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CENTRE OF PLANNING AND ECONOMIC RESEARCH 

The Centre of Planning and Economic Research (KEPE) was established as a research 

unit, under the title "Centre of Economic Research", in 1959. Its primary aims were the 

scientific study of the problems of the Greek economy, encouragement of economic 

research and cooperation wi th other scientific institutions. 

In 1 964 , the Centre acquired its present name and organizational structure, wi th the 

following additional objectives: (a) The preparation of short, medium and long-term 

development plans, including plans for regional and territorial development and also public 

investment plans, in accordance wi th guidelines laid down by the Government, (b) The 

analysis of current developments in the Greek economy along wi th appropriate short-term 

and medium-term forecasts; also, the formulation of proposals for appropriate stabilization 

and development measures, (c) The further education of young economists, particularly in 

the fields of planning and economic development. 

The Centre has been and is very active in all of the above fields, and carries out 

systematic basic research in the problems of the Greek economy, formulates draft 

development plans, analyses and forecasts short-term and medium-term developments, 

grants scholarships for post-graduate studies in economics and planning and organizes 

lectures and seminars. 

In the context of these activities KEPE produces series of publications under the tit le 

of "Studies" and "Statistical Series" which are the result of research by its staff as well as 

"Reports" which in the majority of cases are the outcome of collective work by working 

parties set up for the elaboration of development programmes. "Discussion Papers" by 

invited speakers or by KEPE staff are also published. 

The Centre is in continuous contact wi th similar scientific institutions abroad and 

exchanges publications, views and information on current economic topics and methods of 

economic research, thus further contributing to the advancement of the science of 

economics in the country. 
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DISCUSSION PAPER SERIES 

This series of Discussion Papers is designed to speed up the dissemination of 

research work prepared by the staff of KEPE and by its external collaborators wi th a view 

to subsequent publication. Timely comment and criticism for its improvement is appreciated. 
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ABSTRACT 

This paper uses data from the 1988 Family Expenditure Survey to estimate and 

analyze the private expenditure on education in Greece. Such expenditure amounts to 

111,624 million drs. per year or 2.1 percent of total household expenditure. The aggregate 

expenditure of households is roughly half of what the state is spending on education. The 

dominant type of expenditure is for foreign languages and private cram schools (front/steria). 

There are sharp differences in private expenditure on education depending on the location 

of the household (spending in Athens is t w o and one-half times that of small towns and 

villages), the household's total expenditure, as well as the occupation and educational level 

of the head of the household. The findings are discussed in the context of the equity and 

efficiency of current education provision and financing policies. 
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I. INTRODUCTION 

Greece, like many other countries, has a policy that most educational services are 

provided by the state, where attendance and textbooks are free at state-owned educational 

institutions at all levels, regardless of the students' financial resources. The state guarantees 

a public school place to all children up to the end of the secondary school cycle, although 

in some urban areas, attendance may alternate between morning and afternoon classes. For 

entrance to higher education, however, the candidate has to succeed in a very competitive 

national examinations system. Each year the number of participants to university entrance 

examinations far exceeds the number of available slots (see Lambropoulos and 

Psacharopoulos, 1992, Table B-1). Unlike primary and secondary education, which is 

delivered by both public and private schools, Article 16 of the country's Constitution 

mandates that higher education in Greece be provided only by the state and private 

universities are prohibited.1 

These regulations, in conjunction wi th the drastic socioeconomic changes of recent 

decades, have led to an impasse. On the one hand, the rapid rise in real household incomes, 

urbanization, and employment growth in the public sector have led to increased demand for 

secondary and higher education. On the other hand, the growth in demand for entry to 

higher education has been unmet by the state educational system. Thus many of those who 

fail the university entrance examinations attend private preparatory cram schools known as 

frontisteria or take private tutoring and repeat the exam year after year. It is not uncommon 

for secondary school graduates to participate in university entrance examinations t w o and 

three times until they succeed or give up. The limited availability of domestic university 

places has forced many prospective students to seek study abroad. Moreover, because of 

this long prevailing university slot shortage, and because studying in certain advanced 

industrialized countries is considered prestigious and promising for economic and social 

advancement, many secondary school students give priority to preparing themselves for 

such studies by studying foreign languages and taking other requisite courses in anticipation 

of failing to enter a Greek university.2 

\ For a survey of the evolution and present state of the Greek educational system, see 
Kanellopoulos (1996). 

