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AIMS AND METHODOLOGY OF
THE IIEP RESEARCH PROJECT ON
FINANCING EDUCATIONAL SYSTEMS

Tris research project, launched by the International Institute for
Educational Planning early in 1970, originated in an enquiry as to the real
possibility of the developing countries financing their eduvcational
objectives in the course of the United Nations Second Development Decade,
bearing in mind che-high level of expenditure that has already been reached
in most cases, the constant rise In unit costs, and the increasing competi-

tion within the state budgets themselves that education will probably

'

encounter in the future from the financing of producti#e investments, debt
servicing, and other predictable expenditures. ’

Viewed in this light, therefore, the research is-not strictly limited
t6 the siudy of financing techniques, but has wider aims :

s (1) To explore the real weight of probable financlal constraints on
the development of educational systems up to 1980.

(2) To study the various financing methods likely to augment re-
sources, and to define a strategy of educational financing more closely
adapted to socfal and economic realitles.

{(3) To analyse certain alternative solutions (new structures, new
technologies; etc.) capable, by reducing costs or 1mpfov1ng the efficiency
of Lhe teaching process, of leading to -a better balance between educational
targets and the resources available for them. ) ’

In addition to these ex&rémely concrete obJjectives, concerned wWith
ihe real problems facing educational planners in all countries, the
" collation of _the gssential.data should prov.de the basis for the answers to

moré'tﬁeorepiqal questions, affecting, for ¢ ple, the type nf correlation
‘between educational expenditure and the levei of development, betweeh the
level of expenditure and the method of financing, betweeﬁ the level of unit

costs and the development of the educational system, etc.

"

.
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Witk these aims in mind, two types of Study are being undertaken:

[

National case studies for the retrospective (1961-70) and prospective

(1380 or beyond) analysis of the expenditure, financing and costs

of educ;tional Systems in the widest and most représentative possible
sample of countries - at least fifieen; these studies should, as
already stated, reveal both the magnitude and the nature of {he
financial constraints to be expected in the general framework of tne
development of tne économy and of the finances of the state, and thLe
level and varicus alternative forms for the possible development of
educatlonal systems. These studies will thus cover the whole field
of edueational financing, costs, and policies in each country
concerned,

2. Specific case studies covering, first, the different possible

methods of financing (centralised, decenuralised public, private,
etc. ) and, especially, original ways of raising suppiementary
resources, and, secondly, the study of new educational solutions

‘calculated to reduce costs.

These studies are belng carried out in Member S+ tates by the IIEP in

close co.laboration with national Specialists, either from government
departments or from universities; 1n many cases the research ia a concerted

effort by the IlEP and the country concerned, for the common benefit of
both parties and of the international community as a whole.

This project will culminate in a synthesis report summing up the
findings relating.to all the problems posed. The studies themselves are
being published as single -monographs in the collection Financing educational

szstems, comprising two series, one of country case studies and .one of specific
case studies. '
The financial outiay for the implementation of this ambitious
projec* could not be provided from Unesco's basic grant to the Institute.
The IIFP is deeply grateful to the Member btatee and varfous crganizations
iwho, by their woluntary contributions, have enabled it to launch and pursue
this research: in particular to SIDA (Swedish International Development




Authority), NCRAD (Norwegian Agency for International Development)L DANIDA
(Danish International Development Agency), CIDA (Canadian International
Development Agency), the Republic of Ireland, and the Ford Foundation. The
Institute is alsoé&eeply indebted to the Member States and national .
specialists in varicus parts of the world who have agreed to co-operate witih
the IIEP in carrying out these studies. The publication by the IIEP of
certain studies by outside consultants does not necessarily imply, however,

the Institute's agreement with all the opinions expressed in them.
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TNTRODUCTION

One of the characteristic features of Yugoslav society is the ten-
dency to gilve the individual citizen more po#er to make.decisions on his own
development and the development of society of which he is a part. The
practical manifestation of this philosophy is self-nanaggment, a system by
which the citizens themselves decide the conditions and results of their

worke.

In practice, self-management in an enterprise, such as a Tactory,
an agricultural combine or any other establishment in the public sector,
means that the workers, tnrough the medium of duly elected bodies, organize
production and work, decide to what use resources are put, and distribute
the product resulting from these activities.

The growth and success of this system in the economic sector sub-
sequently led to its introduction into social sectors, such as education,
public health, scientific institutions etc. Thus advisory and management

- comnittees were set up in schocls, hospitals, libraries etc., composed of
members of the staff and; in certain cases, of representatives from other
fields, such as scientific and cultural institutions or public departments.
A special effort was made in the field of education in view of the im-
portant role it plays in—egononic and social develcpment, arnd great 1lm-
portance attaches therefore to tne méthods of financing education within
the_franework of the self-management system.

