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Abstract: Education financing is a critical determinant of educational access, quality, equity, and 
sustainability, yet significant disparities exist between developed and developing countries in terms of 
their ability to finance education effectively. This study examined education financing models in 
developed and developing countries and identified lessons applicable to Tanzania. A systematic 
literature review (SLR) approach was employed to identify, evaluate, and synthesize relevant evidence 
from peer-reviewed journal articles, policy documents, and reports obtained from Google Scholar, 
Scopus, ERIC, Web of Science, UNESCO, UNICEF, the World Bank, OECD, and the European 
Commission. The review followed a systematic process of identification, screening, eligibility 
assessment, and thematic synthesis. The included studies were published in English between 2020 and 
2024 and focused on education financing mechanisms, funding sources, financing challenges, and policy 
interventions, while duplicate records, non-English publications, editorials, conference abstracts, and 
studies unrelated to education financing were excluded. The findings reveal that developed countries 
predominantly rely on tax-based public financing systems supported by strong institutional 
frameworks and equitable resource allocation mechanisms, whereas developing countries depend on a 
combination of public funding, household contributions, private-sector participation, and external 
donor support. Although donor assistance has expanded educational access in many developing 
countries, excessive dependence on external funding raises concerns regarding sustainability and policy 
autonomy. The study concludes that Tanzania can strengthen its education financing system by 
increasing domestic resource mobilization, promoting public‒private partnerships, enhancing equitable 
resource distribution, and reducing its reliance on donor funding to achieve sustainable educational 
development. 
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Introduction 

Education is universally acknowledged as a fundamental human right and a 

strategic investment for national development. It contributes to human capital 

formation, economic growth, social mobility, poverty reduction, and the promotion of 

democratic citizenship (UNESCO, 2021). As countries strive to achieve Sustainable 

Development Goal 4 (SDG 4), which advocates for inclusive and equitable quality 
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education for all, the question of how education systems are financed has become 

increasingly important. The availability, allocation, and sustainability of financial 

resources influence not only access to education but also the quality, equity, and 

efficiency of educational provision. Consequently, education financing has emerged 

as a central concern for governments, international development agencies, and 

educational policymakers worldwide. 

Education financing refers to the mechanisms through which financial 

resources are mobilized, allocated, and utilized to support educational activities and 

institutions. These mechanisms vary considerably across countries because of 

differences in economic development, fiscal capacity, governance structures, and 

policy priorities. The literature demonstrates that the effectiveness of educational 

systems is closely linked to the adequacy and sustainability of financing arrangements 

(OECD, 2020). Countries with stable and diversified financing systems generally 

achieve better educational outcomes, while those experiencing financial constraints 

often face challenges related to educational quality, infrastructure development, 

teacher recruitment, and equitable access to learning opportunities. 

In developed countries, education financing is predominantly supported 

through domestic public resources, particularly taxation. Such financing arrangements 

are often characterized by strong government commitment to educational investment 

and comprehensive institutional frameworks that ensure accountability and equitable 

resource allocation. For example, many European countries, including Germany, 

France, Finland, Sweden, and Denmark, maintain publicly funded education systems 

that provide free or highly subsidized education from primary to tertiary levels 

(European Commission, 2020). These systems are designed to promote educational 

equity by minimizing financial barriers and ensuring broad access to learning 

opportunities. Similarly, countries such as Japan and South Korea have consistently 

invested in education through public expenditure, recognizing education as a key 

driver of economic competitiveness, technological innovation, and social development 

(Kim, 2022). 

Despite these achievements, developed countries are not without challenges. In 

the United States, education financing is characterized by a decentralized structure 

involving federal, state, and local governments. Although this arrangement provides 

flexibility and local autonomy, it has also contributed to disparities in educational 

opportunities because of variations in local tax bases and resource allocation patterns 

(Ladd, 2020). Furthermore, the increasing cost of higher education and rising levels of 

student debt have generated significant debate regarding the equity and sustainability 

of existing financing mechanisms (Cohen, 2022). These experiences suggest that while 

strong domestic financing remains essential, issues of efficiency, equity, and 

accountability continue to shape education financing discourse even in high-income 

countries. 
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In contrast, education financing in many developing countries is constrained by 

limited fiscal capacity, competing development priorities, demographic pressures, and 

economic vulnerabilities. Governments in these contexts frequently struggle to 

generate sufficient domestic revenue to meet the growing demand for educational 

services. Consequently, education systems often depend on a combination of public 

expenditure, household contributions, private-sector involvement, and external 

development assistance (UNICEF, 2023). While donor support has played a significant 

role in expanding educational access and improving infrastructure, concerns remain 

regarding the sustainability, predictability, and national ownership of educational 

programs (World Bank, 2022). 

