some subsidies—and during the 1960s and 
1970s secondary school enrollment in Kenya 
expanded much faster than in Tanzania.

Building schools can meet increases in 
demand for secondary education, but these 
investments will not necessarily increase 
school participation or reduce inequal-
ity in many developing countries. A study 
using data from 21 developing countries 
shows that most rural residents live within 
fairly easy reach of a formal primary school 
but not a secondary school.15 It fi nds there 
is typically a small negative relationship 

between school participation and distance 
to secondary school, and little evidence 
that increasing school availability reduces 
inequality in enrollment by household 
wealth or gender. 

Diversifying education options while ensur-
ing quality. Upper secondary and higher 
education have to accommodate diverse 
student needs, interests, and capabili-
ties—diversity that increases as they expand 
and become mass systems. The vocational 
education sector in developing countries 
is small (22 percent of student enrollment) 
relative to that in OECD countries. Upper 
secondary is still heavily directed to more 
academic university degrees, with programs 
oriented to the labor market playing a mar-
ginal role. However, graduation rates are 
higher in systems geared to work (Malaysia) 
than in those geared to university (Argen-
tina and Chile).16 

Higher education is also heavily con-
centrated on more academic university 
degrees, though this is slowly changing with 
the appearance of new institutions, includ-
ing technical institutes offering short-term 
degrees, community colleges, polytechnics, 
distance education centers, and open uni-
versities. Shorter and more occupationally 
oriented programs have half or more of the 
students in China, Jamaica, Malaysia, and 
Zimbabwe.17

The expansion and diversifi cation of 
postprimary education systems can be 
greatly facilitated by reaching out to the 
private sector through public-private part-
nerships. Governments should encourage 
private participation while ensuring quality 
standards. The share of the private sector is 
larger in higher education (33 percent) than 
in upper secondary (25 percent).18 In upper 
secondary, the share has remained stable 
or declined in most countries, but it has 
increased in tertiary, especially in Brazil and 
Peru. Despite some positive trends, there is 
still more room for private sector involve-
ment in postprimary education. 

Public-private partnerships allow sys-
tems to expand in a fi scally constrained 
environment, particularly in the more 
expensive tertiary sector, and improve 
learning outcomes and effi ciency overall by 
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increasing choices and injecting competi-
tion. For that competition to work, public 
institutions need suffi cient autonomy and 
resources to manage for results (see fi nance 
section below) and private institutions need 
to be accountable for meeting well-defi ned 
quality standards.

Several studies conclude that govern-
ments should provide information and qual-
ity assurance while promoting diversity.19 
Few developing countries have accreditation 
and evaluation systems for higher education, 
resulting in a proliferation of low-quality 
private providers (as in Cambodia). Chile 
and the Republic of Korea set quality stan-
dards lower at the entry point (licensing) 
to give new institutions the chance to grow, 
and later make the standards more stringent 
(accreditation) for both public and private 
institutions to allow fair competition. 

A fl exible education system. Diversifi ed 
postbasic education systems need enough 
fl exibility to allow students to experiment and 
develop their full potential. Open systems can 
facilitate student mobility by recognizing rel-
evant prior experience, degree equivalencies, 
and credits earned elsewhere. Recent reforms 
in secondary education have upgraded pre-
viously terminal vocational tracks, allowing 
vocational education graduates entry to ter-
tiary education after taking school-leaving 
examinations. For example, vocational grad-
uates in South Africa and Tunisia can now 
qualify for any higher education institution.

For tertiary education, many institutions 
throughout the world have adopted credit-
based courses, including single institutions 
(the University of Niger), networks of insti-
tutions (such as the Indian Institutes of 
Technology), and entire national university 
systems (as in Thailand).20 In Colombia, 
people already in the labor market can get 
university-equivalent certifi cation through 
any accredited training institution. Many 
young people need to combine school and 
work, and they can be accommodated—
through, for example, part-time educa-
tion. Today, part-time tertiary education 
accounts for only 5 percent of enrollment in 
university in developing countries, and 13 
percent in non-university programs.21

For the noncompulsory and more 
expensive upper secondary sector, using 
competitive entrance examinations will 
help ease fi scal pressures, but fi nancing 
mechanisms similar to those for lower sec-
ondary (described above) will also create 
more spaces. Those who do not pass the 
examination will need to be offered alterna-
tive learning options (vocational) and the 
possibility of going on to higher education. 
Well-designed higher education admission 
tests are likely to be benefi cial, because edu-
cating the most capable students can foster 
innovation, driving the economy. Geor-
gia recently reformed its tertiary entrance 
exam, which limited access and improved 
the quality of students, but a remaining 
challenge is to provide learning alternatives 
to those who failed to make the cut.22

Improving the relevance and quality 
of postprimary education
The low learning achievement in develop-
ing countries shows that schools are failing 
to prepare young people for work and life. A 
high-quality education system must improve 
the relevance of school curricula by teaching 
students the practical knowledge, thinking, 
and behavioral skills demanded by the labor 
market; using teaching methods that lead 
to high learning achievement; and blend-
ing the academic and vocational curricula. 
It must, in addition, strengthen the connec-
tion between school and the local economy 
to facilitate the school-to-work transition 
and boost economic development. The suc-
cess of these reforms relies on motivated and 
well-prepared teachers, who ensure a safe 
school environment, as well as schools that 
are accountable for student learning. 

Improving the relevance of school 
curricula. In many developing countries, 
the secondary curriculum is not relevant to 
the social and economic needs of students. 
Nor is it taught in a way that maximizes learn-
ing attainment or keeps students engaged in 
school.23 Sometimes, it is relevant only to the 
needs of a few privileged students. In addi-
tion, few countries routinely assess their 
curricula for relevance and effectiveness. 
Comparative analysis of national secondary 

“School prepares spectators instead 

of creators.” 

Young person, 

Buenos Aires, Argentina

December 2005
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curricula between 1985 and 2000 shows very 
little change.24 The tertiary education curri-
cula also have many of the same problems.25 
In some countries, however, both secondary 
and tertiary institutions have begun to teach 
more practical subjects and become more 
responsive to the labor market. 

Although curricula and teaching meth-
ods have remained largely unchanged, 
labor markets are demanding workers who 
have strong thinking and interpersonal 
skills. Job tasks requiring problem-solv-
ing and communication skills have grown 
steadily since the 1970s in the United States 
while manual and routine cognitive tasks 
have declined. Surveys of employers and 
workers in several developing countries, 
such as India and Malaysia, also indicate 
an increasing demand for communication 
skills, which is unmet by current education 
systems.26 Entrepreneurship also requires 
thinking skills to solve problems and such 
behavioral skills as self confi dence and lead-
ership.27 So, in today’s complex and chang-
ing environment, the challenge is to build 
skills that allow young people to think criti-
cally and creatively, to process information, 
to make decisions, to manage confl ict, and 
to work in teams. 

Teaching such life skills can be integrated 
into every aspect of the curriculum through 
discovery-oriented teaching methods that 
include interactive learning, applying 
knowledge to real-life problems, integrating 
teamwork and peer tutoring into the learn-
ing process, and inviting student input into 
the structure and subject matter of lessons. 
It can be diffi cult for teachers to use such 
methods while ensuring students learn the 
core material, and some developing coun-
tries have found it particularly diffi cult to 
implement this type of reform,28 so teaching 
life skills as a separate subject may be bet-
ter (box 3.2). For example, Japan and South 
Africa have recently included life skills as a 
subject in their secondary school curricula. 

 The teaching of such skills should be 
accompanied by efforts to reform the tra-
ditional methods used to teach other sub-
jects. Structured, student-centered teaching 
methods, which even inexperienced teach-
ers can use successfully, are effective and 

well evaluated, in both developed and devel-
oping countries.29 The structured teaching 
model consists of presenting the material 
in a progression from simple to complex, 
pausing to check for student understand-
ing, and eliciting active participation from 
all students. To improve teaching methods 
or develop a life-skills curriculum, teachers 
should have adequate materials and train-
ing, with routine assessments of student 
progress and of the teaching methods and 
life-skills curriculum.30 Information and 
communication technologies can also facil-
itate teaching and learning (chapter 8).

To provide the practical skills demanded 
in the labor market, new subject areas need 
to be added to the secondary curriculum 
without overloading it,31 including sci-
ence, technology, economics, and foreign 
languages—accompanied by renewed 
emphasis on basic mathematics and read-
ing. Computer literacy is becoming a baseline 
requirement for many jobs, and the demand 
for high-skilled information communica-
tions technology workers has increased.32 
The command of international languages, 
particularly English, is becoming an asset for 
adopting technology and for communicating 

Young people need problem-solving skills, 
not only to succeed in the labor market but 
also to process information for a healthy 
life, to participate as citizens, and to care 
for their families. In fact, many of what are 
called "life skills" programs combine teach-
ing of behavioral and thinking skills with 
practical information about health, citizen-
ship, or fi nancial literacy. Many governments 
have worked with nongovernmental orga-
nizations (NGOs) to provide nonformal life 
skills programs both to students in school 
and to youth out of school. 

The programs sometimes use peer 
educators. For example, Student Partner-
ships Worldwide (SPW), working in several 
countries in Africa and South Asia, trains 
young people (those just fi nished with sec-
ondary school) to teach life skills and health 
education in schools using nonformal 

education methods. Some very preliminary 
evidence suggests that such programs may 
affect health knowledge (chapter 5), peer 
educators’ future outcomes, and academic 
outcomes. Such programs merit careful 
evaluation, and the U.S. National Institutes 
of Health is doing a clinical trial of an SPW 
program in Zimbabwe, which will provide 
clear evidence on health outcomes, to be 
fi nished in 2007. Some governments (India 
and Zambia) have also begun to cooperate 
with NGOs to train regular teachers in non-
formal education. Life-skills programs that 
emphasize civic and peace education are 
operating in several countries, including the 
Arab Republic of Egypt, Georgia, and Liberia; 
they seem promising, although they have 
not been formally evaluated (chapter 7). 

Source: UZ-UCSF (http://www.uz-ucsf.co.zw/
research/researchprojects/current/rds.html)..