The present study describes the gradual adaptation of the methods
of financing education to the obJectivea of development policy. It is
divided into.three chapters. The first deals with the development of edu-
cation and its financing in the context of economic growth during the
period 1950-1966. The second describes and analyzes the present financing
system, in particular, the sources of finance ana their distribution to
ard within the educational establishments, and the methods of redistri-
bution with a view to assisting less-deveIOped regions. The third chapterv
gives a tentative appraisal qualitative and quantitative, of the present
financing system, while the conclusion looks to the fuiure deve_lopment of
this system. . V |
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I. ECONOMIC GROWTH AND EDUCATIONAL DEVELOPMENT
AND TTS FINANCING FROM 1950 TO 1956

1. Economic growth of Yugoslavia aince 1950

During the last twenty years, the salient feature of the econcmy
has been its particularly rapid growth, with national income rising at an
average yearly rate of 7 per cent in constant prices. This is a remarkable
performance when compared to that of other countries, or to that of Yugos..
lavia itself between the two wars, The main driving force has been in-
dustri#lization, the secondary sector having grown at an average yearly
rate of 11 per cent in constant prices, as against 3 per cent only for the
agricultural sector. As a result, the share of industry in the social
product rose from 20 to 40 per cent between 1950 and 1970, while that of
agriculture fell from 41 to 2> per cent, National.income per head rose’
from US.#160 to US.$750 during that sawe period.

Industrialization has ereated a congiderable number of jobs and thus
made possible the absorption into the economy not only of the natural
growth of the activé non-agricultural population, but also of about a
million agricultural workers, As & result, the distribution of the active
population has undergone a profound change, as shown in Table 1.

Table 1. Structure of the active population by sector in per cent

1950 1970
Primary _78 52
Secondary 13 25
Tertiary 9 23
Total g - 100 ' 100

) The role of the various factors of economic growth has also under-
) gone‘a gradual change, ﬁhereas in the initial phase, the increase in pro-
ductivity accounted for only 40 per cent of thergrowth of the social pro; '
duct, it now accounts for 70 per cent, while the part played by employment
nas decreased from 60 to 30 per cent, However, even now, the country is
unable to provide employment for all its population of working age, and
unémploymeht a3 well as under-employment in agriculture still present a |
crucial problem. Ifluay be added;, in this connexion,'thnt 35 per cent of
the active ﬁopulation live in the less-developed regions.

8




. Development of the educational system and expenditure

The growth of enrolments at all levels and of expenditure on edu-
cation has been remarkable. In 1970, 2,800,000 pupils were enrolled in
primary educatien, 669,000 pupils in secondary education, and 132,000 full-

time students in higher education. In ccmparison with the academic vear

"\

1935/59, these figures rebresent inoreases of 79 per cent, 188 per cent and

641 per cent respectively. In addition, each year 540,000 adults followed

study courses without Interruption of their gainful empIOynent, 80, OOO of
them being part-time students in higher education. As a result, the number
of teachsrs has had to be more than doubled, passing from 105,000 in 1356
to 223,000 in 1970. Taking the population of tiie age group 5-24 as a whole,
the enrolments fOSe'fxom 3}.4 per cent in 1950 to 55.8 per cent in 1965.

But while much has been achieved in purely quantitative terms, mch
still remains to be done with regard to quality, particularly as regards
efficiency. For instance, oniy 60 per cent of each age group complepe pri-
mary schooling successfully within the set period, and every year, about 10
per éent'df pupils 1n primary schools repeat. The situation is not verj
much different in secondary schools and in highér education. To cope with
tpis situationy the new obJectives set for education place the main em-
phasis on improving efficiency, more particularly, by modernizing tech-
niques and rationahizing expenditures.

The rise in resources allocated to current expenditure on education
is closely linked to economic growth and to the rise of State.expenditure
in general, Between 1950 and 1970, the average annual growth rate of ex-
penditure on education smounted to 16 per cent, raising-education's share
in national inoome from 2.1 per cent to almost 6 per cent. The ratic of
theirige.in educational expenditure to_the rise 1in GNP (coefficient of
flexibility) was 1.46 during the period 1953-1968. v

At the same time, there has béenva sharp rise in unit costs at all
levels (expressed in current prices). During the period 1956368, unit
costs rose by 863 per cent, 812.per cent and 434 pér cent at ﬁhe primary,
secondary and higher levels respectively. At con;tant prices, total ex-
penditure on education during that period rose by 460 per cent, while the
average cost per pupil/student (all levels) rose by 260 per cent. The
mgin factor in the growth of educational expenditure was the rise in unit
costs,-due.largely to improved corditions of education; however, the in-
crease in enrolments was also a factor, particularly during the latter part

9
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of that period., It may be>™ noted that<the deterioration of conditdions in

h‘gner education has resulted.- in unit costs remaining almost stagnant

during the later years. $~ :

) Tne share of capital expéadi urerin total educationa1 expenditure

fell from 24.7 per cent 1n 1957 to 10.4 per cent in 1969, mainly because

of the rapid rise of teachers' salaries due to the policy of equalizing

the pay of teachers with that of other workers having similar dualifications.
In conclusion, it can be said thaf(there is stil1l a wide gap between

the needs of the educational system and thg resources allocated to it, in

spite of the very great sfforts made in the last twenty years. This gap

1s due mainly to the low income per head of the population, to social neece

other than education, to the great demand for education, and also to the

relatively low efficiency of the educativnal system, ,

5, Development of the financing system betwesen 1256 and 1966
. The system of financinz education underwent a profound change during
the period 1950-1966.,