These challenges are particularly evident across Sub-Saharan Africa, where 

many countries continue to experience financing deficits despite policy commitments 

to universal education. In West Africa, countries such as Mali, Niger, Ghana, and Sierra 

Leone rely substantially on support from international development partners to 

finance educational programs and infrastructure development (World Bank, 2022). 

However, persistent shortages of educational resources, inadequate infrastructure, 

and low educational completion rates indicate that financing challenges remain 

substantial (Akinsola & Oduolowu, 2020). Similarly, many countries in East Africa 

have expanded their educational access through publicly funded initiatives, yet 

concerns regarding quality, equity, and sustainability persist. Kenya and Uganda, for 

example, have achieved considerable progress through free primary education 

policies, but increasing enrolment has placed pressure on existing resources, resulting 

in overcrowded classrooms and shortages of teaching and learning materials (Kamau 

& Chege, 2021). 

Tanzania reflects many of the opportunities and challenges associated with 

education financing in developing-country contexts. Over the years, the government 

has demonstrated a strong commitment to expanding educational access through 

policy reforms and increased public expenditure. Initiatives such as the Universal 

Primary Education Policy and subsequent education sector development programmes 

have contributed to significant growth in enrolment at both the primary and secondary 

levels (Tanzania Ministry of Education, 2022). Nevertheless, the education sector 

continues to face persistent challenges, including inadequate infrastructure, shortages 

of qualified teachers, inequitable distribution of educational resources, and 

dependence on donor financing for selected programs (UNICEF, 2021). Although 

Tanzania allocates approximately 4.2 percent of its gross domestic product (GDP) to 

education, concerns remain regarding the adequacy and efficiency of resource 

allocation, particularly in rural and underserved communities (World Bank, 2023). 

The growing demand for quality education, coupled with fiscal constraints and 

evolving development priorities, necessitates a critical examination of alternative 

education financing approaches. While substantial literature exists on education 
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financing in individual countries and regions, there remains a need for comparative 

analyses that synthesize lessons from both developed and developing contexts and 

assess their relevance for countries such as Tanzania. Understanding how different 

financing models address issues of equity, sustainability, efficiency, and educational 

quality can provide valuable insights for policymakers seeking to strengthen national 

education systems. 

Therefore, this study examines education financing models in developed and 

developing countries through a systematic review of the literature. Specifically, it 

analyses the major sources and mechanisms of education financing, explores the 

challenges associated with different financing models, and identifies lessons that may 

inform policy reforms in Tanzania. By providing evidence from diverse international 

experiences, this study contributes to the broader discourse on sustainable education 

financing and offers practical insights for enhancing the effectiveness, equity, and 

resilience of education systems in developing-country contexts. 

 

Statement of the Problem 

Educational financing is a critical challenge for many countries, particularly for 

developing nations such as Tanzania, where educational access and quality are closely 

linked to the availability of resources. Despite efforts to improve education financing, 

the country continues to face significant barriers to providing equitable, high-quality 

education for all its citizens. Tanzania, like many sub-Saharan African nations, 

allocates a substantial portion of its national budget to education, but the financing 

gap remains large because of a growing population, economic constraints, and 

competing development priorities. The financing model in Tanzania relies heavily on 

government expenditure, complemented by international aid and donor funding; 

however, these resources are often insufficient to meet the demands of the education 

sector. 