2. In the academic year 1 985-86, 34,267 Greek students were enrolled abroad. This is 
equivalent to 20.4 percent of the domestic university students (Psacharopoulos 1 992 , Table 
II). 
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In this context it is not very surprising that, as everyone living in Greece understands, 

many families incur considerable private expenditures for the education of their offspring, 

even if the latter attend public schools. Such expenditure, which might be a substitute or 

complement to public education expenditure, is mainly for private schools at the primary and 

secondary level, private tuition and frontisteria in preparation for the very competitive 

university entrance examinations, and tuition fees and related expenses for those studying 

in a foreign university. 

In this paper we use official household data to document what families spend 

privately for education, and to compare education expenditure to other magnitudes in the 

Greek economy. Moreover, our findings shed some light regarding the equity and efficiency 

of the existing pattern of education financing.1 

\ For the efficiency and equity effects of public education financing see Hansen and 
Weisbrod (1969), Pechman (1970), and Conlink (1977) for the United States, and World 
Bank (1986) and Jimenez (1987) for developing countries. 
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II. THE SURVEY 

The data used in this paper come from the 1988 Family Expenditure Survey 

conducted by the National Statistical Service between November 1987 and October 1988 

throughout the entire country. The survey's main purpose was to provide information on the 

household expenditure structure for revising the retail price index.1 In this context the 

survey was designed to be representative of all households and, thus, reliable regarding the 

measurement of household expenditure. The total number of households surveyed was 

6,489 covering over 20,000 individuals, including children. Private household education 

expenditure was classified into eight categories (private school tuit ion, tuit ion for technical 

education, private coaching lessons, cram schools, language, music, books and paper).2 

The survey also raised information on various regional, demographic and socioeconomic 

household characteristics, which allowed us to analyze the household educational expenses. 

\ For an analytical description of the survey's design, coverage and response rate, see 
National Statistical Service of Greece (1990). 

2. Note, however, that the survey did not include a question that would enable us to 
single out household expenses for studies abroad. Thus the estimates presented here are 
lower bounds of the true household expenditure for education. 
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III. THE PRIVATE EDUCATION EXPENDITURE 

Table 1 presents the average household expenditure on education by category and 

compares it to total household expenditure for the whole sample, and among those 

households that reported non-zero education expenditure (called Spender). It turns out that 

in 1988, each household spent on average 2,870 drs. per month on private education, 

which represents 2.08 percent of the total household expenditure.1 Extrapolating the above 

statistic to the country as a whole yields 111,621 million drs. for 1988,2 which is 

compared to 241,968 million drs. of public expenditure on education for the same year (see 

Greek Government 1988, p.75). Thus, private spending on education is almost half (46.1 

percent) that of government spending. The largest component of this expenditure is for 

foreign languages (869 drs./month per household or, equivalently, 38,833 million drs. per 

year for the country as a whole), while expenses on school fees, private lessons and 

frontisteria are almost similar at around 350 drs./month. 

Another dimension of educational expenditure is to confine the analysis to those 

households who participate in such expenses. Such households devote on average 8,662 

drs./month to education services, which is equivalent to 4.67 percent of their total 

expenditure. To put it in perspective, this amount of money is equivalent to 18.5 percent 

of the minimum monthly wage at the t ime, as determined by the General Collective 

Bargaining Agreement, or equivalent to 14.3 percent of the average female take-home pay 

as derived from the same data set. In households wi th positive school fees expenditure, they 

devote 5.2 percent of their income to this service, or 12,334 drs./month. In the case of 

foreign languages buyers, the corresponding figures are 2.32 percent and 4 ,476 drs./month. 

\ According to the previous Family Expenditure Survey conducted in 1982, the share 
of household expenditure on education was 1.39 percent of the total expenditure, while 
during the period 1982-88, the average household expenditure on education in real terms 
shows a remarkable rate of growth (5.8 percent annually). 