The system operating between 1950 and 1956 was characterized by
traditional budgetary distribution, although there was even then a certain
degree of decentralization of resources for education. Most of the funds
came from the budgets of socio-politiocal commmities, primary and gecondary
schools being financed by communes and/or districts, and higher esaeation
by the constituent republics. The assemblies of the socio-political
communities took their decisions in the light of the applications submitted
by the t<aching establishments, of the increase in enroluents and teaching
staff, and of budgetary possibilities. The financial organs of the
communities decided on the allocation of funds by type of expenditure, and
this distribution could no: subsequently be chn.nged. ~ Any furds not used
at the end of the year could not be carried over to the following year,

&

In working out the requirements, no allowance was made for the amortization
of buildings and equipment, New building was financed from allocations for
investment and from the reserve funds of the communities,

‘ The system was far from satisfactory. The lack of criteria in the

. allocatlon of resourcss meant that there were no ways of influencing the

efficiency of the achools; another drawback was that the teaching staff
played no part in the decisions concerning the use of the funds. In view
of these disadvantages, and with the gradual spread of tha_self-management
system to social activities, it was decided to give the schools a cgrtaih

10
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degree of independence and to let tihe teachers play a part in decisions con-
cerning the allocation of resources, /,

This, together with the‘introduction of new sources of'financing was
the leitmotiv of‘the'next five years. School committees were set ap-in
primary and secondary establishments, and councils in .the faculties, all of
them appointed by the authorities. But they were not mere extensions of
the authorities, they took over much of the responsibility for administra-
tion at local and regional levels. They were instructed, for instance,.to
draw up the estimates for the income znd expenditure of the teadhinm
establishments under theit authority, and could employ their funds as thqy
saw fit. They could also carry over to the next year any funds outstanding
at the end of thé year, H6ﬁcver, the authorities kept their right to
approve the funds allocated to each institution.

5 The bucget of “he commune, district or republic, remained as the
main source of financing, although szeparate funds were established in
enterprises for the financing cf various forms of education and profession-
al re-training and advanced training of workers, for scholarships and stu-
dent loans in secondary and higher education -and for the const*uction and
equipment of secondary schools. These funds were supplemental resources
for the financing of education; part of them was paid directly to schools

hich performed given educational services for enterprises and the rert
was spent on increasing the capacities of achools and on school eguipment.
”hcy Accounted for 25 per cent of the total investment in education

Although wuits2 changes brought undoubtedly some improvements, the -
educational system still remained largely dominated by administrative and
budgetary procedures. There was an obvious need for more radical changes,
and in 1960 the Federal 'ssembly drew the logical conclusisn by voting
the educa*ional finnnoing law, which reduced the roie of socio-political
vcom-unities in the financing of cducation and created new sources of

financing. ~t introduced in the communes and republics school funds
financed from various sources, in ptrticular* a 10 per cent levy on total

Y

personal income tax which was the ¢only statutory source of income. As
iricome tax represented 15 per cent of incomes as a whole, the school funds
got 1.5 per cent.of the total of salaries and weges. The law also stipu-
lated that at least 60 per cent of the contributions mist go to the school
funds of the communes uhere,the contributions were levied. The local C

communities were free to.raise additional resources for school funds from.

Q | ) | J 1 1
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(a)  the budgetary income of the communes;

() direct charges livied on enterprises;

(c¢) additional charges on personal incomes;

(d) general taxation of private enterprises;

(e)” any donations and.other sources,

Tae republics were giver the same powers except those under (c) and
(d), while the Pederal administretion could net levy any other resources,
its sole resource being the budget., - ‘

.The funds thus created became the main source of educationai finance,
amounting to apout 90 per cent of the total resources availsble for educa~ ~
tion, The origin of the funds is shown in Table 2.

Table 2. Breakdown of funds by source (in per cent)

Source . ' 1961 1962 1963
Through school funds ' : 89.2 87.0 89.3
Budgets of communes and republics 69.5  66.5 65.4
Personal income tax .. 16.8 © 15,3 17.0
Additional charges levied on peraonal incomes ~ 1.6 3.6 59

. General taxation of *he income of _
~ private enterprises ' i 1.3 1.6 1.0
- Other sources: donstions, interest, etc. 10,8 3.0 10.7

—

As can be seen, the budgetg of comunes and mpublics are by far the
most important source, but, while the statutory share of income tax has
. remained generally stable, the additional charges levied on personal ;ncomes
increased appreoiably. -

Enterprises were also encouraged to pafticipate,gand from 1962 on~
wards, they were allowed to use their contributicn directly and to allocate
it to different types_ of education, formél or informal. A maximum of 1 per
" cent of the total income of enterprises could be used for expenditure on
 educational equipment, and this was deductible from the taxible income. .

In 1964, the maximum was increased to 2.5 per cent, Enterprises could
also provide educational establishments with equipnent for workshops, la.
boratories etc, Ag a result, the share of enterprises in the total re- _&
sources available for education increasnd from 10.7 »er cent in 1963 tq'
14.0 per cent in 195A, .