B O X  3 . 2   Life skills programs and nonformal 
teaching methods in schools 
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with other countries, although basic literacy 
is best acquired in local languages.33 Teach-
ing fi nancial literacy narrows the knowl-
edge gap between the rich and the poor and 
enables young people to make wiser fi nan-
cial choices.34 

The general and vocational curricula 
should be more integrated. The skills 
demanded by young people and labor mar-
kets go beyond and cut across the traditional 
division between general and vocational 
curricula. Postponing vocational educa-
tion until upper secondary and connecting 
it to higher education are two ways to inte-
grate vocational and general education. Also 
needed is greater blending of content, bring-
ing more vocational content into the general 
curriculum (Botswana, Ghana, and Kenya) 
and more vocationally relevant academic 
subjects (science, mathematics, language) 
into the vocational curriculum. The cur-
riculum reform in Chile moved vocational 
education to high school and increased the 
academic content of vocational education 
to a third of the total teaching time. Special-
ized courses were added to the general cur-
riculum for students in the academic strand 
to choose from, while vocational specialties 
were streamlined, their content and practices 
redesigned to give students fl exible skills.35

Strengthening the connection between 
school and work. Strengthening the con-
nection is the best way to make school more 
relevant to work and to facilitate the school-
to-work transition. Career academies in the 
United States combine academic and tech-
nical curricula around a career theme and 
establish partnerships with local employers 
to provide work-based learning opportuni-
ties. The academies reduce dropout rates 
and improve school engagement among 
students least likely to do well in a regular 
school environment. They also improve the 
labor market prospects of young people, but 
sometimes they benefi t young men more 
than young women.36 The successful Ger-
man “dual system” combining part-time 
schooling with work has been tried in several 
countries in Asia, Africa, and Latin America. 
Success has been limited, however, because 
of the inability to create jobs for apprentices 

and sustainable employment thereafter.37 
In Japan, full-time schooling is followed by 
full-time employment in enterprises closely 
connected with the school. (For more on 
apprenticeships, see chapter 4.)

Effective feedback from the labor market 
and regular consultations with employers 
and alumni are indispensable for adjust-
ing curricula to meet changing needs, as in 
Chile, where vocational training institutes 
are governed by representatives of employ-
ers, workers, and the government (see chap-
ter 4). Formal university-industry part-
nerships are rare in developing countries, 
though there are interesting experiences. 
Universities and research institutes have 
contributed much to the growth of the Chi-
nese economy. In Beijing, such institutions 
collaborate with local industry through 
joint projects and technology transfers and 
establish fi rms (spin-offs) to commercial-
ize their inventions. Some of those fi rms 
(Lenovo, Tongfang) are among the largest 
Chinese high-technology fi rms.38

Increasing the preparedness and motiva-
tion of teachers. Without teachers who are 
motivated and well-prepared, reforms to 
improve the quality and relevance of cur-
ricula are unlikely to be successful. Teach-
ers are often not well-prepared, however—
either in their knowledge of the material or 
in their use of effective teaching methods, 
particularly when it comes to the learning 
needs of youth.39 Teacher absenteeism is sig-
nifi cant (24 percent in India), and teacher 
shortages block the expansion of secondary 
education, especially in Africa.40 Teachers 
also sometimes perpetuate or exacerbate 
violence and harassment in schools, which 
affects education outcomes (box 3.3). 
Despite the imperatives, few countries have 
effective training, incentive, and account-
ability systems. 

To ensure that teachers are well-prepared, 
education and training are important. Sec-
ondary school teachers need to know a large 
amount of material and be able to interact 
successfully with independent-minded stu-
dents. There is little evidence of the impact 
of teacher training on student learning,41 
but research suggests some lessons. Ideally, 

“Education should be more 

interactive. . . . during the lessons, 

only the teachers talk, they do not 

discuss with the students, the young 

people can study, but they are not 

motivated.” 

Young person, Lima, Peru

January 2006
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solid preservice should be combined with 
regular in-service training that is designed 
to improve teaching practice as well as fos-
ter the sharing of experience among teach-
ers and allow teachers to provide feedback 
on the effectiveness of curriculum reform. 
If there are fi scal constraints, research sug-
gests that in-service training is especially 
effective and is sometimes less costly.42 
Training should also take into account spe-
cifi c needs assessments—and be designed 
to help foster positive interactions with stu-
dents, which increases the likelihood that 
students will exert effort and stay in school 
(discussed below). 

Incentives, if well designed and well imple-
mented, can motivate teachers and make 
them accountable for performance. Chile 
more than doubled average teacher salaries in 
the 1990s, and the quality of students enter-
ing teaching programs increased, suggesting 
that the level of teacher salaries matters.43 
Performance-based incentives are, in princi-
ple, superior to across-the-board increases in 
teacher salaries—on both fi scal and effi ciency 
grounds. But there has been little experience 
with them—few teachers are accountable for 
what they do in the classroom. 

In practice, the impact of incentive pro-
grams in countries as diverse as Chile, India, 
and Mexico has been reduced by imple-
mentation constraints (resistance from 
teachers, indifference of headmasters and 

parents) and design fl aws (small incen-
tives, little link to actual performance).44 
Also, while in some cases program-induced 
improvements in student outcomes come 
from better quality teaching, in other cases 
these improvements are the result of teach-
ers misreporting scores, teaching to the test, 
or excluding low-achieving students. There 
is some evidence in support of performance 
awards based on student progress rather 
than levels of student performance, and 
awards based on school-level average prog-
ress—which promote team work—rather 
than progress at the class level.45 To ensure 
teaching quality, incentives need to be com-
bined with quality training, good working 
conditions, some teacher autonomy, oppor-
tunities for professional development, and 
school autonomy in hiring teachers. 

Increasing system accountability for 
performance. The World Development 
Report 2004 shows that additional public 
spending on education will not improve 
learning unless motivated providers can 
take the required actions (see box 2.2).47 So 
frontline providers—school principals and 
teachers—should be given enough auton-
omy and resources to manage for results 
and be made accountable for those results. 
Two building blocks of accountability are 
providing information on performance to 
students, their families, and other stake-

The teacher beat me once . . . so I waited for school to 
end and when the teacher left the school building I 
beat him up worse. I haven’t gone back to school since. 

Basti boy, Bangladesh46 

Violence and harassment in schools is common 
in many countries. Despite its negative impact 
on the school outcomes of all students, data 
are not routinely collected. The pervasiveness 
of sexual abuse, particularly of girls, by teach-
ers and other students has been documented 
in some countries in Sub-Saharan Africa—6 
percent of 10- to 24-year-olds in Kenya report 
having been sexually abused by a teacher. Cor-
poral punishment of students, particularly boys, 
by teachers is common in many countries—25 
percent of 10- to 24-year-olds in Kenya report 
being physically abused by a teacher, and a 
study in Egypt demonstrated that teacher abuse 

increases dropouts. In some countries, students 
are discriminated against and physically abused 
on the basis of caste (Dalit children in Uttar 
Pradesh, India), social status, or disabilities. Stu-
dents in Latin American countries, who were 
consulted for this report, said that fear of vio-
lence in schools leads to dropping out. 

South Africa, where violence in schools is 
widespread, has recently implemented some 
corrective policies including dismissing teachers 
who commit serious offenses, such as having sex 
with students, and prohibiting corporal punish-
ment. There is still no system, however, for stu-
dents to fi le complaints. Implementing such reg-
ulations may not be enough to change pervasive 
cultural attitudes. For example, nearly a third of 
young men in Johannesburg schools say that 
forcing sex on someone you know is not sexual 

violence and that women who were raped 
“asked for it.” About half of teachers surveyed in 
Kenya say that having sex with a student should 
not result in dismissal or other serious action. 

Integrating training, incentives, and other 
accountability mechanisms is likely to be most 
effective. For example, a pilot in Ghana and 
Malawi is trying to address sexual violence in 
schools by improving codes of conduct for 
teachers; addressing the attitudes of students, 
community members, and teachers; and devel-
oping referral and support systems for students 
who lodge complaints. 

Sources: Dréze and Gazdar (1997); Human Rights 
Watch (2001b); Interagency Gender Working Group 
(2005); Lloyd, Mensch, and Clark (2000); Lloyd (2003); 
World Bank (2005s); and World Bank (2003a).

B O X  3 . 3  Violence and harassment in schools

“The teacher pretends to teach, the 

student pretends to learn, and the 

state pretends that it fulfi lls its role.” 

Young person, Recife, Brazil

January 2006
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holders; and engaging their participation 
in school management. Youth participation 
in school management, covered later in this 
chapter, has been very limited. 

Although many developing countries 
now collect national data on student achieve-
ment, the information is rarely made pub-
lic and used to hold teachers and schools 
accountable for performance (through social 
accountability, accreditation, funding alloca-
tion, or performance-based pay). A large civil 
society initiative in India, the Annual Survey 
of Education Report (ASER), collects regular 
data on literacy and numeracy skills of school 
children in rural India. The program also has 
a strategy for dissemination and community 
mobilization, which includes the preparation 
of annual regional reports and brief sum-
maries at the district level. The 2005 survey 
includes key fi ndings for policy:48 31 percent 
of 11- to 14-year-olds need remedial language 
instruction (they cannot read a story text 
with some long sentences), 47 percent need 
remedial numeracy instruction (they can-
not do division), 23 percent of teachers were 
absent (on average, per school), and 8 percent 
of schools had no teacher present at all.

Improving governance in education 
requires more than just strengthening 
accountability for performance. For exam-
ple, curtailing corruption requires a com-

prehensive strategy that improves account-
ability systems but also addresses a number 
of other constraints, including the institu-
tions that underpin the delivery of services. 
The reform measures introduced in Georgia 
to fi ght corruption in higher education illus-
trate the effectiveness of combining a unifi ed 
examination system, control mechanisms, 
and improved transparency (box 3.4).

Financing the expansion 
and improvement of 
postprimary education
In selecting the right set of education 
reforms, countries must consider the state 
of their education systems (how well they 
prepare youth for work and life), the needs 
of their young people, and their overall 
development priorities. This choice is con-
strained by a country’s available resources 
and its ability to use innovative ways to 
fi nance large-scale reforms. Some countries 
will choose reforms that require relatively 
few resources and still have a fairly large 
impact. Others will take on comprehen-
sive reforms that require a large amount of 
additional resources. 

Financing the types of reforms recom-
mended in this chapter is possible, even for 
poor countries, but choosing the right type 
of reform is critical. Investments in qual-
ity and relevance can lead to substantial 
improvements in enrollment and learning. 
One-time investments can have long-term 
impacts. For example, a recent project tar-
geting poor lower secondary schools in 
Guyana included curriculum reform, stu-
dent assessment, and training and materi-
als for teachers and principals, which only 
required a one-time 6 percent increase in 
school expenditures. It was associated with 
large increases in test scores and in the num-
ber of students completing lower secondary 
school.49 The success led the government 
to adopt the changes in all lower secondary 
schools and to reform the upper secondary 
curriculum.

While some fast-growing developing 
countries can rely on economic growth to 
fi nance improvements in the education 
system, most other countries will need 
additional resources from a combination 

For years, university entrance examinations 
were an opportunity for bribery. Corrupt 
offi cials favored candidates who either had 
personal connections or had bribed the 
members of the examination committee. 
Well-off students who paid the right profes-
sors could get advance tips on examina-
tion topics. This meant students were not 
selected on the basis of merit.

In 2005 a new law on higher education 
made the unifi ed national examinations 
mandatory for all potential students seek-
ing to enroll in a higher education institu-
tion in Georgia. A high level of security 
surrounded the testing process in July 2005. 
Candidates were identifi ed by a barcode on 
each exam paper to ensure confi dential-
ity in grading. Examination booklets were 
printed in a secure facility overseas. Each 

testing center was equipped with surveil-
lance cameras and TV monitors that let 
students’ relatives observe the examination 
process.