Tanzania’s education policies, including the National Education and Training 

Policy (2004) and the Education Sector Development Program (ESDP), emphasize 

expanding access to education, particularly at the primary and secondary levels. These 

policies highlight the need for increased government spending on education to 

improve infrastructure, teacher quality, and learning resources (Ministry of Education 

and Vocational Training, 2021). However, despite these intentions, challenges such as 

overcrowded classrooms, underfunded schools, and insufficient teacher training 

persist (Mugisha & Kamatali, 2022). The reliance on external funding through 

international donors, which has been a notable feature of Tanzania’s education 

financing model, presents risks related to sustainability and independence (UNESCO, 

2020). 

Scholars have highlighted several critical issues related to education financing 

in Tanzania. For example, Mbilinyi (2020) argued that while the government’s 



Articles 

 
Journal of Education and Teacher Training Innovation, 2026, 4(2), 459 - 471 
 

463 

commitment to education financing is evident, the existing models have not 

adequately addressed the disparities between urban and rural education quality. 

Moreover, Mwita (2021) suggested that Tanzania’s education system is overly reliant 

on donor funding, which compromises the long-term stability and autonomy of the 

sector. This dependency on external resources often leads to inefficiencies, as donors' 

priorities may not always align with national educational goals. 

Furthermore, the allocation of education funding often reflects broader 

socioeconomic inequalities within the country. Research by Kimaryo (2022) reveals 

that despite increased government investment in education, funds are often 

concentrated in urban areas, leaving rural areas underserved. This imbalance in 

resource distribution has contributed to lower educational outcomes in remote 

regions, where infrastructure and educational materials are lacking. How can 

Tanzania develop a sustainable and equitable education financing model that reduces 

its dependency on external aid and ensures the quality and accessibility of education 

for all citizens? This study aims to investigate the existing financing models in 

Tanzania, identify key challenges, and explore potential lessons from other developing 

and developed countries that could inform future education financing policies in 

Tanzania. 

 

Literature Review 

1. Education Financing Models in Developed Countries 

In the United States, education financing is primarily a function of local, state, 

and federal governments. Local governments, especially through property taxes, 

significantly fund K-12 education, which leads to discrepancies in education quality 

between affluent and low-income areas (Ladd, 2020). Federal funding is more 

prominent in higher education, with federal student aid programs such as Pell Grants 

and loans playing a major role in making college education accessible (Goldrick-Rab, 

2020). However, the high cost of college education has sparked debates about the 

sustainability and equity of the financing model, with critics highlighting the growing 

student debt crisis and unequal access to education (Dynarski & Scott-Clayton, 2020). 

The U.S. model of financing also faces challenges related to the privatization of 

education, where charter schools and private universities increasingly contribute to 

the financial burden on families. Public‒private partnerships, such as those in charter 

schools, aim to improve educational outcomes but often exacerbate inequality in low-

income districts (Bifulco, 2021). There is growing discourse around the need for more 

equitable funding mechanisms that ensure access to quality education across all 

socioeconomic groups (Ladd, 2020). 

European countries generally follow a social-democratic approach to education 

financing, emphasizing public funding and strong governmental support for all levels 

of education. For instance, countries such as Sweden, Finland, and Denmark are 
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known for their universal, high-quality education systems, which are funded largely 

through taxes (European Commission, 2020). These countries spend a significant 

portion of their GDP on education, ensuring that access to quality education is not 

constrained by an individual’s socioeconomic status. In these nations, higher 

education is often free or subsidized, and the focus is on equity, with government 

policies aiming to reduce disparities between urban and rural areas (OECD, 2020). In 

contrast, southern European countries, such as Greece and Spain, face financial 

constraints due to economic crises, which have led to cuts in education budgets, 

negatively impacting the quality and accessibility of education (OECD, 2020). Despite 

these challenges, the European model remains a reference point for developing 

countries, particularly in the context of providing universal access to education, from 

primary to tertiary levels. 

In Asia, the financing of education varies significantly across countries because 

of differences in economic development and government priorities. In Japan and South 

Korea, education is primarily funded through taxes, with substantial government 

investments in technology and infrastructure to maintain high academic standards 

(Kim, 2022). These countries prioritize education as a driver of economic growth and 

social mobility, and there is strong public support for funding education at all levels. 