In addition, school funda and investment funds of teaching estab—
lishments became the predominant source for financing capital expenditure, - .
as shown 4n Table 3, 12
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‘Table 3, rces of capital financing {in per cent)

~ Source o . 1961 1962 1963 19k
Budgets 6.6 h. 4 4,2
School funds , 59.3 51.7 51.2
Funds for social investment 1.9 0.9 - 2.0
Funds for buildings 5.4 0.1 - -
Investment funds of educational establishments 5.4 26.8 31.2 32.3
Economic enterprises . 0.7. 1.6 2.3 0.4
Other scarces (1) 0.7 3.7 9.5 9.9

(1) - These mainly consist of direct contributions by individuals, In
the commmnes, citizens' assemblies can decide to levy additienal
contributions from their income (generally from 1 to 3 per cent)
to build and equip schools., In some.communes, the funds raised
in this way sometimes repreeent 50 per cent of resources for in-
vestment.,

During the sam= period, there were marked changes in the conditions
of teachers, especially w‘th regard to salaries, recruitment and pronotion
which were previously subject to the rules and regulations of the Civil
Service, Teachers were given more professional rights, but were still un-
able to exert any real influence on the working conditions in educational
establishwents and on decisions relating to the level of resources allocated
to these establishments. In all these respects, the communities and re-
publics continued to play ‘the predoninant role.

~ The result of this decentralization was “an increase in the burden
| _which the communes had to bgar. . But some communes were wealthier than |
. others, and the Federal subsidies were insufficient to equalize conditions
in the varicus regions. Consequently, there was a tendency in‘the poorer
cosmunes to open schools which did not require large resources, and in some
caseg schools had to Belggut’down through,laok of funds. In addition, the
. fact that the development of educational establishments depended on terri-
torial comuunities led to the creation of a networv of schools that was
mainly dependent on regional conditions and did not necessarily conform to
- eriteria of econony. There was a clear need for further changes in the

system.

13
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II. THE NEW FINANCING SYSTEM

1. The new ;egiglgtion,on.educatgonal ginancigg_

In July 1956, the paderal Aszembly pessed the 'General law on
financing education'. Based on the concept that the nolicy for develoup-
ing education and the policy for financing 4 a'lce, g resources to it
wust be comcatible, this law lays dowr v o iples which are to govefn
the obtaining of resources, while leaving to the republics the decisions
on the practical application of the law, Thie law also provides for the
creation of educational communities', constituted by educational insti-
tutions and labour organizations in the economic and gocial spheres, Each
establishment sust submit its ~Wn application to the educational community, .
draw up a contract with it, and discuss directly the level of the allocation
it desires.

A basic concept in the relationship between educational inatitutions
and educational comw.nities is the so-called 'price of" education', which
covers the resources negessgary for

L - staff scalaries, including social security and other overheads,

- eéxpenditure on supplies and equipment, 1ncluding amortization,

- capital expenditure, including amortization,

'-‘Aodernization of instruction and iptroduction of innovations,

- research, and ' .

- the cost of subsistence of pupils or students

The purpose of the reform 18 to determine the price structure of
education, to relate the -salaries to the work performed and the results
'achieved and to give the teaAchers some real influence over their working
conditions. Tt aims at ensuring’ the independence of teachers' organizations
in eduscational institutionz and at equalizing their salaries and working
conditions with those of other workers having conparable qualifications. ‘
At the same time, “the institutions which finance education are given the ‘
means of influencing 4ts quantitative and qualitative aspects. Another
s parpose of the reform is to eliminate red tape in the form of administrative
" and budgetary channels. '

14
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2. The educational compunities

The educational communities represent a new kind of sélf-management
in the field of education, They éober either a given geographical afea,
such as ‘one or more communes, & recion or a republic, or one or several '
branches of economic and social activity. A number of enterprises can also

form an educational con.numity by drawing up a contrazt with an educational

institution. Hhile territoria’ nities are best suited to pre-school,
primary and general secondr _ communities based on economic
criteria are best suited tc and higher education,

The educational communiticis determine the modifications ‘o be made
during the medium-term period in the number and location of educational
institutions within their territory in order to allow for the expected
economic and social development and the changes in the structure of education.

. The educational commnities are assisted in drawing up this programme by

regional, republican and federal institutions for educ .tional research and

development and also by local chambers of commerce, |
Meetings of the representatives of the educational comuunities are

arranged by the republics and there are proposals for setting up an inter-

: républican committee which will co-ordinate policies, particularly with

reference to the introduction of educational innovations and the organiza-
tion of xesearch work, ‘ ‘
In two republics, all secondury schools and institutes of higher
education are financed directly by the republican educational communities.
Tn the remaining four republics, only some specialised secondary schools

‘and the institutions of bigher education are financed by the republican

educational communities; the majority of secondary schools (and all primary"
schools) are financed by the local educational commnities of the communes
and towns. In these latter cases, hqyever, co-ordinating committees
covering the whole republic have”been set up for agcondary eduéation'
(according to the type;o? school - general, secondar&, technical sedondary,
etc.) and these conmiftees play an important part in planning the develop-
merit of secondary education, .

Thg.task of the educational cohmunity_is to manage the financial
resources, allocate them to each type of activify and expenditure, deter-
mine the individual aal@fieS'ih accordance with the work performed, set the
terms for loans and scholarships, and, in general, to deal with the main

aspects. of education. In the more developed regions, the educational

1o
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communities have often asgumed new responsibilities, such as setting up schools,
modifying the school network, and guaranteeing bank loans given to schools.

The communities also perticipate in educational research and develipment
projects.