“Young people are no longer afraid, 
when they take university exams, that other 
people will pay money and get in instead of 
them,” says Maka, a third-year law student in 
Tbilisi. Faculty have also reported signifi cant 
improvements in the competence and com-
mitment of students, allowing students to 
fi nish their education sooner.

The new exam is part of the broad slate 
of reforms to increase the quality of educa-
tion, including a new national curriculum, 
building up teacher training capacity, and 
introducing per capita fi nancing to schools.

Source: National Assessment and Examination 
Center (2005). 

B O X  3 . 4   Georgia: Fighting corruption in 
higher education
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of cost-sharing, public-private partnerships, 
and effi ciency enhancements—and some 
will need help from donors. Chile’s higher 
education system shows how blending fund-
ing sources can expand and improve tertiary 
education (box 3.5). Korea’s responsive edu-

cation policy, strong demand for quality, and 
partnership with the private sector allowed 
the secondary education sector to expand 
without compromising quality (box 3.6). 
Burkina Faso successfully fi nanced improve-
ments in access to, and the relevance of, 

Chile fi nanced a big expansion in higher edu-
cation in recent years by charging students 
tuition, encouraging diversifi ed funding sources, 
and allocating of public subsidies innovatively. 
Thanks to sizable private contributions, it 
increased tertiary enrollment to about 42 per-
cent of the 18–24 age group while being among 
the Latin American countries that allocate the 
least public funding to tertiary education rela-
tive to GDP.

Signifi cant student contributions have 
provided the fi scal space to reorient state sub-
sidies to core public sector responsibilities. A 
priority has been to increase access to income-
contingent student loans for students unable 
to fi nance their studies. Financial support is 
determined by the student’s socioeconomic 
profi le, while tuition fees are set according to 

the research and teaching effi ciency of the insti-
tution they attend. The system thus gives insti-
tutions an incentive to improve their effi ciency 
while enhancing access for less-privileged 
groups.

Public support incentives are designed 
to encourage universities to be responsive to 
both students needs and national priorities. 
About 7 percent of public support is allocated 
based on the ability of institutions to attract the 
students who receive the highest scores in the 
university admission exam. Universities receive 
funds by proposing projects to a competitive 
investment fund for improving the quality of 
technical, undergraduate, and graduate tertiary 
education. This approach has generated reforms 
closely linked to national priorities: improving 
the quality of teacher education, reforming the 

undergraduate degree structure, and increasing 
the production of PhDs.

A remaining fl aw in the fi nancing system 
is the lack of accountability for results. The 
system allocates recurrent funds per student to 
traditional universities based on historical lev-
els—but in 2006 pilot performance agreements 
are being negotiated between each institution 
and the ministry of education. The objectives 
are to link campus missions to national and 
regional priorities, university autonomy to pub-
lic accountability, and institutional performance 
to government funding. The agreements, to run 
for three years, will contain funding commit-
ments, agreed targets, and indicators to monitor 
progress.

Sources: Bernasconi and Rojas (2004) and Thorn, 
Holm-Nielsen, and Jeppesen (2004).

B O X  3 . 5  Chile’s higher education: Diversifying the sources of funding

Korea’s secondary schools do well on many 
fronts. Access is easy and equitable: gross enroll-
ment at the secondary level is at 90 percent, for 
both boys and girls. Korean students score at the 
top in such international evaluations as PISA and 
Trends in International Mathematics and Science 
Study (TIMSS). Schools are adequately funded—
more than 2.4 percent of Korea’s GDP is spent on 
secondary education, a third of that privately. 

Where did such achievements come 
from? First, building a strong education sector 
was part of Korea’s economic development 
strategies as early as the 1950s. Dynamic and 
motivated institutions promptly implemented 
policies to expand education. Second, from the 
earliest days the focus was on access and quality 
for all, motivated by the desire to bring edu-
cated workers into the workforce. Third, parents 
contributed to the expansion’s costs because of 
the high value they placed on quality education. 

In Korea, compulsory basic education 
includes primary and lower secondary. Primary 
education is free, but parents must pay tuition 
for secondary schools. One in fi ve lower second-
ary students and more than half of high-school 
students attend private schools. Forty percent 
of high school students are enrolled in technical 
and vocational schools.

Korea focused on one education cycle at a 
time, starting with basic education. In the 1950s 

and 1960s, when public funds mainly targeted 
primary education, secondary schools fi nanced 
almost half their expenses through parent 
teacher associations. However, the rapid expan-
sion of primary education put enormous pres-
sure on secondary schools, and student compe-
tition for good secondary schools increased. In 
preparation for entrance exams—"examination 
hell”—students often repeated grades, and 
families paid up to a quarter of their income for 
private tutoring. 

In the face of criticism, the government 
implemented a national equalization program 
in 1968, eliminating entrance examinations 
and instituting a lottery for schools in high 
demand. Secondary school enrollment soared, 
and private providers stepped up to provide 
the needed capacity. The equalization program 
guaranteed any defi cit in operating cost (but 
not in capital cost) of all private schools. By 
1971, most private schools were receiving direct 
fi nancial assistance, subsidies, and tax exemp-
tions. In return, they gave up control over key 
decisions (curriculum, tuition rates, and teacher 
salaries). 

The equalization program for lower second-
ary, while improving enrollment, removed the 
competition among the elite schools, and qual-
ity at the top declined. Examination hell resur-
faced at the end of the lower secondary cycle, 

and with declining quality; students preparing for 
entrance exams relied on private tutoring even 
more. In response, the government adopted an 
equalization program for upper secondary in 
1974, opening high school entry. The program 
also aimed to narrow the quality gap between 
urban and rural high schools and increase enroll-
ment in vocational schools to meet demand from 
the fast-growing manufacturing sector. Without 
any curriculum change, however, vocational 
education remained largely a terminal track, and 
enrollment did not change much.

Although the combination of private fund-
ing and public control worked well in the earlier 
years of expansion, concerns about quality grew. 
In response, the government carried out a series 
of reforms in secondary education starting in 
1999 and increased public funding to the sector 
by 7 percent annually until 2003. It relaxed con-
trols over school management, instituted school 
councils to facilitate parental involvement, and 
legalized teachers unions. The curriculum reform 
introduced foreign languages and information 
technology at earlier ages and emphasized stu-
dent-centered learning. There are also efforts to 
improve vocational curricula and link vocational 
high schools with technical colleges.

Sources: Gill and Chon-Sun (2000) and Kim (2002).

B O X  3 . 6  Korea’s secondary education: Expansion without sacrifi cing quality 
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postprimary education by reducing subsidies 
and charging fees for tertiary education.

Improving effi ciency. Effi ciency gains can 
be achieved by using formula funding to 
education institutions, particularly when 
they have greater autonomy. More develop-
ing countries are moving from traditional 
line-item budgeting to direct formula fund-
ing, which channels funds to schools for 
operating expenditures according to some 
known rule, such as enrollment.50 With 
block grants, as opposed to earmarked 
grants, schools have discretion over the 
use of funds (as with autonomous schools 
in Nicaragua). School autonomy over per-
sonnel management and process decisions 
(hiring teachers, choosing textbooks, allo-
cating budgets within schools) is related to 
superior student performance.51

Formula funding, particularly block 
grants, can bring several effi ciency bene-
fi ts—increasing transparency and account-
ability, reducing corruption, making fund-
ing more predictable (which allows better 
planning), and increasing fl exibility (for 
block grants).52 It can also be combined 
with other effi ciency-enhancing mecha-
nisms, such as competitive funding and per-
formance-based funding—but it requires 
good management capacity.

Cost sharing. Appropriate cost sharing 
and demand-side fi nancing can generate 
the needed resources equitably. Govern-
ments should fi nance more of the compul-
sory phase of secondary education, because 
of higher social benefi ts and lower unit costs 
relative to later education. Individuals, their 
families, and communities should fi nance 
more of postcompulsory education, particu-
larly tertiary education. Contributions from 
those able and willing to pay can promote 
engagement and accountability.53 To ensure 
equitable access, fees and other cost-sharing 
mechanisms need to be accompanied by 
well-designed and balanced demand-side 
fi nancing packages (covered later in this 
chapter). Such packages include needs-
based grants at the lower secondary level, 
as well as grants that are needs- and merit-
based, loans, and savings schemes at the 
upper secondary and tertiary levels.

Public-private partnerships. Public-pri-
vate partnerships can expand and improve 
postprimary education. In addition to 
alleviating fi scal constraints, they improve 
learning outcomes and effi ciency by 
increasing choice and competition. Analy-
sis of PISA data shows that private compe-
tition is associated with higher test scores, 
and systems combining private operation 
with public funding do best.54 Partnerships 
vary depending on the services procured 
and, though still uncommon in developing 
countries, a few lessons are emerging.55 

Contracting with schools to enroll pub-
licly funded students (used extensively) 
has rapidly expanded access to education 
while avoiding large public capital costs. 
Voucher-type programs have been imple-
mented in a few developing countries, 
including Chile, Colombia, Côte d’Ivoire, 
and the Czech Republic. Their positive 
impact for benefi ciaries has been estab-
lished (Colombia)56 but the overall effects 
are still inconclusive. Vouchers are also 
found to improve performance in public 
school through increased competition (the 
Czech Republic).57

Contracting a private actor to operate 
a public school can a have positive impact 
on enrollment. Colombia’s Colegios en 
Concesión turns over the management of 
some public schools to private institutions 
through a competitive bidding process. 
Concession schools are paid less per student 
than regular public schools, must accept 
all students, and must meet outcome tar-
gets for test scores and dropout rates. They 
are carefully monitored and evaluated—
dropout rates have been lower in conces-
sion schools, and the competition has also 
reduced dropout rates in nearby public 
schools.58 Contracting for support services 
(meal provision, facility maintenance) is 
used extensively, usually with good results. 
Contracting for professional services (such 
as curriculum design) is also easy to specify 
and monitor. Contracting for management 
services is diffi cult to implement, not least 
because of the challenge of identifying mea-
surable and verifi able performance criteria. 
A few countries are experimenting with 
contracts for private fi nancing and con-
struction of schools. 
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Better education choices 
by young people
As young people mature, they take more 
control of their education, but some con-
straints prevent them from benefi ting from 
their learning opportunities. They lack the 
motivation to learn because they have poor 
behavioral skills and not much of a say in 
their own education. They lack information 
on postprimary education opportunities 
and the labor market—and have limited 
access to resources. They face competing 
options to schooling—work and family—as 
well as alternative learning options. Help-
ing young people make better education 
choices requires better decision-making 
skills, incentives to exert effort, and their 
involvement as stakeholders in their educa-
tion. Financial incentives that permit better 
choices (such as conditional cash transfers 
or vouchers) and better information about 
learning options and work possibilities 
(such as school-based career advisory ser-
vices) lead to better education decisions.

Motivating and involving students
As young people reach adolescence, they start 
deciding how much effort to spend on study-
ing and whether to go to school (see fi gure 
2.4). Their decisions indicate their prefer-
ences for education—preferences infl uenced 
by peers, parents, teachers, and schools that 
shape their environment. Their ability to 
successfully act on those preferences is deter-
mined by their behavioral skills and psy-
chological well-being. Many young people 
gradually develop control over their educa-
tion decisions, while others—young women, 
orphans, those with disabilities, and those 
from stigmatized groups—face additional 
barriers to effective decision making. 