2. For 1988 on average, 142 drs. = US$1.00. 
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TABLE 1 

Average Education Expenditure by Type 

Expenditure Type 

School Fees 

Technical Schools 

Frontisteria 

Private Lessons 

Foreign Languages 

Music 

Books 

Paper 

Total Education 

Expenditure 

Average Household Education 

Expenditure (drs./month) 

All Households 

369 

221 

335 

321 

869 

223 

147 

201 

2867 

Spenders 

12334 

5228 

7200 

8067 

4476 

3335 

2789 

5087 

8662 

Education Expenditure as 

Percentage of Total 

Household Expenditure 

All 

Households 

0.27 

0.16 

0.25 

0.23 

0.63 

0.16 

0.11 

0.15 

2.08 

Spenders 

5.19 

2.67 

3.90 

3.48 

2.32 

1.48 

1.33 

2.10 

14.67 

Even though it is not easy to compare these percentages wi th those of other 

countries, it turns out that the share of money Greek households pay for educational fees 

is one of the highest among countries in the European Union for which similar statistics exist 

(see Table 2). 

Table A-1 presents the composition of total education expenditure by selected 

socioeconomic characteristics.1 It is worth noting that such expenditure increases sharply 

as total expenditure (implying income) rises. While spenders belonging to the lowest 20 

percent of sample's total expenditure distribution display an average education expenditure 

\ The table reports averages only for cells based on 10 or more observations. 
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of 2,923 drs./month, those belonging to the upper 20 percent of this distribution spend on 

the average 13,602 drs./month. As total expenditure reflects ability to pay, this variation 

indicates unequal opportunity to education, existing in a country wi th free education 

provision. 

TABLE 2 

Expenditure on Education 

as a Percentage of Total Household Expenditure, 1988 

Country 

Denmark 

Greece 

France 

Ireland 

Luxembourg 

Netherlands 

All 

Households 

0.32 

1.58 

0.45 

1.22 

0.97 

0.41 

Private Sector 

Manual 

Workers in 

Industry or 

Services 

0.25 

1.36 

0.35 

0.58 

0.78 

0.51 

Non-

manual 

Workers in 

Industry or 

Services 

0.38 

2.14 

0.60 

1.73 

1.22 

0.49 

Public Sector 

Manual 

Workers in 

Industry or 

Services 

1.35 

0.42 

0.55 

Non-

manual 

Workers in 

Industry or 

Services 

2.23 

0.52 

0.48 

Source: Eurostat 1992, Table 2-4. 

Private school fees, which are clearly for services that substitute those offered at 

public schools, are much higher in Athens than other areas. Moreover, almost 6 out of 10 

households paying for private schools are located in Athens, while in many other regions 

private schooling is nonexistent. Those who spend for private schooling appear to be well 

educated employees and couples wi th two children. Technical education fees on average 

cost households less than half of that for general education and are more evenly spread 
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across regions. Such expenditure seems to be concentrated among households wi th a less-

educated household head. 

Not surprisingly, expenditure on cram schools (frontisteria) is observed across all 

characteristics reported in Table A-1 and is rather insensitive to the household's total 

expenditure. Households wi th secondary school students or graduates are very likely to 

undertake such expenditure. Private tutoring appears to be slightly more expensive than 

frontisteria and more closely related to the household's total expenditure and the household 

head's educational level. The share of private tutoring in total household education 

expenditure is 11.2 percent, and for the whole country it amounts to 12,488 million drs. 

As a result of this kind of education expenditure a new term has entered the modern Greek 

vocabulary: parapaedeia (or, parallel education) to describe these educational activities. The 

essence of this term being that such activities are outside the formal educational system, 

rather complementary to it, not regulated by the state nor reported or taxed. Other private 

education services, because of their nature, might evade taxes as wel l . The public belief in 

Greece, documented here, is that parapaedeia is thriving. 

As noted above, total expenses devoted to languages dominate the other types of 

education expenditure. They are however the most commonly met across all groups. The 

same pattern fol low expenses for music education. Expenses on languages and music are 

mainly complements to the formal educational system. These expenditures usually signal a 

lack of such courses in the public system, even though the situation is improving rapidly in 

recent years wi th the appointment of foreign language teachers at primary public schools. 

Finally, expenses on books and paper, even though school textbooks are offered free to 

public school students, are, to a certain extent, unavoidable and their value is relatively small 

(2,789 and 5,087 drs./month per spending family). 