These: tasks are carried out by the communities through the media of
the assembly and the executive committee, The assembly, which is the supreme
organ, consists of delegates from the educational institutions (about 60 per
cent), representatives of the workers (25 per cent),_representatives of
50cio-political and other ° ‘78, and citizens appe! ‘ed h- the general
assembly of th. : ‘1iberations ani rago - of the community
are open to thie ,u.ii .

The communities of the regions and republics provide additional
financing for primary education, while supporting higher education, special~
schools, language schools for national minorities, and certain special
secondary schools. In certain republics, in particular, Slovenia and Croatia,
they are responsible for all vocational secondary education, in which case _
they are divided into sections by branch of economic activity.. Each section
draws up the job descriptions and requirements for qualified staff, makes
proposals for extending the school system, estinates the resourcﬁs required.
drafts the agreements with the establishments, allocates funds to them etc,
The co-nunity has also committees for vocstional and higher education which,

1ihin collaboration with the sections, _8et the objectives and policies for each
level of education and submit them for approval to the community,

The following are the sources of financing of the communities (at
communal or inter-commmnal levels): ‘

- taxes on personal income allotted to education {depending on .

the level of development of the regions, .these amount to between

3.5 and 6 per cent of total personal income);

- = a share of the general income tax on the private seqtor

(agriculture the craft trades, etc.);

-~ & share of the tax on retail sales of goods and services;

- an allocation from the budgets of comriunes or republics,

. = voluntary contributions from enterprises; -
. voluntary contributions from citizens (see note in Table 3)

The first two sources account for most of +$he financing, taxes on
salaries represent about 70 per cent of the inoone of the communities, and »
income tax on the private sector, 10 per cent The share of direct budget
allocation is only 10 per cent under this new system, and that of the

-~
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enterprises about 6 per cent. In certain republics, the share of compulsory
resources in the ootal is graduelly diminishing: for instance, it has dropped
" to 60 per cent in Slovenia. This point is worth noting, ‘since 1t is one of
the objectives of the system.

In the educational communities of the republics, contributions from
income tax represaent from O, 7°to 3 per cent of total personal income. In
addition, about 50 per cent of resources come from taxes on retail sales and
on the private sector. In certain cases, the commnity is-also allocated the
part of the Federal tax on turnover which is at the.disposal of the individual
republics. Lastly, wiih a o redistribution and equalization, the
Federation grants subsidies to the less developed regious. 'the most im-
poverished communes pay no taxes to their republic, the latter allocating
them additional resources itn increase enrolments on cheir territory.

uenerally speaking, the resources of the educational comsunities of
the republics amount to 25 per cent of the total income of all the educational
commnities, but if the subsidies to the lecéudeveloped areas are taken into
account, this share drops to 18 per cent. ' '

The ‘other facilities enjoyed by the educational communities are:

' . the possibility of low-interest, lom--term bank loans for
erecting school buildings and modernising education;

- the provision that each new proposal for the construction of

industrial buildings (factories, . mines, etc.) must include

the avaiinbility of financial resources for the eventual
further education and retraining of the workers to be employed
on the premises; .

- exemption from federal taxation on turnover (l) for all
purchases of school equipment (including television, equipment
for programmed learning, computers, ets.), which represents
an abatement of ‘about 25 per. cent.

3. Criteria and technigues for the distribution of funds
The communities distribute funds to the schools according to their

resources and the results obtained by each establishment. The amounts
are defined by a contract which lays down, in particular, the criteria
adopted for evaluating_the.results. For funds to be allocated “an accurate

(1) As well as local taxes. 1
- : |
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and comprehensive programme of work, as well as a description of the teach-
ing body and conditions of instruction have to be given,

Each establishment draws up its own budgst on the basis of the‘stan-
dards to be reached at each levei education. A preliminary forecast is
made before the contract ig signed, and the final balance sheet is drawn up
on the basis of the resgults obtained. '

~The contracts relate mainly to the type of education,‘the 'price of
education',;how this is to be 'paid', and the techniques for evaluating re-
sults, They may cover one or aeveral years; in the latter case, a olause must
specify the terms and conditions for a possible revision of costs linkcd Lo
the rise in prices and/or to any extensior of activities, ,

In appraising and evaluating the activities of an establishment, the
community takes the following faotors,into account:

- the necessary resources for sinply naintainigg activity at

- the current level (routine expenditures for equipment and

" provision for depreciation);

- the resources needed to pay.the staff ( including leave,
meals, aeco-odation, cost of ‘professional advancement,
ete.); S | :

- the cost of meeting legal obligations (income tax, tax on
turnover, miscellaneous interost, ete,);

- resourcea to extend the material basis for education (reserve
fund, etc.). '

In practice, however, the resources available may prove insufficient
Salaries are the main item, and the efforts made to equalize the pay of
teachers with that of workers of sinilar qualifféation in other brenches™
have forced certain communes to reduce the resources available for other
items of expenditure, ) '