Well-designed policies can affect both 
the preferences for education and the incen-
tives to learn. For example, outcomes can 
be improved by affecting how peers infl u-
ence each other, by increasing young peo-
ple’s connectedness to schools, by directly 
rewarding effort, by developing their deci-
sion-making capacity, by responding to 
their input in the school-level policy-mak-
ing process, and by reducing social exclu-
sion. For younger adolescents more depen-

dent on guardians, policies should also take 
into account the preferences and parenting 
skills of guardians.

Parents affect student behavior, beyond 
simply infl uencing the decision to attend 
school, by affecting a young person’s prefer-
ence for education through the home envi-
ronment, and by helping to develop their 
children’s behavioral skills. In India, part of 
the relationship between maternal literacy 
and child schooling refl ects the effects of 
maternal schooling on the study hours of 
children.59 In Rwanda, a guardian’s prefer-
ence for education explains part of the cor-
relation between the education of guardians 
and children. The strongest evidence comes 
from the positive impacts on education of 
programs that emphasize parenting quality 
to build behavioral skills of children, either 
directly or through mentors.60

Improving the incentives to learn. Social 
mechanisms (such as peer infl uence and 
the social accountability of teachers) and 
direct economic incentives can infl uence 
the effort to learn. Some evidence suggests 
that the efforts of students, teachers, and 
parents are jointly determined61; thus, to be 
successful, interventions will often need to 
take into account the role of peers, teach-
ers, and parents and their preferences and 
incentives. It is the independent infl uence 
of peers on students, however, that has been 
the most rigorously evaluated, and research 
shows that even randomly selected peer 
groups (such as classmates or roommates) 
affect the behavior of students and educa-
tion outcomes.62 

Infl uencing peer interactions by sorting 
students into different groups can have an 
important impact on both academic and 
social outcomes.63 In fact, many countries 
sort students into schools based on their 
ability, and in countries where there has 
been ethnic confl ict, students are sometimes 
sorted into classes based on ethnicity. There 
is some evidence indicating that diversity 
of student achievement or social groups 
within a school or classroom might nega-
tively affect student achievement in second-
ary school. A study in China demonstrates 
that the diversity of academic achievement 
has a negative effect on the test scores of 
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poorly performing secondary students.64 
Other evidence suggests, however, that poli-
cies to sort students in classes by ability are 
usually ineffective, because ability varies by 
specifi c task and students progress at dif-
ferent rates.65 Some types of social interac-
tions between young people from different 
groups can also have positive effects on out-
comes such as trust and tolerance.66 

It is likely that what matters is not the 
level of diversity, but the classroom con-
text— whether it is competitive or coopera-
tive. Controlled experiments indicate that 
classroom activities that require coopera-
tion among students from different ethnic 
groups can improve tolerance (cross-group 
friendships) and empathy across groups. 
Such cooperative policies in socially and 
academically diverse classrooms also 
improve test scores, as well as behavioral 
skills such as self-confi dence.67 

A merit scholarship program for girls in 
Kenya shows how economic incentives that 
take social mechanisms into account can 
infl uence effort.68 The test scores of the girls 
who had a good chance of getting a schol-
arship improved, which can be explained 
by the economic incentive of the scholar-
ship. The test scores of boys and lower-abil-
ity girls also improved as did student and 
teacher attendance, perhaps as the result of 
peer infl uence or the complementarity of 
student and teacher effort in the classroom. 
Teacher attendance may have increased as 
a result of providing the correct economic 
incentives for parents to hold teachers 
socially accountable. The program also can 
be more cost-effective than some typical 
education programs (fi gure 3.4).

Increasing students’ engagement with 
schools is one way to raise student effort in 
school and reduce the likelihood of drop-
ping out. If students identify with their 
schools, the importance of other social 
identities can be reduced allowing schools 
to shape student preferences for the effort 
to study.69 This effect may be best quanti-
fi ed by research on school climate and 
school connectedness, often determined by 
asking students if they feel like they belong 
in school, feel connected to it, or like it. The 
answer to this question matters, and ask-
ing it can capture several important aspects 

of education that are diffi cult to measure 
(such as how teachers interact with stu-
dents). Data from more than 40 countries 
show a strong association between school 
climate and test scores,70 and evidence from 
the United States and the Caribbean shows 
that school connectedness predicts school 
dropout and health outcomes. 71 

Can such factors be affected by policy? 
Yes. Reforms specifi cally designed to increase 
students’ connectedness with schools and 
teachers, such as the Seattle Social Develop-
ment Project in the United States, improved 
academic achievement and other student 
behaviors.72 (Poor schools in many coun-
tries have high connectedness through sim-
ple efforts to engage students.) Often such 
reforms are comprehensive and rely on a 
combination of policies similar to those rec-
ommended throughout this chapter:

• Training teachers to enhance students’ 
identifi cation with school through stu-
dent encouragement, student input into 
lessons, group learning, and group aca-
demic competitions. 

• Increasing youth participation in school 
policy.

• Teaching behavioral skills, which can increase 
student confi dence and motivation. 

• Teaching through drama, sports, and 
arts.

Decision-making capability—building behav-
ioral skills and reducing social barriers. Even 
if students value education and prefer to 
study, they may not have the capability to 
act on their preferences, perhaps because 
they lack behavioral skills or psychological 
capacity. Yet motivation, persistence, self-
discipline, cooperation, and effective deci-
sion making are rarely taught in schools. 
This is a major gap, because the impact of 
behavioral skills on education outcomes 
and the ability of schools to teach those 
skills have been empirically demonstrated 
(see box 3.1). 

A student’s ability to make decisions can 
also be affected by his or her mental health. 
Research from developed countries indi-
cates the negative effect of mental health 
disorders on school attainment.73 While in 
general mental health has been less stud-

“Studying is only for the people of 

higher caste, not for ones of lower 

caste like me.”

Young person, Nepal

January 2006

Source: Kremer, Miguel, and Thornton (2004).
Note: The scholarship program had no effect in 
neighboring Teso district, where it was associ-
ated with a natural calamity.

Figure 3.4  Infl uencing effort directly 
can be a cost-effective way to improve 
learning in Kenya
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ied in developing countries, posttraumatic 
stress disorder is known to affect as much 
as a third of the youth population in post-
confl ict countries, and a study from Algeria, 
Cambodia, Ethiopia, and Gaza demon-
strated its effect on schooling.74 Thus, safe-
guarding mental health can be an important 
investment in school outcomes.75 

Negative social perceptions can affect 
students’ decision-making capabilities. 
Social and cultural norms in many coun-
tries exclude some groups from educa-
tion, primarily girls and young women,76 
although ethnicity, caste, and disability 
are also dimensions of exclusion. Exten-
sive ethnographic research has long found 
pervasive attempts by teachers and admin-
istrators to discourage students from con-
tinuing in school if they belong to tradi-
tionally excluded social groups (including 
the poor).77 This can affect education 
decisions by lowering young people’s self-
perception or by leading them to believe 
(sometimes accurately) that schools and 
labor markets will not reward their effort. 
Evidence from Kenya demonstrates that 
teacher attitudes about adolescent girls’ 
ability to learn predicts their dropout deci-
sions.78 In Uttar Pradesh, India, an experi-
ment indicates that students from the low-
est castes perform worse when a student’s 
caste is announced before taking a cogni-
tive skills test—indicating that low-caste 
students believe that teachers who care 
about caste will not reward them for high 
performance.79 

Programs may aim to increase the ben-
efi ts to young women or their families of 
overcoming social barriers (through fi nan-
cial incentives such as targeted merit schol-
arships and conditional cash transfers) or 
they may aim to reduce the effect of social 
barriers on decisions by trying to raise 
self-perception (through, for example, set-
ting up bank accounts for girls, as in Ban-
gladesh). Programs may also be designed 
to reduce the social barriers themselves 
(information campaigns, training of teach-
ers). In some environments, especially 
where physical violence is a concern, pro-
grams should be careful to target not only 
the excluded, but groups who perpetuate 
social exclusion. 

Young people as stakeholders in school 
policy. The World Development Report 
2004 recognized “client power” in improv-
ing the delivery of basic public services 
such as primary education, with parents 
and communities viewed as the clients of 
the education system. Young people are the 
benefi ciaries of the education system and, 
starting in adolescence, they often begin 
to make important decisions about their 
education, and so become actors in their 
own right (chapter 2). Also, secondary and 
tertiary institutions usually serve a much 
broader area than primary schools, making 
traditional community management less 
effective as an accountability tool. 

Students can exercise their client power 
through many institutional mechanisms. 
They can set up students councils, be elected 
to school boards, or be consulted more 
broadly on the design of rules, policies, 
and curricula at the school or classroom 
level. Students can also provide feedback 
about teachers. In most countries, however, 
student participation is limited or nonex-
istent. Nor are there many evaluations of 
student participation. The studies typically 
focus on the personal outcomes of partici-
pants rather than on the impact of student-
infl uenced policies on the quality of school 
life or academic outcomes.80 Student partici-
pation can also have an impact on behavioral 
skills (as students become decision makers) 
and other forms of civic engagement. 

Student participation improves school 
environment and relations. Many educa-
tion providers are reluctant to allow student 
participation, but one careful analysis of 75 
studies (mostly in England) found that even 
in secondary schools where school manage-
ment and parents were initially reluctant 
to institute reforms, no school reversed the 
reforms, and both teachers and students 
reported better interactions and improved 
student behavioral skills as a result of more 
student participation.81 A major challenge 
is that some education providers are willing 
only to allow token or symbolic participa-
tion, which prevents students from having a 
substantial impact on policy. 

Some developing countries have sig-
nifi cant student participation, at least in 
tertiary institutions. South Africa’s Student 
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Leadership Council defended student rights 
during apartheid and provided training for 
future political leaders (including Nelson 
Mandela).82 Recent reforms of universities 
in Russia and secondary schools in the for-
mer Yugoslav Republic of Macedonia have 
increased the role of students in school 
management, giving them as much as 30 
percent of the voting rights on some uni-
versity councils. In a survey of the alumni 
of one university in Russia, most listed 
such participation as the single most useful 
aspect of their education.83 

Providing information on 
opportunities for learning and work
Postprimary education decisions are based 
on private information on the supply and 
quality of education opportunities available 
to young individuals, and an understanding 
of how they translate into education and 
labor market outcomes. Imperfect infor-
mation about education makes schools and 
teachers less accountable and young indi-
viduals less able to make good choices and 
infl uence school quality, while the uncer-
tainty young people face about the future 
returns to education leads to ineffi ciencies 
and underinvestments.