However, countries in South Asia, such as India and Pakistan, struggle with 

inadequate funding and a heavy reliance on international aid. According to UNESCO 

(2021), many schools in rural areas of India lack basic facilities and trained teachers, 

which significantly hinders the quality of education. Private funding has increasingly 

filled this gap, especially in urban areas, but it often leads to disparities in educational 

access (Dreze & Sen, 2020). As a result, while the government invests in expanding 

access to education, there is still a persistent gap in the quality of education between 

different regions and socioeconomic groups (Govinda & Varghese, 2020). 

 

2. Education Financing Models in Developing Countries 

In West Africa, the financing of education is often hindered by political 

instability, economic limitations, and a reliance on external donors. Countries such as 

Nigeria, Ghana, and Sierra Leone receive significant education financing from 

international organizations such as the World Bank and UNESCO, which have 

supported programs aimed at increasing enrollment rates and improving school 

infrastructure (World Bank, 2022). However, despite this support, challenges remain, 

including underresourced schools, a lack of qualified teachers, and the persistent issue 

of gender disparities in education (UNICEF, 2021). In countries such as Ghana, the 

government has made strides toward increasing domestic financing for education, but 

the reliance on donor funds remains high. The World Bank (2022) highlights that the 

funding provided by external donors is often unpredictable, making it difficult for 

governments to plan and implement long-term education strategies effectively. 
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Therefore, sustainable financing models in West Africa are critical to ensuring that the 

region can continue making progress toward universal education. 

 

East African countries face significant challenges in financing education 

because of limited domestic resources and a reliance on international aid. Kenya, 

Uganda, and Tanzania are all striving to achieve universal primary education, with 

each country implementing policies aimed at increasing enrollment and improving 

educational outcomes. Kenya, for example, introduced free primary education in 2003, 

which significantly increased enrollment rates, although challenges remain in terms of 

overcrowded classrooms and underfunded schools (Kamau & Chege, 2021). Similarly, 

Uganda's Universal Primary Education policy has increased access to education, but 

the quality of education remains a concern because of inadequate financing and 

resources (UNICEF, 2023). 

Tanzania, in particular, has made significant progress in increasing access to 

education, with policies such as the Universal Primary Education Policy and the 

Education and Training Policy (2004) aiming to provide education for all. However, as 

Mbilinyi (2020) notes, the country still faces significant challenges, including 

overcrowded classrooms, a lack of infrastructure, and insufficient teacher training. 

Despite substantial public investment in education, Tanzania’s education system 

remains underfunded, and there is a heavy reliance on external funding from donors 

(Tanzania Ministry of Education, 2021). A study by Mbilinyi (2020) highlights that 

while the government of Tanzania allocates a substantial portion of its national budget 

to education, the funds are often insufficient to meet the growing demand for 

educational services. Furthermore, the financial burden on households remains high, 

especially in rural areas, where families must cover additional costs such as uniforms, 

textbooks, and transportation (UNICEF, 2021). 

The Tanzanian government has been making efforts to increase domestic 

financing for education, with plans to allocate 20% of the national budget to education 

by 2025 (Tanzania Ministry of Education, 2022). However, the country continues to 

face fiscal constraints, and the reliance on external donors remains significant. 

According to Mwita (2021), Tanzania’s education financing model is heavily 

dependent on international aid, particularly in sectors such as higher education and 

vocational training. This dependency creates vulnerabilities, especially as donor 

funding is often tied to specific programs or conditionalities, which may not always 

align with the country’s national education priorities. 

Despite these challenges, Tanzania has made significant strides in education 

financing, especially with the introduction of policies aimed at improving gender 

equality and expanding access to education in rural areas (Tanzania Ministry of 

Education, 2021). However, Kimaryo (2022) argues that there is a need for a more 
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sustainable and diversified financing model that reduces Tanzania's dependency on 

international aid and addresses regional disparities in education quality. 

 

Methodology 

This study employed a systematic literature review (SLR) approach to examine 

and compare education financing models in developed and developing countries and 

to identify lessons applicable to Tanzania. The SLR methodology was selected because 

it provides a transparent, rigorous, and replicable process for identifying, evaluating, 

and synthesizing existing evidence on a specific research topic. 