It should be noted that schools can obtain finance from sources .
other than the educational connunity, enterprises, for instance. This does
ot affect the community's ﬁecisions,.provided the additional activities
financed in this way do not affect the quality of’ those covered under the
contract with the establishment, )

in certain institutions or regions, & great many pupils come from
‘other regions. As the current system of financing is based on the terri-
torial accretion of resources, a eharing process has been.worked out, where-
by the communities from which the pupils. originate must pay the host

communities the corresponding share of expenditure,

18«
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It is the educationa. community which determines the priorities for
the allocation-of fins ..oiay resources. This involves decisions affecting
such aspects as the number of puplls to be enrolled in schools, the number |
of teachers required, the opening of new d- artments or streams in existing
schools, and the introduction of new educational methods and technologies.
In addition, the educational community, in conjunction with research and
development institutions, evaluates the work of the schools, determines the
efficiency of teaching methods and identifies the problems of t -~ teachers.
In this way, th~ adventie~~' commur - analyses the results o* g ns
policy and is abie tc make the necessary changes in the distribution of re-
sources in order to increase the re.urn frOm the financial investment in edu-
catlon. '

Hhat is needeo {8 for a union of educational communities to be set
up which would make overall policy decisions on all levels of educatlon (ex-
cept first level) and would give greater emphasis to the importance of pro-
fessionai,and technical education.

b, Distribution of funds within educational institutions

This 1s arrangéd on the basis of results, and there is no salary
scale laid down by the State. However, this principle is very often in-
applicable owing to the limited resources and the fact that the 'price of

-education .is not fully covered.
The allocation of funds to pay teachers and the breakdown of salaries
“are conceived so as to improve the quality of work and to make it more rational
and efficient, The criteria used for determining. salaries are- the type of
work; qualification, experience, results, etc. A rating 1s set for each
element, and the total rating determines the remuneration. This consists
of a fixed part and a variable part which may amount to between 5 and 15
per cent of the total depending on the results obtained by the teacher, from
his pupils. Two or three times a year, an elected connittee meets to evaluate
the results obtained by the teachers. The members of the committee are rotated
in such a way that, after tuo or three years, each member of the community has :
been able to evaluate the work of his colleagues. The deliberations of ‘the
colmittee are public. _
~ The evaluation is based on various criteria; timetables, indicators of
- the individual results of the pupils, tests run by a special pedagogical
‘ _ service, observations of the school principal and education inspectors,

participation by the teacher in the extra-mural activities of pupils etc.

Q : ’ ‘ _ 19




This system tends to encourage teachers, particularly since, at the
end of the school year, the community allocates additional resources (which
can amount up to 10 per cen% of the total income of the school) according
to the results obtained

However, this method of distribution raises certain obJections on the
part of the teaohers who point to the complexity of the edweat’- - ° atatel
and the fact that results obtained by pupils oft iep ad on fuc ueis which are

et hhe atrols i certain schools where most teuchers are of
this opinion, remmeration is worked out on the basis of more conventional
-criteria, Furthermore the mass of information and the considerable work
required to make the evaluation cause certain principals to be against the
system,
5. Financing of education in the lcqg:ggveloped.rggions

A fund for granting loans to the less-developed areas in order to
foster their econoniﬂ growth was set up by the Federal government Part

of these resources may be allocated to education, in particular, for build-
_ 1ng schools ‘and training the supervisory staff needed for “he development v
proJects financed by’ the fund ' )

- The resources originate from the republics, whi h contribute in pro-
portion to their gross social product ((}SP) For the period up to 1975, the
rate 1s set at 1.94 per cent of the GSP of the socialised sector of the
economy.

Another form of assistance consists or federal subsidies for financing
social activities, one of the most important of which 1is education. Each
republic 1s free to use this subsidy to satisfy its most urgent needs. In
general, the legislation of the republics stipulates the share allocated. to

ducation (at least 33 per cent in Montenegro and- 20 per cent in Bosnia-
Herzegovina)

Table 5, Wederal subsidies for social activities ot ’
s - (in millions of dinars)

1968 1969 . 1970

Socialist republic of Boania-Herzegovina o 408,0 457.7 502.7
Socialist republic of Montenegro 11%.0 124,0 126.0
Socialist republic of Macedonia 199.7 222.7 | 243.9
Autonomous socialist region of .Kosovo - 275.9 312.3 346,9
Total o . ‘ . . 994 .6 1 ll6.7' 1 219.5

20
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It should be added that the financing system provides'for greater
participation from the socio-political communities when other resources are
inadequate.

Table 6. Share of the communes and republics '~ financing e. _  'OF
in the less-develor~ rer’ ot

) 1968 1969 1970
Yugoslavia 11,3 — 10.7 10.2
Bosnia-Herzegovina 19.2 17.7 19.5
Montenegro . - : s k.6 27.3. 30.4
#acedonia ’ 13.7 11.8 . 12.0
Kosovo 61.8 63.2 37.7

Yet anothér form of aid to education consists of additional subsidies
from the republfos to the communes. Territorially-based educational communi-
ties are legally empowered, under certain conditions (1), to receive addi-
" tional resources from their republic if their. income is insufficient to en~
.sure optimum development of education. The amount of the subsidy granted
under this heading is determined by the educational coﬁnunity of the republic.
The starting,point in evaluating it is the niniuun education prescribed by
law, Owing to the great diversity in the make-up of schoolu, several factors
must be allowed for. For 1nstance, in the Serbian republic, primary schools
are divided into seven categories depending on the number of classes, pupils,
etec., For each type of school, the strength and 3tructure of the teaching
body i=s dgternined, and the salaries are evaluated on the basis of qualifi-
cations, -
. In Croatia, the system Operatea differantly. There the republic commu-
nity for primary education has a 'solidarity fund' which subsidizes the less-
-developed regions. Contributions to the fund are set for each commune
.according to its economic potential.
However, it should be noted that naterial conditions preclude grant-
ing the less-devaloped regiona the resources which would enable them to

’

meet their estinated needs.