Good information on learning opportuni-
ties leads to better choices. It allows individu-
als to monitor the performance of schools 
and teachers and to infl uence school quality. 
Information on learning options can also 
have a real impact on choices, particularly for 
the poor. Yet there are very few information 
programs around the world. The U.K. Aim-
higher program targets disadvantaged 13- to 
19-year-olds, raising their awareness of higher 
education opportunities well in advance. It 
posts information on higher education on a 
web portal, and it provides mentoring and 
visits to institutions of higher learning. An 
initial evaluation shows positive effects on 
promotion rates and test performance—and 
mixed results on intentions to go on for 
higher education.84 School-based career guid-
ance services—which provide information 
on education and job market opportunities 
as well as counseling—are being introduced 
in a few developing countries (discussed later 
in the chapter in box 3.7). 

Young people partly base schooling 
decisions on expected economic returns, 
particularly when it comes to the decision 
to attend university. Results from a study 
of Indonesia show that students choose to 
enter upper secondary school on the basis 
of expected returns.85 However, uncer-
tainty about future labor market returns 
prevents some young people from mak-
ing the education decision that is best for 
them, generating ineffi ciency. If people 
are risk averse, this uncertainty also leads 
to underinvestment in education. The 
study from Indonesia also fi nds substan-
tial uncertainty about future returns to 
upper secondary and higher education. 
Those from poor families face more uncer-
tainty than those from richer households. 
Overall, 11 percent of young people would 
change their education choices under full 
certainty—13 percent of the poor and 10 
percent of the nonpoor. Because of this 
uncertainty, the poor tend to underinvest 
in education more than the rich.

Providing young people with infor-
mation on labor market opportunities 
and payoffs to different levels and types 
of schooling can allow them to make 
more educated guesses about their future 
returns, which makes their decisions more 
effi cient. An experiment in the Dominican 
Republic increased the likelihood of con-
tinuing in school by 12 percent, by provid-
ing information to students enrolled in the 
last year of primary education about the 
returns to secondary education.86 That the 
poor are not more responsive to informa-
tion about future returns indicates that 
direct and indirect pecuniary costs and 
nonpecuniary costs such as low behavioral 
skills (low aspirations, for example) do 
much to limit access to postcompulsory 
education in Indonesia.87 Thus, the poli-
cies needed for poor people to go to upper 
secondary would include some combina-
tion of grants, income-contingent loans, 
mentoring, and information.88

Providing fi nancial incentives to 
alleviate constraints to better choices
Resources matter for schooling decisions 
when young individuals and their fami-
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lies face imperfect credit markets that pre-
vent them from borrowing against future 
income. Young people may also be fi nan-
cially constrained when their parents have 
suffi cient resources or access to credit but 
are unwilling to fi nance investments in 
education. Also, young people in postpri-
mary education face competing options to 
schooling—work and family—as well as 
alternative learning options.

Credit constraints in schooling.
In most developing countries there is a 
strong relationship between poverty and 
school progress, particularly in the tran-
sitions to lower and upper secondary 
school (figure 3.5). Is that link between 
income and schooling explained by credit 
constraints? Not necessarily, or at least 
not entirely. Other factors correlated 
with income also explain the differences 
in school progress between the poor and 
the rich, including inequality in access to 
physical facilities.

The school attainment differences 
between the poor and the rich are also 
explained by the difference in skill readiness 
for secondary and higher education. The 
rich tend to attend schools of higher qual-
ity than the poor and have a better environ-
ment for skills formation. The quality of 
schooling affects the motivation for con-
tinuing in school and the academic readi-
ness for subsequent education. A large part 
of the association between income and col-
lege attendance in the United States is due 
to long-term factors that affect readiness for 
college by increasing cognitive and behav-
ioral skills, not to short-term fi nancial con-
straints at the time of the college decision.89 
The policy implication is to shift the focus 
from tuition subsidies to getting individuals 
ready for college through learning invest-
ments before college. 

However, more young people in devel-
oping countries are likely to face credit 
constraints in gaining access to secondary 
and higher education than in developed 
countries. Credit markets are less developed 
and direct fi nancial support for schooling is 
often much more limited, justifying the need 
for policies to address them. Many studies 

look at the relationship between income 
and schooling,90 but few look explicitly at 
how credit constraints affect the demand 
for education. Such constraints determine 
college attendance in Mexico, though the 
effect is small, and in rural Pakistan they 
explain secondary school completion and 
postsecondary school attendance more than 
secondary school entry.91 

Competing options and schooling. In 
low- and lower-middle-income countries, 
many of those of secondary school age work 
(fi gure 3.6). With age, school participa-
tion diminishes while work participation 
increases. In poor countries such as Cambo-
dia, the trade-off between school and work 
becomes more of a problem at the age of 
secondary school entry—43 percent of boys 
are already working by ages 10–12. Condi-
tions have been improving there, however, 
as young people stay longer in school and 
start work later. Most working children can 
combine work responsibilities with school-
ing, though with age, working students 
become a smaller group relative to full-
time workers—by ages 13–15, 62 percent 
of Bolivian working males are already out 
of school.92 Young people from the poorest 
quintile are less likely to attend school exclu-
sively, and more likely to work, than those 
from the richest. In some countries, girls are 
less likely to be working outside the home, 

Source: http://econ.worldbank.org/projects/edattain.

Figure 3.5  More rich children than poor children completing primary school make it to higher 
levels
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but they are more likely to be engaged in 
domestic work (for the countries in fi gure 
3.6 the distribution of school and work is 
similar for boys and girls).93

Working can impair schooling and learn-
ing, particularly at younger ages. A study 
conducted in Vietnam fi nds that if children 
ages 8–13 work while in school, it reduces 
school enrollment and educational attain-
ment fi ve years later.94 In rural Bangladesh, 
working while attending primary school has 
a sizable negative effect on the transition to 
secondary school—and starting to work 
while attending secondary school has even 
larger negative effects on secondary school 
completion.95 A study of 11 countries in 
Latin America and the Caribbean fi nds siz-
able negative effects on both mathematics 
and language test scores among primary 
school students.96 (For more on child labor, 
see chapter 4.)

Girls who marry early or bear children at 
an early age are also more likely to have less 
schooling.97 The secondary school dropouts 
attributed to pregnancy range between 10 
and 20 percent in most countries in Africa.98 
The relationship also works the other way: 
in Guatemala, school attainment increases 
the age at which young women fi rst marry 
or become a parent.99

Conditional cash transfers. Addressing 
credit constraints requires identifying the 
target population, and then designing 
the appropriate package of demand-side 
fi nancing mechanisms for postprimary 
education that also account for the oppor-
tunity costs from competing choices. Credit 
constraints on the demand for education at 
the lower secondary level can be addressed 
through needs-based grants (scholarships, 
conditional cash transfers, vouchers), given 
the externalities associated with basic edu-
cation. Even when lower secondary educa-
tion is free of school fees, students and their 
families must incur other direct and indi-
rect private costs, making a case for grants 
targeted to the poor. At the upper secondary 
and tertiary levels, credit constraints can be 
alleviated with a combination of well-tar-
geted grants, loans, and savings schemes. 

In designing such a package, it is also 
important to think of the education system 
as a whole—to avoid imbalances and bot-
tlenecks. For example, the success of Opor-
tunidades in Mexico and Bolsa Familia in 
Brazil increases the pressure on the post-
compulsory system. It is thus necessary to 
anticipate the rising number of individuals 
completing basic education and willing to 
study further.

Source: Authors’ calculations based on Fares, Montenegro, and Orazem (2006a).
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“They [young people] don’t go to 

school because they have a family to 

take care of, they cannot continue 

to rely on the good will of their own 

parents.”

Young person, Peru

January 2006
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Conditional cash transfers can increase 
the demand for schooling both directly 
(through increased income) and by reduc-
ing the incidence of work (by compensating 
for the forgone income from work). Intro-
duced in the late 1990s, particularly in Latin 
America, they provide cash to poor young 
people conditional on school attendance, 
and are quickly becoming popular in other 
parts of the world.100 Mexico’s Oportuni-
dades, the best documented, has increased 
secondary school attendance rates by 8 per-
cent, the transition to secondary school by 
nearly 20 percent, and grade attainment by 
10 percent, with signifi cantly larger effects 
for girls than for boys.101 The impact on 
enrollment is mainly due to the condition 
for attendance.102 Oportunidades is not 
inexpensive, but the net benefi t is substan-
tial.103 Effi ciency can be increased by target-
ing and calibrating the size of the grants.104 

Part of the positive impact of conditional 
cash transfers on school enrollment comes 
from a reduction in work. But the transfers 
alone do not appear to be enough to reduce 
work signifi cantly, which is important for 
policy makers concerned about child labor 
and how child labor affects academic per-
formance. A substantial number of chil-
dren continue to combine both work and 
school under Oportunidades. The pro-
gram increases the number of children in 
school and reduces the number of children 
who are working, but does not necessarily 
reduce the hours worked of children who 
also attend school. Also, Oportunidades 
increases the likelihood that young people 
will stay in school when a household experi-
ences a shock, but does not prevent parents 
from resorting to child work in response to 
a shock.105 Evidence from rural Brazil sug-
gests that after-school programs may be a 
good complement to the conditionality on 
school attendance.106

Conditional cash transfers and other 
policies that reduce the price of schooling 
(fee waivers) have been used to weaken the 
attraction of activities that compete with 
girls’ schooling. Under the secondary school 
stipend for girls in Bangladesh (see box 
6.5), girls received a stipend conditional on 
secondary school attendance and delaying 

marriage until age 18. The stipend has been 
associated with postponing marriage and 
increasing schooling.107

School vouchers. A promising tool to address 
credit constraints and school quality, school 
vouchers are publicly provided for students 
to enroll in the school of their choice. Beyond 
the potential effect of vouchers on their ben-
efi ciaries, vouchers can increase competition 
among schools and thus increase the quality 
of the system. They also allow enrollment 
to increase without additional public capital 
costs. However, they can have a detrimen-
tal effect on the (lower quality) schools that 
(higher performing) voucher recipients leave, 
at least in the short run.

A few developing countries have used 
vouchers, including Chile, Colombia, and 
the Czech Republic. Colombia’s voucher 
program offered vouchers to poor indi-
viduals to attend private schools and had 
a positive impact on learning, which per-
sisted over the long run.108 More evidence 
is needed, though, on the overall impact of 
vouchers, including the impact on nonben-
efi ciaries. Vouchers for secondary or even 
tertiary education should be targeted to the 
poor (with possible refi nement for merit at 
the upper levels). Choice should be open to 
any accredited school (public or private), 
supported by publicly provided informa-
tion on these schools.

Loans. Well-designed loan programs, 
combined with grants targeted to need 
and merit, can allow postcompulsory edu-
cation to expand equitably. Grants, when 
affordable, are likely to be more appropri-
ate for upper secondary education than 
for higher education—the ratio of social 
to private benefits is likely to be higher 
in upper secondary, and grants in upper 
secondary are likely to be more progres-
sive. To improve cost-effectiveness, they 
should be specifically targeted to the poor 
who are most likely to benefit from the 
grant on the basis of merit.109 The higher 
cost of tertiary education makes stu-
dent loans particularly useful, but well-
designed loans are hard to implement in 
low-income countries.
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Income-contingent loans are superior to 
conventional loans (box 3.7). They gener-
ate the needed resources in the face of lim-
ited fi scal capacity. By deferring payments 
until individuals start working and reach 
a certain income, they have lower default 
rates, promote more equitable access and 
loan repayment, and increase effi ciency by 
addressing uncertainty about future earn-
ings and facilitating consumption smooth-
ing. However, they are hard to implement 
and may be a realistic option only for some 
middle-income countries. 