The review followed four key stages: identification, screening, eligibility 

assessment, and synthesis of the relevant literature. During the identification stage, 

scholarly articles, policy reports, government publications, and documents from 

international organizations such as UNESCO, UNICEF, the World Bank, OECD, and 

the European Commission were searched. Electronic databases, including Google 

Scholar, Scopus, Web of Science, ERIC, and institutional repositories, were consulted 

using keywords such as “education financing,” “education funding models,” “public 

financing of education,” “education expenditure,” “education financing in developing 

countries,” and “education financing in developed countries.” 

In the screening stage, duplicate records and publications not directly related to 

education financing were excluded. The eligibility assessment focused on studies 

published in English that examined education financing mechanisms, funding sources, 

financing challenges, policy interventions, and educational outcomes in developed 

and developing countries. Priority was given to peer-reviewed journal articles, official 

policy documents, and reports published by reputable international organizations 

between 2020 and 2024, although seminal studies published earlier were included 

where necessary to provide theoretical and contextual foundations. 

The selected literature was critically appraised to determine its relevance, 

methodological quality, and contribution to understanding education financing 

systems. Data extracted from the reviewed studies included country context, financing 

model, funding sources, financing challenges, policy interventions, and reported 

outcomes. The extracted information was organized into thematic categories to 

facilitate comparisons across countries and regions. 

Finally, a narrative synthesis approach was employed to analyse and integrate 

the findings from the selected studies. The synthesis focused on identifying common 

patterns, differences, best practices, and emerging challenges in education financing 

across developed and developing countries. The findings were subsequently 

interpreted to generate lessons and policy implications relevant to strengthening the 

sustainability, equity, and effectiveness of education financing in Tanzania. 
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Result and Discussion 

Findings 

The analysis of education financing models in developed and developing 

countries reveals distinct patterns and challenges that are relevant to Tanzania’s 

education financing landscape. The following key findings emerged from the study: 

 

1. Education Financing in Developed Countries: 

In developed countries such as the United States, European nations, and Japan, 

education financing is largely supported by taxes, both at the local and national levels. 

These countries prioritize public investment in education, reflecting the belief that 

access to education is a fundamental right. In the U.S., education financing is highly 

decentralized, with local governments contributing a substantial portion of K-12 

school funding through property taxes. This model, while ensuring local control over 

schools, has created significant disparities between wealthy and low-income areas, 

leading to unequal educational opportunities (Ladd, 2020). Federal funding plays a 

critical role in supporting higher education, with programs such as Pell Grants aiming 

to improve access for lower-income students (Dynarski & Scott-Clayton, 2020). 

However, the rising cost of higher education and student debt have become major 

concerns, prompting calls for reform in the U.S. education financing model (Goldrick-

Rab, 2020). 

European countries, including Finland, Sweden, and Denmark, implement 

progressive taxation to fund their education systems. In these countries, education is 

free or heavily subsidized, from primary through to higher education, ensuring that 

financial barriers do not hinder access to quality education (European Commission, 

2020). The emphasis is on equity, with governments making significant investments in 

education infrastructure and teacher quality. These systems are also characterized by 

extensive government involvement in setting education standards, monitoring 

performance, and ensuring equal opportunities across different socioeconomic groups 

(OECD, 2020). 

Japan’s education system is also funded through taxes, with a strong emphasis 

on educational outcomes as a means of sustaining economic growth. The Japanese 

government invests heavily in educational infrastructure, particularly in the form of 

technology and teacher training, which has contributed to its consistently high 

academic performance (Kim, 2022). Education financing in Japan is seen as a critical 

tool for maintaining social harmony and economic competitiveness. 

 

2. Education Financing in Developing Countries 

In developing countries, particularly in sub-Saharan Africa, education 

financing is often constrained by limited domestic resources, leading to a reliance on 

external aid and international organizations. 
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In West Africa, countries such as Ghana, Nigeria, and Sierra Leone rely heavily 

on foreign aid to fund their education sectors. While the increase in donor funding has 

helped improve educational access, it has not necessarily translated into better 

educational outcomes, especially in rural and underserved areas (UNICEF, 2021). 

Studies have highlighted that donor funding is often inconsistent and tied to specific 

programs, which makes it difficult for governments to create long-term, sustainable 

education financing plans (World Bank, 2022). 