A prima facie explanation of the variations in education expenditure by category 

seems to be the above-mentioned features of the educational system. Foreign languages, 

until recently, were not taught at all at primary public schools, while at public secondary 

schools such teaching has been rather inefficient. The same more or less has occurred wi th 

teaching music. Thus pupils and parents turn to private institutions in order to obtain these 

services. 

A Tobit model was f i t ted to estimate the income elasticity of demand for education. 

The Tobit model was chosen because many households had zero expenditure on education. 

Total household expenditure was used instead of income in order to obtain a more reliable 

estimate given the possibility of income underreporting, especially among farmers. Table 3 

shows the maximum likelihood estimates of the education consumption funct ion, and the 

income elasticity based on it. 
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Thus, education expenditure in Greece can be considered a luxury good. In a similar 

exercise for Japan, the elasticity was found to be equal to 2.35 (see Hashimoto and Heath, 

1995; for other estimates of the income elasticity of demand for education see Jimenez, 

1987, Table 7.2). 

TABLE 3 

Tobit Model 

Variable 

Constant Term 

Total Household 

Expenditure 

Log-likelihood 

Ν 

Coefficient 

-17331.7 

.066 

(30.86) 

-25521 

6,473 

Mean 

1.0 

137,900 

Elasticity 

3.18 

Notes: Mean dependent variable is 2,860. 

Number in parenthesis is t-ratio. 

Elasticity = 0.066 (137,900/2,860). 
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IV. WHO SPENDS ON EDUCATION? 

Since only one-third of households spend on education, Table A-2 contrasts the 

characteristics of those who report positive expenditure on education and those that do not. 

column 1 shows the percentage distribution of the sample by household-head characteristic, 

whereas column 2 shows the distribution of spenders. Column 3 shows the probability of 

a household being a spender for each background characteristics, and column 4 the 

spending incidence (column 2/column 1). The incidence and probability of education 

spending varies considerably by socioeconomic group.1 

Education expenditure is a rather urban phenomenon. While the Greater Athens area 

represents 35.6 percent of all households, its share of education spenders is 41.1 percent. 

On the other hand, while households living in rural areas (less than 10,000 inhabitants) 

represent 35.3 percent of the sample, spenders account for 26.4 percent. Interestingly, the 

differences of the incidence of education expenses between the nine regions of the country 

are not as wide as between urban and rural areas. In all regions at least one out of four 

households reports education spending. Occupation and education of the household head 

turn out to be significant determinants of whether a household spends on education. The 

higher the head's educational level, the greater the education spending propensity. 

Occupational position of the household head is closely related to the concentration and 

incidence of education expenses. Employers are more prone to spend on education than 

employees or the self-employed. 

The composition of the household also appears to be a significant determinant of 

whether it spends on education. While households wi th at least three children under the age 

of 1 6 represent 3.2 percent of the population, they account for 6.9 percent of the spenders. 

Almost 3 out of 4 (72.3 percent) of these declare education spending. A similar pattern 

appears for couples wi th two children under 16 and for one-parent households wi th young 

children. The willingness to pay for education is not confined only to wealthy households. 

The general rule, enhanced by the nature of university entrance exams (memorization, one 

textbook), is for university candidates to attend front/Steno or receive private tutoring. 

Related to this is the variation of education spending according to the age of the household 

head. Almost 40 percent of households wi th young heads are spenders (indicating mainly 

individuals still wi thin the educational system). Then their participation in education spending 

declines to 27.5 percent for households wi th heads aged 25-34, to reach its peak (62.6 

\ All variables included in Table A-2 are statistically significant determinants whether 
households are spenders or not, according to the F test. 
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percent) at the next age group, reflecting the education expenses for their children. Even 

though households where the head works in the public sector show a relatively higher 

education expenditure incidence, this difference does not seem very pronounced. 

It is worth noting that the probability of spending on education increases along the 

household's expenditure level. For households belonging to the bottom 20 percent 

expenditure distribution only the 6.5 percent spend on education. On the other hand, for the 

upper 20 percent of the expenditure distribution, 55.8 percent appear to devote financial 

resources to education. Such remarkable differences are incompatible wi th the concept of 

equal opportunity to education (for poor and rich), which the existing "free education" policy 

is supposed to provide. 