Individual learning accounts. The easy 
implementation and attractive features—
induced savings, consumption smoothing, 
and a low public burden—of individual 
learning accounts make up a promising 
fi nancing option for middle-income coun-
tries. Individual learning accounts, which 
are becoming more popular in OECD coun-
tries, encourage savings for education while 
providing vouchers to individuals inter-

ested in pursuing further education. The 
amount an individual is entitled to depends 
on the amount saved and the kind of train-
ing desired. In Brazil, a graduation incentive 
for primary and secondary education, Pou-
pança Escola, was introduced as part of the 
fi rst version of Bolsa Escola in the Federal 
District.110 Oportunidades in Mexico intro-
duced Jovenes con Oportunidades, through 
which conditional cash transfer benefi cia-
ries accumulate points from the last year of 
lower secondary until the end of secondary 
school. Credit points are converted into a 
savings account and deposited into individ-
ual accounts in the National Savings Bank, 
which benefi ciaries can tap for further study 
or to start a business if they complete upper 
secondary before turning 22.

Young people lack adequate information, 
fi nancial resources, academic readiness, and 
decision-making skills. Addressing these com-
plementary constraints requires policies that 
integrate information, mentoring, academic 
support, and fi nancial incentives (box 3.8).

A well-designed loan system has three charac-
teristics—income-contingent repayments, an 
effi cient interest rate, and adequate size.

Income-contingent repayments. A con-
ventional loan involves repayments of a fi xed 
amount per month, with the risk that low-
income borrowers may default, while income-
contingent repayments are a percentage of the 
borrower’s earnings—often collected alongside 
income tax or social security contributions, 
and thus have built-in insurance against an 
inability to repay because the loan repayment 
falls if a borrower’s income falls. They thus assist 
borrowers by protecting them from uncertain 
returns to human capital investments and pro-
mote equity because this uncertainty is more 
of a deterrent for the poor. They assist lenders 
by using the government’s power to collect 
taxes as a substitute for physical collateral. 
After Australia introduced income-contingent 
loans in 1989, participation in higher education 
increased, particularly among women.

Effi cient interest rate. The interest rate should 
be broadly equal to the government’s cost of 
borrowing. Some countries, such as Australia and 
the United Kingdom, offer loans at a zero real 
interest rate, but because of the resulting fi scal 
pressures loans are too small, access is limited, 
and university income is reduced. Interest rate 

subsides are also deeply regressive because 
graduates, rather than students, make repay-
ments. Targeted interest subsidies may still be an 
option, however, for people with low earnings or 
who are out of the labor force. In some loan pro-
grams, unpaid debt is eventually forgiven. 

Adequate size. Loans should be large enough 
to make education and training feasible, but 
small enough so that most individuals can 
repay, with a cap both in annual amount and 
duration. Income-contingent loans have a long 
repayment period and small monthly payments 
so they are friendlier to other borrowing (say, 
to start a business), because lenders typically 
look at monthly income net of loan repayments. 
The purpose of a loan is to allow young people 
to redistribute resources to themselves over 
their lifetimes, so loans should in principle be 
available to all qualifi ed applicants. Without a 
government guarantee, private sector lenders 
would charge a high risk premium, so if govern-
ments face serious cash-fl ow constraints it may 
be necessary to restrict loans to the poor. 

Beware the implementation requirements. 
Policy makers invariably underestimate the insti-
tutional requirements. A particular error is to focus 
on lending policy, with inadequate attention, time, 
or resources for loan administration. A country 
should not embark on a loan scheme without 

• a reliable system of identifying individuals, 
which is the responsibility of national government;

• the capacity to keep records (amount borrowed), 
a responsibility of the loans administration;

• the capacity to collect repayments, ideally 
through the tax or the social security system; 
and 

• the capacity to track income, ideally through 
income taxes or social security contributions.

Given the requirements, it is not surpris-
ing that successful income-contingent loans 
in advanced economies—including Australia, 
New Zealand, the Netherlands, Sweden, and the 
United Kingdom—are not echoed in poorer 
countries. Chile and South Africa have such 
schemes on a small scale, with repayments col-
lected by universities, a method that has proven 
unsatisfactory. Both schemes have had some suc-
cess, but would be fi scally costly on a larger scale. 
Thailand is planning to introduce an income-
contingent loan scheme in 2006, the success of 
which will depend greatly on the effectiveness 
of income tax collection. Designing a cost-effec-
tive repayment mechanism in poorer countries 
should be at the top of the policy-maker agenda. 

Sources: Barr (2004) and Chapman (forthcoming).

B O X  3 . 7  Income-contingent loans 



 Learning for work and life 89

Offering second chances
Poverty, economic shocks, and bad schools 
force many young people to leave school 
without having acquired the basic skills 
they need for work and life. Large num-
bers also begin school late or never start. 
Allowing these youths to remain illiterate 
or semi-literate and unskilled throughout 
their lives is costly for them, their families, 
and their communities. Second-chance 
programs have effects on behavior beyond 
schooling and work that should be con-
sidered in evaluating their full effects. For 
example, reduced crime accounts for a sub-
stantial part of the benefi t of the Job Corps 
program in the United States.111

Many countries operate a variety of pro-
grams to get out-of-school youths back into 
school or in informal training courses—and 
illiterate young adults into literacy programs. 
Few countries, however, have a system of 
second chances that meets the diverse needs 
of young people. The high cost of operating 
such a system may be one reason. Another 
may be the need for innovative solutions and 
effective partnerships. Few countries have 
pilot tested and evaluated such programs.

The needs of out-of-school youths are 
diverse because they leave school at different 
points in the schooling cycle, with different 
levels of skill attainment. Some have never 
attended school and are functionally illiterate. 
Others have dropped out before completing 
basic education. Still others have completed 
basic education but did not acquire basic 
skills. Even among youths who have the same 
skills (or lack thereof), the second chances 
likely to be appealing and effective depend 
on the age of the young person.112 Second 
chances also need to be tailored to the local 
environment, which might be rural or urban 
in either a low- or middle-income country. 

This diversity adds to the challenge of 
providing a system of well-targeted second 
chances. Addressing diversity, while scal-
ing up enrollments, is greatly facilitated 
by reaching out to the private sector and 
NGOs. Government in these programs may 
be most effective as a standard setter, regu-
lator, and funder (along with international 
donors), and less as a provider. 

A policy and organizational framework 
for second chances—clearly linked to the 

formal school system and informed by 
the demands from the labor market and 
society—is often missing. In its place are 
numerous programs that focus on disad-
vantaged youths but are not linked to each 
other or to the school system. 

Young people still in school: 
Remedial education 
For those still in school, one policy response 
has been to offer poorly performing students 
supplementary instruction. Programs iden-
tify at-risk students at the primary level and 
provide better grounding for them when 
they reach the secondary—but identifying 
who needs such instruction is a key step. In 
some developed countries, such as Australia, 
Canada, and the United States, the results of 
standardized tests trigger a supplementary 
tutoring program. This may be challenging 
to implement in many developing countries 
because standardized testing is nonexistent or 
much less frequent, so rather than using stan-
dardized tests, the successful Balsakhi pro-
gram in India allowed teachers to informally 
identify students that were falling behind.

In many countries, however, the growing 
numbers of students who take after-school 
tutoring may be driven largely by teach-

Developed countries have integrated pro-
grams targeted to disadvantaged youth in 
secondary school to help them go to college, 
and have found them to be effective. Similar 
to the U.K.’s Aimhigher, the U.S.’s Upper 
Bound Program focuses more on preparing 
for college but does not provide fi nancial 
assistance. Its impacts on high school and 
college performance are generally limited 
but large for those with low educational 
expectations and at academically high risk.

In Mexico, a new World Bank-funded 
program recognizes that the limited access 
of disadvantaged youth to college needs 
to be addressed by a combination of tar-
geted fi nancial assistance (a mixture of 
loans and grants), academic support for 
poor and talented students in secondary 
schools to prepare them for college, and 
the diffusion of information about higher 
education opportunities and labor market 
outcomes through a Web-based labor-
market observatory.

School-based career guidance services 
can help students make better educational 
and career choices by providing them with 
information and skills. A review of the lim-
ited evidence on these programs in devel-
oped countries found positive effects for 
career decision making and maturity. Some 
middle-income and transitional economies 
are also introducing these services, namely 
Chile, the Philippines, Poland, Romania, 
Russia, South Africa, and Turkey. Most com-
mon is to provide guidance counselors, 
who have a broad mandate but focus on 
student learning and behavioral problems. 
The offi cial ratio of counselors to students is, 
however, very low (1:500 in the Philippines, 
1:800 in Romania), and counselors gener-
ally do not deal with education and career 
choices. 

Sources: Johnson (1996); Myers and Schirm 
(1999); and Watts and Fretwell (2004).

B O X  3 . 8   Integrated approaches address the many 
constraints on young people

“If we could go to school in the 

evenings, or for a few hours in the 

middle of the day, we could pull 

rickshaws during part of the day, 

and go to school for the rest. We 

cannot be in school the whole day, 

we need to earn money.”

Basti boy, Kalayanpur, Bangladesh

January 2006
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ers who seek other sources of income, with 
families bearing the costs. Teachers have 
a perverse incentive to create demand for 
their time in after-school tutoring by resist-
ing improvements in their regular classroom 
hours. For this reason, Hong Kong (China) 
and Turkey prohibit teachers from provid-
ing supplementary tutoring for their own 
students.113 Such a policy should accompany 
any effort to provide remedial education.

Well-designed remedial programs have 
proven to be successful in improving school 
outcomes for students of different ages and 
in very diverse environments, and often 
help the most disadvantaged students. 

• In 1999, Israel implemented a remedial 
education program to boost the per-
centage of students in the secondary 
academic track who earn matriculation 
certifi cates. The program targeted 10th 
through 12th graders who needed addi-
tional instruction to pass the matricula-
tion exams, usually determined by failing 
marks and teacher assessments. The pro-
gram increased the probability of partic-
ipating students earning a matriculation 
certifi cate by 22 percent.114 

• In India a large remedial education pro-
gram for younger children also had 
positive results.115 Young women from 
the community teach basic literacy and 
numeracy skills to primary school pupils 
who have not mastered the expected com-
petencies. It could be that class size mat-
ters more for children falling behind their 
peers: not capable of following the stan-
dard curriculum, they need individual, 
nonthreatening attention from a teacher. 