In Tanzania, education financing has traditionally been heavily dependent on 

international aid, which has funded various education initiatives, particularly at the 

primary and secondary levels. Despite the government’s commitment to increasing its 

education budget, the allocation remains insufficient to meet the growing demand for 

education, especially in rural areas (Ministry of Education and Vocational Training, 

2021). The Tanzanian government has prioritized the expansion of access to education 

through policies such as the Universal Primary Education Policy and the Education 

and Training Policy (2004), but challenges such as overcrowded classrooms, 

insufficient infrastructure, and a shortage of trained teachers persist (Mbilinyi, 2020). 

Moreover, Tanzania’s dependency on foreign aid for education financing creates 

instability and inefficiency in the system, as donor priorities often do not align with 

the country’s long-term educational goals (Mwita, 2021). 

Like Tanzania, Kenya and Uganda face similar challenges in education 

financing. Both countries implemented free primary education policies, which 

significantly increased enrollment rates. However, this increased demand for 

education has placed immense pressure on available resources, resulting in 

overcrowded classrooms and shortages of teaching materials (Kamau & Chege, 2021). 

Although governments have made efforts to increase domestic funding for education, 

international donors continue to play a significant role in financing education 

initiatives, especially in areas related to infrastructure development and teacher 

training. The challenge of balancing external aid and domestic funding in Tanzania's 

education sector is critical for its long-term sustainability. While international donors 

have historically played a key role in supporting education, Tanzania's dependency 

on foreign aid poses a threat to the stability and self-sufficiency of its education system. 

To achieve a sustainable model, the country must focus on increasing domestic 

funding and explore innovative mechanisms to finance education. 

 

Conclusion 

This study aimed to explore and compare education financing models in 

developed and developing countries, focusing on the lessons that can be learned in the 

Tanzanian context. Analysis of education financing in the United States, European 

countries, Japan, and selected African nations, including Tanzania, revealed 

significant differences in the approaches and challenges faced by these countries in 
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terms of financing education. In developed countries, education is predominantly 

financed through public taxation, ensuring equitable access to high-quality education. 

Nations such as Sweden, Finland, and Japan have created systems that heavily invest 

in education, prioritizing equity, accessibility, and long-term sustainability. These 

countries demonstrate that a tax-based system supplemented by efficient public‒

private partnerships can provide high-quality education and reduce regional 

disparities. 

In contrast, developing countries, especially those in sub-Saharan Africa, face 

significant challenges in financing education. Countries such as Tanzania rely heavily 

on external funding, which, while essential, creates dependency and instability in 

education systems. Moreover, the education systems in these countries often struggle 

with issues such as overcrowded classrooms, a lack of infrastructure, and shortages of 

trained teachers. Tanzania, for example, has made strides in increasing enrolment 

rates, but continued reliance on international aid and insufficient domestic investment 

threatens the sustainability of its education system. This study highlights the 

importance of creating sustainable, equitable, and efficient education financing models 

that balance domestic investment with international support. By learning from the 

experiences of both developed and developing countries, Tanzania can work toward 

developing a more robust education financing model that ensures high-quality 

education for all its citizens, regardless of socioeconomic status or geographic location. 

 

Recommendations 

The governments of developing countries should prioritize increasing domestic 

resources for education. Currently, a large portion of education funding in Tanzania 

comes from international donors. They should focus on increasing their national 

education budget by reallocating resources, enhancing revenue collection, and 

improving tax systems, especially in the informal sector. Public investment in 

education is crucial for ensuring long-term sustainability and reducing reliance on 

external aid. 

Developing countries should explore alternative financing mechanisms. Public‒

private partnerships, as seen in countries such as Japan and South Korea, could 

provide additional resources for infrastructure development and vocational training. 

These partnerships can help bridge the funding gap and ensure that the private sector 

contributes to improving the quality of education without compromising equity. 

Equity should be at the heart of developing countries’ education financing 

model. The government should allocate funds to reduce disparities between urban and 

rural areas, ensuring that schools in remote regions receive adequate resources. 

Policies should target underserved communities, with particular attention given to 

gender, disability, and socioeconomic status. Providing scholarships, free school 
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meals, and transport subsidies can help alleviate the financial burden on low-income 

families. 
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