Table 4 presents the results of a multivariate model to assess the strength of several 

factors associated wi th a household spending privately for education. In order to restrict the 

sample as much as possible to those households having school-age children, the selection 

criteria included only those heads who were married and aged 55 years or less. Because 

"Spender" is a 0-1 limited dependent variable, a logit model was f i t ted. The model expresses 

the probability (P) of a household spending privately on education, as a function of various 

characteristics (X), such as the head's age, his/her gender, the number of children, 

household income and years of schooling, 

Ρ = 
1+ e Σ PÄ 

The reported coefficients in the last column of Table 4 are partial derivatives 

indicating the change in the probability of a household being a spender relative to a unit 

change in one of the independent variables, 

p « ß, J* <i - P) 
d X; 

where Ρ refers to the dependent variable-probability of the event, ß to the logit coefficient 

and X is the string of independent variables used in the regression. For example, every extra 

year of schooling that a household head has increases the probability by 2.2 percent that 
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the household will spend privately for education, around the mean sample probability of 51.4 

percent. 

TABLE 4 

Logit Model on the Probability 

of a Household Spending Privately on Education 

Variable 

Household Size 

Children less than 6 

Children 6-13 

Years of Schooling 

Household Income 

(10,000 drs.) 

Male 

Constant 

Pseudo-R2 

Ν 

Mean dependent 

Logit Coefficient 

0.406 

-0.922 

0.781 

0.089 

0.023 

-0.929 

-2.003 

0.732 

3,122 

51.4 

(percent) 

Variable Mean 

3.84 

0.39 

0.68 

9.15 

16.2 

0.96 

1.00 

Partial Derivative 

(percentage 

points) 

10.1 

-23.0 

19.4 

2.2 

0.72 

-23.2 

Note: All logit coefficients are statistically significant at the 1 percent probability level or 

better. 
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VI. CONCLUSION 

Why do Greek households spend so much on privately educating their children? 

There are two reasons: 

i. because rewards in society are very strongly related to the level of 

educational attainment of the individual, and 

ii. because state resources do not permit many Greek families to get the amount 

and type of education they want. 

Table 5 presents the mean earnings of household heads by level of education. There 

is a clear stratification in the sense that the more education one has, the higher the level of 

income. Prospective students and their families look at this reward structure and aspire for 

their children to attain the highest educational level possible. Moreover, the more educated 

are more likely to enter well paid jobs in the broad public sector (Kanellopoulos, 1994). 

Table 5 

The Reward Structure by Level of Education (drs./month) 

Educational Level 

Primary Incomplete 

Primary Completed 

Secondary Level 

Higher Level 

Overall 

Mean Labor Income 

Males 

60,472 

70,609 

81,451 

108,599 

81,616 

Females 

42 ,124 

49,811 

60,819 

80,865 

60,482 

Source: Based on the 1988 Household Expenditure Survey. 
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The so-called "social demand" for education in Greece has risen beyond what the 

state could possibly finance out of public revenue {see Psacharopoulos, 1990). Because of 

the constitutional provision of free higher education, quantitative restrictions have been 

placed whereby in many cases only one out of 10 candidates enters a proper full-cycle 

university. (See Papas and Psacharopoulos, 1987.) 

Even though there is free provision of education at all levels, the household 

expenditure pattern on education services shows that there still exists remarkable inequality 

in access to education. It is very doubtful whether the limited higher-level places are rationed 

to the brightest candidates. The willingness to pay, as shown by the level and structure of 

private education expenses, seems to matter. A movement towards accountability, 

scholarships and loans would improve equity and efficiency of the education system. 

The previous analysis has shown that there is remarkable willingness of households 

to pay for the education of their children and that an excess demand for higher education 

has existed in recent decades. However, this excess demand cannot be satisfied 

domestically and supply has been " imported". About 10 percent of Greeks holding higher 

education degrees come from abroad; this approaches 30 percent for doctors and engineers 

(Kanellopoulos, 1996). The state monopoly of providing higher education has prevented 

other potential actors from responding to the prevailing excess demand. Article 16 of the 

Constitution could be abolished so that more educational resources are likely to remain in 

Greece.1 This will release state resources that could otherwise be used for fellowships to 

poor households. 

\ For other privatization efforts in Europe, see Psacharopoulos (1992). 
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TABLE A-2 

Education Expenditure by Selected Household Characteristics 

Household Characteristic 

Locality 
Athens 
Other Urban 
Rural Areas 

Region 
East Mainland & Islands 
Central & Western Macedonia 
Péloponnèse & West. 