Young people who are out of school
Equivalency programs. To appeal to out-
of-school youth, second-chance programs 
must take into account why young people 
dropped out or never attended school, the 
challenges they will face to stay in a pro-
gram, and how they can be integrated into 
the formal education sector or fi nd employ-
ment. All these vary by age, skill, and the 
local environment. Equivalency, literacy, and 
job training programs may serve different 
youth populations, but their common aim 
of providing competencies for work and life 
requires a more integrated approach: literacy 
and equivalency programs that include life 
skills and vocational training, and vocational 
training programs that include life skills.

Equivalency systems use more practical 
curricula, more fl exible schedules, and less 
formal instruction methods than regular 
schools. They depend on a strong partner-
ship between the formal education sector, 
private providers of programs, and pro-
spective employers (box 3.9). Without this 
partnership, the graduates of equivalency 
systems will be left holding diplomas that 
allow neither reintegration into the regu-
lar school system nor employment in jobs 
requiring a certain level of competency.

The mode of delivery must take into 
account why young people dropped out. For 
example, to bring programs closer to homes 
in rural areas of Mexico, the Telesecundaria 
program offers lessons by video, while in 
the urban slums of Bangladesh, programs 
rent rooms rather than build schools to 
solve a supply shortage. Knowing that even 
small costs can be a barrier to enrollment 
for the poorest, successful programs pro-
vide textbooks, notebooks, and pencils. To 
accommodate the pressure for adolescents 

Two NGOs in Bangladesh—the Bangladesh 
Rural Advancement Committee (BRAC) and 
the Underprivileged Children’s Education 
Program (UCEP)—have provided education 
to many young people. In a comparative 
study by UNICEF, students from both pro-
grams performed much better on general 
tests than did students in the Department 
of Non-formal Education’s own Hard-to-
Reach schools program, although more rig-
orous impact evaluations are needed. 

The two programs rely on many of the 
same principles, but their mechanics differ. 
Both target the poorest and thus provide 
schools and all materials in the areas 
where the poorest people live. If a school 
is to be opened in an area, or students are 
targeted to begin the program, parents are 
involved before school starts, and continu-
ing parental involvement is expected. The 
feedback of parents, teachers, and students 
is regularly solicited, and the curricula have 
undergone continuing revisions. A simpli-
fi ed version of the standard government 

curriculum—focusing on Bangla, math, and 
social science—allows students to progress 
at a fast pace, maintaining their interest and 
permitting them to catch up to other young 
people.

BRAC and UCEP tailor their delivery 
to target young people of different ages 
and skill levels. BRAC’s Non-formal Primary 
Education Program targets younger people 
(ages 8–10) and reintegrates them into the 
formal education system. Their curriculum 
was adjusted to include English so that stu-
dents make a smooth transition to the for-
mal education system. UCEP targets older 
students (ages 10–16), and thus emphasizes 
speed (providing two grades of education 
in each year), completeness (providing fi ve 
or eight years of general schooling), and 
feeds students into UCEP-run vocational 
programs, which then integrate students 
directly into the private sector. 

Source: Eusuf and Associates and Center on 
Social Research and Human Development 
(2002).

B O X  3 . 9   Reaching out-of-school youth in 
Bangladesh
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to work, the Tutorial Learning System in 
Colombia allows students in rural areas and 
their facilitators to determine the preferred 
schedule and pace. This greater fl exibility 
should not, however, come at the expense of 
educational quality.

Aspects of the school environment—social 
support, curriculum, learning methods—
must be properly adapted because they 
affect both why young people dropped out 
of the formal school system, and whether 
they will stay in an equivalency program. 
For younger adolescents the support of par-
ents can reduce attrition and boost student 
performance, so involving parents in the 
early stages of a program is likely to pay off. 
In addition, programs that emphasize social 
support and emotional connections—by 
keeping the same group of students and 
teacher together over a multiyear program 
(Colombia’s Tutorial Learning System)—
tend to have lower dropout rates than pro-
grams whose fl exibility comes at the expense 
of such support and continuity (Nonformal 
Education Project in the Philippines).116 

Successful equivalency programs that hope 
to reintegrate people in the formal educa-
tion system often use teaching methods that 
are similar to those recommended above for 
formal schools—student-centered learning, 
regular assessment, and remedial sessions to 
involve students in their learning progress 
(box 3.9). Programs for older youth, however, 
often use very different approaches. The Mex-
ican National Institute for Adult Education 
(INEA) has developed an innovative educa-
tion model for out-of-school individuals 15 or 
older to learn how to complete the equivalent 
of primary, lower secondary, or upper second-
ary education. It provides a curriculum based 
on acquiring skills for work and life through 
a fl exible system of modules—individuals can 
choose among the modules and the length of 
the program is attuned to their needs, cover-
ing subjects such as health and civic education 
and vocational skills.

Literacy programs. The poorest countries 
in the developing world, and large pockets of 
disadvantaged groups in better-off countries, 
have out-of-school youths who are illiterate. 
Despite the magnitude (137 million youth), 
the illiteracy problem has been largely 

neglected by governments and donors, but 
there are signs of renewed interest—literacy 
is now part of the Millennium Development 
Goals and the Education for All goals. 

The past neglect is partly due to poor 
results of literacy programs, but there is 
room for adapting programs to the needs of 
participants. Many countries carried out lit-
eracy campaigns in the 1960s through 1980s 
through government-led, top-down brief 
courses that offered no follow-up. The uptake 
of eligible participants was limited, and about 
50 percent of them dropped out. Of those 
who stayed on, about half passed literacy 
tests, and about a quarter eventually regressed 
to illiteracy. So only a quarter of participants 
acquired stable literacy skills. Dropout rates 
fell and completion rates improved for these 
programs in the 1990s, but the literacy out-
comes were still modest.117 

A key aspect of the improvement was the 
shift to more contextual and demand-driven 
models. Attracting enrollees and keeping 
them interested is a big challenge. Many 
countries operate adult literacy programs that 
teach not only reading, writing, and arith-
metic but also job and life skills relevant to 
the local context. Several programs in Africa 
involve the local community, churches, and 
businesses. They apply active learning and 
other participatory methods for instruction 
in local languages, and they include postpro-
gram follow-up, such as reading activities, to 
solidify literacy skills. Examples include the 
Senegal Pilot Female Literacy Project and the 
Ghana Functional Literacy Project, which 
require at least 300 hours of instruction over 
18–21 months. The cost of the Ghana pro-
gram is $24 per enrolled learner per cycle 
and $43 per successful literate graduate per 
cycle. (None of these programs has been sub-
ject to a rigorous impact evaluation.)

Job training. Vocational training programs 
for out-of-school youth can be more cost-
effective by improving targeting, and ensur-
ing that programs are complemented with 
other services and tailored to the needs of 
local labor markets. Evidence from devel-
oped and developing countries shows low 
rates of return to most training programs, 
and few programs pass cost-benefi t tests.118 
Vocational training is most effective for those 
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at the high end of the wage distribution but 
often has less effect for those at the bottom, 
illustrating the complementarity of skills.119 
Programs also tend to be more effective 
when they include on-the-job training and 
employer sponsorship. Vocational programs 
for youth are most likely to improve the 

employment and earnings prospects of par-
ticipants when training is provided as part 
of a comprehensive package that includes 
employment services, counseling, and life 
skills.120 Examples include the Jovenes and 
Entra 21 programs in Latin America (see 
chapter 4 for more on training programs). 

Table 3.1  Summary of youth education policies 

 Proven and successful Promising but unproven Unlikely to be successful

Opportunities

Universal lower 
secondary to provide 
basic skills

Diversifi cation with 
fl exibility of postbasic 
education

Improving quality and 
relevance of education 
for work and life

Compulsory schooling laws (R. B. de 
Venezuela) 

Allowing private sector entry and private-
public partnerships (Colombia)
Providing quality assurance and information 
(Chile and Rep. of Korea)
Fostering competition (autonomy, 
performance-based funding) (Chile)

Teaching quality
Continuous, needs-based teacher training 
with follow-up
Well-designed and negotiated performance-
based pay (Chile) 

Moving vocational tracks to upper secondary (Chile)

No terminal vocational tracks (South Africa and Tunisia)
Transferable credit-based courses (Thailand)
Part-time schooling (Argentina and Russian Federation)

Making the curriculum more relevant
Practical, thinking, and behavioral skills (South Africa)
Blending of vocational and general curricula (Chile)
Better connection to work and local economy (China’s 
university-local economy linkages, U.S. Career 
Academies and Germany dual system)
School Accountability
Disseminating information on school performance (Chile)

Early tracking and selection 
(Tanzania and Tunisia)

Unregulated private sector 
(Cambodia)

Teacher incentives based on 
narrow test scores (Chile, 
Kenya, and Mexico)

Capabilities

Motivating students

Providing better 
information

Financial incentives to 
alleviate constraints to 
better choices

Developing behavioral skills (U.S. Big 
Brother/Big Sister and Philippines Make a 
Connection)
Improving school connectedness with 
students (United States)
Improving incentives to exert effort (merit 
scholarships for girls in Kenya)

Information on education opportunities (U.K. 
Aimhigher)

Conditional cash transfers (Mexico 
Oportunidades)
Vouchers (or benefi ciaries) in Colombia

Including students in school policy decision making 
(Georgia and Russian Federation)
Young person–based conditional cash transfers 
(Bangladesh stipends for girls)

School-based career guidance services (Poland and 
Turkey)

Income-contingent loans (Australia and Thailand)
Individual learning accounts (Mexico)

Second chances

Remedial education

Equivalency programs

Literacy programs

Vocational training

Testing to determine eligibility (Israel)
Combining with other services (information, 
fi nancial incentives, mentoring) (U.S. Upward 
Bound Program)

Combining with life skills (Jovenes and Entra 
21 in Latin America) 

Group classes with fl exible schedules (Colombia)
Simplifi ed and practical curriculum, life skills (Mexico)
Mechanisms to smooth transition to formal education or 
work (Bangladesh)

Benefi ciary participation in design (Bangladesh)
Combination with skills training (Senegal and Ghana)
Built-in follow-up mechanisms (Bangladesh)
Partnerships with private sector and NGOs (Bangladesh 
and Brazil)

Supplementary teaching 
parallel to regular classes 
provided by the same 
teachers (Cambodia)

Individual, self-paced 
programs (Philippines)
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Governments can help improve the skills of 
young people for work and life by imple-
menting policies that meet their needs. The 
balance and sequencing of education poli-
cies across the three dimensions—postpri-
mary education opportunities, tools to 
enhance education decision making, and 
second-chance education options—as well 
as prioritization among them (basic skills 
rather than postbasic skills) depends on the 
state of a country’s education system (how 
it performs in preparing youth for work 
and life), its level of development, its overall 
development priorities, and the priorities 
of its young people. For example, young 
people consulted in Bangladesh demanded 
more part-time schooling, while those from 
Georgia set the teaching of decision-making 
skills as a priority.121 This Report proposes 
the following key areas of policy action 
(table 3.1):

• Improve educational preparation for 
adolescence by building a strong founda-
tion and providing quality basic educa-
tion (including lower secondary) for all. 
Relevant to most developing countries, 
this should be a priority for low-income 
countries where large numbers of young 
people do not attain the basic skills 
needed for further study, work, and life.