(1) In particular, ‘the stipulations concerning oonpulsory income of
. the cou-unities must be fulfilled.

L l f _ 2 1
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Table 7, Share of addi+ to.o _in the -ois of
i Ol Adalv Snos AL e SO .
2d: ational ¢

S—— —————

. Bosnia- = Monte.- Mace-
Yugoslavia Herzegovina negro denia Kosovo

(= dd

17
Total resources in e |
miilion dinars 3 557 517 108 26k 201

,Additional~resources
allocated by educa-
tional communities :
in million dinars - 287 30 17

, . 9 78

. 8s a percentage 8.1 5.7 15.6 3.3 35,6

1968

Totai resources in

million dinars 4 287 608 116 300 29

Additional resources '

allocated by educa-

tional communities - .

in million dinars - 474 50 25 10 101

as a percentage ' 11,0 8.2 21.5 3.3 4y 1

199

Total résourcgs in .
» million dinars ~ 5172 758 151 392 263

Additional resources
allocated by educa-

tional communities _ :

in million dinars - 564 © 68 39 13 132
as & percentage. : 10.9 9.0 25.8 3.3 .. 50.2

Lastly, there are the special subsidies granted to all communes (1)
containing national minorities, to allow for the'additional costs due to-

Lngnist{¢ problems.

(1) Regardless of their level of resources.
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If we c...sider the solutions adoptec to allocate additional re-
aources to the iess-developed regions, we see thit they are based on the
jevel of developmont af the school neiworks, nmumbers of pupils and atudents,
enrolaent ratios and ihe requirements stated by educational establishments.
ons-of the dissdvantages of this syatem is, perhaps. that it does not
sufficiently stimulate the various regions to allocate enough from their own

resources. Since the economic potential is taken into account .when granting

subsidies, it has be;ﬁ suggested that natic 1 income be taken aé a possible
indiaator for this purpose. <
Table 7 shows the importance of the aid granted to the education

communities of the less-developed regions,
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[TI. APPRAISAL OF THE NEW FINANCING SYSTHM

The foregoing account shows the systematic search for solutions en-
abling education ta develop faster and to be more intimately integrated into
social activities ag & whole, while being freed from certain bucgetary con- .

“straints. In this sense, the new financing systenm is merely a stage in a

continuous process, It 13 nov easy to appraise the effects of this new

msystem;ﬁsincé“It’adéi“ﬁbf“ihié”E bleah'biéak‘with'the past. However, we ghall

aitempt to bring to light some of_itéwqualitdtive and quantitative aspects.,
1. Suantitative appraisa) -' . _ o

In the first Place, the increase in resources allocated to education
should be related o certain indicators. Table 8 shows the 8rowth of national
income and its pattern of distribution,

Tabie g, Average yearly growth rate of nation=! ifcome and {i:g distribution
;9@641970 in per cent at constant pricesg h

-1. Total net available éesourbes @ _ 7.8
2. National income : ) 5.9
3« Standard of living ' , 7.4

3.1 Personal consumption

3.2 Social expenditure
4. Baviags ) , Dol
S. General expenditure (national defénce, '

Civil Service)

O N
*

4.8

-

Quite clearly;'the growth of social expenditure, for:edpcation, in}__
partiéular,was well above that of national income and of total net available
resources, R _ l ‘

it may be adéed that total éxpenditure on education over the period
I'*r-""0 ajmost doubled, rising from 3,970 million dinars in 1966 to 7,400
million dinars 1n 1970, in whieh year it accounted for almost 6 per cent;of
national income, In_this connexion, it is interesting to analyse the growth
of expendfture on sducation by funct{op (see Pigure 1) which is the outcome

not orly of the increase 1n enrolments, but also of the rise in unit costs

at all levels. However, whereas these tripled in primary education.betwegn
1966 and 1370, they less than doubled in secondary education, and rose by

-only 20 par cent in higher education, E

The new financing system has also enabled additional resources to

be alloeated for schdiarahips and loans to studenta, In 1%9-~1970, over

ok per cent of students were granted loans and 8 per cent received scholarshipg,
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These loans were financed axainly througii- oontributiona from enterprises to
the funds of the republica.
2. Qualitative appraisal
One of tne most far-reacr ing efrects of the new }inancing systera
1s ‘the change it has brought svout in the concept of the role and place of.
educatiorn in the develop-ent of produotive foroee ad the advancegewt of
the individual, Eduoation is today congidered & vital ang decisive factor» _
in cconomie growth.-zﬂbn thi:t 1ts economic functipn haa been recognized g;'”‘
1t nust He made econouicelly efficient. ,v:-- : ‘ﬂ'_i N
The new: financing aye am has created the pre*equiaites for a=nadicai,
reform of education by the Mt«hod of eelf-nanagencnt. This reform 1s.the '
starting point for rundl-enta. char seg, pedegogical eooio—econonic, poli-.
tical’ und.psychologioal The rederel reaolution laya down the concept of life-_
long educatien, dismantles the blfriern between fornal and informal educa»
tion, and eliminates the sohool nonOpoly of diepensing kneyledge, while at
the sane time creating a whole Tange of 1inks between the warious levels
of eduoation. The new aystem of life-long educetion haa been conceived to-
‘engure equal accees to all- types and levels or eduoutionttor Both the young -
* and the eld and to provide horizontal and verticAI mobility throughout the
education systen.