Mainland 
Thessaly 

Eastern Macedonia 
Crete 
Epirus 
Thrace 
Aegian Islands 

Occupation 
Professional 
Managerial 
Clerical 
Sales Workers 
Services 
Farmers 
Crafts 
Non Act ive 

Employment Status 
Employee 
Self-employed (not in agric.) 
Self-employed (in agric.) 
Employer 
Not in the Labor Force 

Sector of Employment 
Public 
Private 

Education 
Higher Level 
Secondary 
Primary 
Primary Incomplete 

All 
Households 

(percent) 

(1) 

35.6 
29.0 
35.3 

42 .2 
17.4 
11.2 

6.7 
4.1 
5.0 
4.3 
3.5 
3.8 

7.5 
1.7 
6.5 
6.9 
6.4 

12.5 
22.5 
36.0 

34.5 
13.7 
1 1.3 

4.2 
36.3 

24.8 
75.2 

12.0 
20.2 
50.5 
17.4 

Spenders 
(percent) 

(2) 

41.1 
32.4 
26 .4 

48 .8 
19.0 

8.9 
5.5 
3.1 
4.0 
3.9 
3.5 
3.1 

12.3 
3.0 
9.8 

10.7 
7.9 
9.5 

29.6 
17.1 

48.2 
18.6 

8.3 
7.4 

17.5 

29.5 
70.5 

17.5 
26.9 
49 .6 

6.0 

Education 
Expenditure 

Incidence (percent 
probability) 

(3) 

38.2 
37.0 
24.7 

36.5 
36.1 
26 .4 
27.3 
31.2 
26.8 
30 .4 
34.2 
27.4 

54 .4 
57.5 
49 .8 
51.5 
40.7 
25.3 
43 .6 
15.8 

46.2 
45 .0 
24.2 
58.8 
15.9 

51.1 
40 .3 

48 .6 
44 .2 
30.8 
11.3 

Relative 
Education 

Expenditure 
Incidence 

(4) 

1.15 
1.12 
0.75 

1.16 
1.09 
0.79 
0.82 
0.76 
0 .80 
0.91 
1.00 
0.81 

1.64 
1.76 
1.51 
1.55 
1.23 
0.76 
1.31 
0.47 

1.40 
1.36 
0.73 
1.76 j 
0.48 

1.19 
0 .94 

1.46 
1.33 
0.98 j 
0 .34 
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Household Characteristic 

Age 
24 or less 
25-34 
35-44 
45-54 
55-64 
65 + 

Household Composition 
1 member < 6 5 
1 member > 6 5 
Couple without Children 
Couple + 1 Child 
Couple + 2 Children 
Couple + 3 Children 
One Parent with Children 
Couple or 1 Parent with 

Children under & over or 
only over 1 6 

Other 

Household Expenditure (drs.) 
Less than 54445 
54445-114419 
114419-202060 
202060 + 

Total 
Ν 

All 
Households 

(percent) 

(1) 

2.4 
13.7 
18.7 
19.9 
21.3 
23.9 

6.5 
6.0 

20.4 
7.8 

13.5 
3.2 
1.4 

22.8 
18.4 

20.0 
30.0 
30.0 
20.0 

100.0 
6489 

Spenders 
(percent) 

(2) 

2.9 
11.4 
35.4 
31.3 
15.2 

3.7 

3.2 
0.0 
3.0 
9.0 

27.4 
6.9 
2.9 

28.3 
19.2 

3.9 
22.9 
39.7 
33.7 

100.0 
2148 

Education 
Expenditure 

Incidence {percent 
probability) 

(3) 

39.7 
27.5 
62.6 
52.0 
23.7 

5.2 

16.2 
0.5 
4.8 

37.8 
67.3 
72.3 
67.7 

41.1 
34.6 

6.47 
2.50 

43.8 
55.8 

33.1 

Relative 
Education 

Expenditure 
Incidence 

(4) 

1.21 
0.83 
1.89 
1.57 
0.71 
0.15 

0.49 
0.00 
0.15 
1.15 
2.00 
2.20 
2.10 

1.20 
1.00 

0.19 
0.75 
1.32 
1.68 

1.00 
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