• To meet the growing demand for post-
basic skills, provide diverse and fl exible 

postbasic learning options; a relevant 
curriculum that teaches practical sub-
jects, thinking skills, and behavioral 
skills; and connection between school 
and work—all abetted by teachers who 
are well-prepared and motivated. This 
should be a priority for middle-income 
countries where most young people are 
equipped with adequate levels of basic 
skills and there is an increasing demand 
for postbasic skills (from primary school 
or from the labor market). 

• To enable young people to make better 
education choices, develop their behav-
ioral skills, involve them as stakehold-
ers in their own education, and provide 
them with fi nancial incentives and good 
information. This applies to all coun-
tries, but fi nancial incentives should be a 
priority for countries where many young 
people do not go to secondary school 
even though the facilities exist.

• To meet the learning needs of young 
people who failed to acquire basic skills 
the fi rst time around, develop a sys-
tem of remedial education, equivalency 
programs, literacy programs, and skills 
training that takes into account their 
diverse needs and economic conditions. 
This is a priority for countries with large 
numbers of young people who are out of 
school and lack basic skills, particularly 
countries that have “lost generations” of 
young people.



Emerging health risks
Greater wealth and changing lifestyles have 
increased the exposure of youth to new 
technologies, mass media, and global cul-
ture—45 percent of urban youth have used 
the Internet. This is creating tension between 
traditional and modern values. It has also led 
to new health risks, such as drug use, HIV/
AIDS, unwanted pregnancies and abortions, 
and traffi c accidents. Well over half of all 
reported cases of HIV infections are inject-
ing drug users. Youth make up a growing 
share of HIV/AIDS infections—from 10 
percent in 1994 to about 40 percent today. 

Information gaps—fewer than 60 per-
cent of rural youth had ever heard of syphi-
lis or gonorrhea, and 45 percent of youth 
reported not knowing how to use a con-
dom—and negative attitudes toward con-
dom use—only about 15 percent of youth 
have ever used a contraceptive method—
make young people vulnerable to sex-
related health risks.

Young women are especially vulnerable 
to sex-related health risks because of their 
limited decision-making power and the 
lack of comprehensive sex education. The 
cultural stigmatization of risky health and 
social behaviors as “social evils,” particu-
larly as they relate to HIV/AIDS, has been a 
major impediment in delivering prevention 
and care to vulnerable groups and in devel-
oping effective behavior change communi-
cation. Vietnam lacks youth-specifi c health 
policies to address the impact of HIV/AIDS 
and substance abuse. 

A few programs have begun to fi ll this 
gap through life skills education and youth 
reproductive health services. UNICEF, in 
partnership with the Ministry of Educa-
tion and Training, the Vietnam Women’s 
Union, and the Vietnam Youth Associa-
tion, provides healthy living and life skills 
for youth, focusing on ethnic minorities 
and young women. The program includes 
life skills education for 120 lower secondary 
schools, and its success has led the Ministry 
of Education to work toward mainstream-

ing the activities into the lower secondary 
curriculum. It also includes community-
based Healthy Living Clubs to reach out-of-
school adolescents and equip them with the 
knowledge and practical skills to respond 
to and cope with substance abuse, unpro-
tected teenage sexual relationships, and the 
risk of HIV/AIDS. 

In the last 10 years, road deaths have 
increased fourfold—from 3,000 a year 
to almost 13,000. Road accidents on a 
motorcycle are now the leading cause of 
death for youth ages 15–24. Motorbike 
racing and limited helmet use (only 25 
percent of young drivers wear helmets) 
are the main behavioral factors behind 
these figures. The costs are also borne by 
the society as a whole: road injuries con-
sume 75 percent of medical care budgets 
in urban hospitals. 

The Asia Injury Prevention Foundation 
is working with the Ministry of Education 
and Training to introduce a Traffi c Safety 
Education curriculum in primary schools. 
More is needed, however, on road safety 
enforcement.

Managing rural-urban migration
The surge in business activity has led to a 
huge increase in the demand for labor, with 
major shifts from agriculture to nonagri-
cultural activities and migration from rural 
to urban areas. Between 1994 and 1999, 
more than 4 million people seeking better 
employment and economic opportunities 
moved across provincial borders, with more 
than 53 percent moving into urban centers, 
particularly Hanoi and Ho Chi Minh City. 
Over half these internal migrants were 
younger than 25 years old, with the high-
est rate for those ages 20–24. Migration 
has been happening at a very fast pace: the 
2004 population census of Ho Chi Minh 
City uncovered 420,000 more people living 
in the city than authorities had predicted. 
Migrants there make up about 30 percent 
of the population, and outnumber perma-
nent residents in 7 of 24 districts. 

Starting in 1986, Vietnam gradually shifted 
from a centrally planned system to a social-
ist market economy. It doubled its GDP in 
the 1990s and more than halved the poverty 
rate from 58 percent in 1993 to 20 percent 
in 2004. Fueling these changes was a dis-
ciplined, hard-working, and fast-learning 
young population. More than half of its 83 
million people are under 25 years old, and 
27 percent are between 12 and 24. 

Youth in Vietnam today are more edu-
cated, healthier, and more optimistic than 
ever before. The lower secondary school 
completion rate increased from 25 per-
cent in 1992 to 62 percent in 2002 (see the 
fi gure). Although disparities remain, the 
improvements have been widely shared, 
with females, rural youth, ethnic minori-
ties, and the poor benefi ting proportion-
ally more. The fi rst Survey Assessment of 
Vietnamese Youth—conducted in 2003 and 
consisting of a household-based sample 
of 7,584 youth ages 14–25—shows that 
most Vietnamese youth are hopeful about 
the future, believing that they have more 
opportunities and a brighter future than 
their parents.2

Vietnam has been experiencing a period of unprecedented economic growth and poverty reduction. The youth cohort today 
is larger, more educated, healthier, and more enthusiastic than ever before. However, growth has not fi xed all problems. 
Indeed, it may have brought some new ones for Vietnamese youth: exposure to new health risks, diffi cult conditions among 
rural migrants, frustration from the inability to fi nd jobs that match their higher levels of education, and the inadequacy of 
the skills produced by the education system relative to the changing needs of the labor market.1

spotl ight Vietnamese youth: Managing prosperity

Source: Staff estimates based on nationally representative 
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This massive migration wave, by itself, 
puts pressure on services and jobs and 
creates tension with the local population. 
Under the registration system, migrants 
need to get permanent registration status 
in their new places before they can use such 
services as public schools, health insurance, 
housing, and microcredit. Access to perma-
nent residence status, however, is very lim-
ited, putting migrants at high risk.

In Ho Chi Minh City, about 40 percent 
of children (ages 11–14) of short-term and 
seasonal migrants are out of school, com-
pared with 15 percent of children of non-
permanent migrants, who have resided for 
over six months and can demonstrate per-
manent employment. Older youth are at 
even greater risk: 80 percent of short-term 
and seasonal migrants and 53 percent of 
nonpermanent migrants 15 to 18 years old 
have dropped out of school, compared with 
34 percent of permanent residents. 

Migrants tend to work in small fi rms and 
the informal sector where they enjoy little 
protection in terms of collective bargaining, 
fair wages, and other benefi ts. Migrants also 
lack access to public microcredit to start a 
new business. 

A revision or elimination of the house-
hold registration system has been debated 
in the National Assembly. A proposal to tie 
the budget for public services to actual (and 
frequently updated) population counts is 
also being considered. Beyond improved 
access to general services, however, few 
social protection programs are targeted to 
vulnerable migrants.

Action Aid recently began offering 
holistic assistance to the migrant commu-
nity, including evening classes delivering 
basic education for children out of school, 
HIV information, commercial sex worker 
outreach and services, and a microcredit 
scheme to support livelihood develop-
ment. Marie Stopes International provides 
health services for youth migrants through 
mobile clinics and site-based clinics in 
industrial zones. 

Managing expectations 
and improving the 
relevance of education
About 1.4 million young Vietnamese enter 
the labor market each year. They are becom-
ing better educated—the relative supply of 
workers with primary education to those 
with upper secondary education or higher 
is growing rapidly—and have high expecta-
tions about their futures. The large number 
of better prepared and more enthusiastic 
youth entering the labor market creates 
enormous opportunities, but also substantial 
risks if they are not productively employed.

The increase in the return to upper 
secondary and tertiary education relative 
to primary education between 1992 and 
2002 indicates an increase in the relative 
demand for workers with upper secondary 
education or higher. Returns between 2002 
and 2004 have dropped, however, suggest-
ing that the supply of educated workers is 
beginning to outpace demand. As a result, 
many young people are taking on jobs well 
below their education level or are underem-
ployed. They risk becoming frustrated.

The key policy challenge is the inad-
equacy of the skills produced by the educa-
tion system to meet the changing needs of 
the labor market. About 50 percent of fi rms 
in the textiles and chemical sectors con-
sider skilled labor to be inadequate for their 
needs. About 60 percent of young workers 
with vocational and college education need 
further training right after they become 
employed. Software companies also report 
that local IT training institutions fail to 
produce qualifi ed graduates, and that they 
have to spend at least one year retraining 
80–90 percent of recruits.

Although Vietnam has greatly increased 
the number of people that go through the 
school system, the curriculum and teaching 
methods have not kept pace. The curriculum 
in upper secondary and tertiary education 
(and even vocational education) remains 
too theoretical, providing little variety. 
Youth consulted in Ho Chi Minh City and 

Hanoi complained about the irrelevance of 
the curriculum and teaching being too pas-
sive and not interactive. 

Although some training takes place in 
fi rms, it does not cover the training needs 
of many who struggle to be productively 
employed. This is particularly the case of 
youth who were left behind in the country’s 
bonanza, who fi nd themselves without the 
basic skills for work and life. There are, how-
ever, some examples of second-chance pro-
grams run by nongovernmental organiza-
tions (NGOs) that target these individuals. 

The Blue Dragon Children’s Foundation 
is an Australian organization that supports 
children and youth ages 7–20 from disad-
vantaged backgrounds (including street chil-
dren). A contract is set up with each child, 
specifying objectives, the program to achieve 
them, and the obligations. The program pro-
vides integrated services, including scholar-
ships, food and lodging, health assistance, 
English and computer skills, recreational 
activities, and counseling. The program also 
facilitates access to other successful NGO 
programs (e.g., KOTO) that provide voca-
tional training for disadvantaged youth with 
at least lower secondary schooling. KOTO 
combines hospitality training with life skills 
training and hands-on experience. Trainees 
are provided with housing, food, medical 
insurance, and a training allowance.

Youth policy development
Young people are increasingly seen as an 
instrumental force for driving the country’s 
future, but cultural perspectives that view 
this group as immature and needing guid-
ance and control, persist. This has impli-
cations for youth policies, which are often 
problem oriented. Some positive changes in 
youth policy are under way. The National 
Youth Development Strategy by 2010 and 
the fi rst Law on Youth have recently been 
adopted, and a Master Plan for Youth 
Health is currently being developed. And 
some youth have been consulted on these 
and other government plans. 