o Since the new financing eyste- has been brought into effect, the "
part pleyed by the- State and other intennediary bodiee in educetion has -
decreased, particularly with reepect “to- thn position and role of teechers.
Teachers have greater independenoe 1n deciding their oonditions of work,
they take all deciaione concerning new commitments and appoint-enta or, -
senior staff in the eohools, they prepare the financing progranme for their
‘school, draw up the contract with the educntionel co-unity, and fecide how
their resources are to be allocated and diatributed. In inatitutiene -of
higher educaticn, they are free W decide the content of their syllabuses, "
while at the primary and secondary levels, they oan elaborete and adapt '
the general syllabuses already drawn up,. Luetly. they decide undepy what

conditions their school is to operate (beginning and end of school yea:.
holidays, length of working week, etc.,) . ' ST

- It may be added that, -during. reoent yeare, ‘the task of teachers has
been - greatly helped threugh the introduotion of new- teohnologies, which aim
at improving the quality of education and increaeins .efficiency 80 as to’ make
‘the beet poseible .use of evailuble resources,” 'Thua television programmes

N »
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have been introduced almost everywhere, aﬁd the use of programmred learning,
films, radio, computers (as aid to education or tools for managing the system)
- etc. has been either introduced or extended.
As far as enterprises are concerned, the new financing system, by pro-
_viding enterprises with greater rights and freedom with regard to education,
has greatly stimulated their interest in this field. Migylgﬁ%erprises make
voluntary contributions of as much as 5 per cent of total wages. Oone enter-
prise, for instance, vhich employs 20,000 workers grants scholarships ard loans
. to 2,000 pupils every ye& . Moreover, certain enterprises finance vocational
trainins in their own centres and draw up contracts with university faculties
with a view to enrolling their future professionsl staff. Many enterprises
have decided toc use some of their resourues earmarked for education for the
. educational advancement of their staff. Fer this purpose, they have pooied
. their resources and formed communities. These are the nuclei of the future
financing system, which will be based on the principle of relating production
and work to education and training. ’
lastly, the educational communities have succeeded, through their re-
source allocation pOLiCY, changing the school network, which has enabled
them to adapt the training of qualified workers to the needs of the economy
‘and to ensure a better control of the educational system.

v
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CONCLUSION

The new financing ‘law, which was to be put into effect in late 1971
or early 1972, is in fact a starting point for new changes, not only in the
sphere of educational financing, but alsc in that of economic policy and
taxation. Tn considering the changes to be made, the emphasis should be
latd on ways and means which make it possible to:

- ensure that decisions with regard to extending enrolments and
previding the necegsafy regources are taken directly by the
citizens; _

- match the policy for educational development with the methods of
providing the hecessary resources;

- bring together teachers and workers Qith a view to working out
the type-of education best suited to the current and future
needs of society; - .

~ evaluate correctly the economic price of eggc&tion, 80 that
education can grow at a bace commensurate with that of the other .
sectors of activity; ‘ ' » .

- link education and its material basis to thé-incomes of enter-
prises and to the social preduct;

- provide access to education for the young and for the old, re-
gardless of their social position and income.

? distinotion will have to be drawn betwsen the financing of com.
muleory education and the . financing of the remainder of the educational
*¥stem. The amount of resources devoted to elementary education, which is
compulsory, will be decided by the citizens either directly, through a
r2ferendum, or indirectly, through the medium of the relevant educational
communities. The Federal government ang the republics must provide any
supclementary funds to ensure that compulsory education in the less-developed
regiors is not at a disadvantagg. ’

As for post-primary edueé.tion, its development will be decided by the
workers from all spheres of activity, without State intervention, either
directly or through the medium of self-management organizations., The
necessary resoﬁrcea will be made available by the enterprises, since this
form of education ig closely related to the maintenance and developmeht of
their ACti§it1es. Thus, the allocation of resources to education will be one

of the factors to be taken into acéount when distributing the income of the
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enterprises. As a result, the greater part of education will be fed Py the
same sources as those which determine the other factors of production., The
educationnl communities for the post-primary education must hence-~
forward be conceived on the principle of output and work, and jthe calculation
of the economic price of education must serve as a basis for providing fhe'
resources necessary for developing and maintaining work of high quality,

With the new financing system, the role and responsibilities of the
socio-political communities have undergone a complete change. In the past,
they deterqined the development policy for education and the resources necessary
to put it into effect. They now act in a co-ordinating capacity and provide
the resources, but can no donger intervene at the décision—making level.
Thus, their influence must necessarily wane.

In conclusion, one can say that the following nevelopments can be en-
visaged &, a result of the new financing law:

- a better balance between the planning of education and the growth

of productive and other activities;

- a closer involvement of teachers in the deyelopment,of productive

" and other activities;

- a gradual disappearance of the concept of 'free' education, and
also of the concept that each individual has the right to demand any-
thing from the community without regard for economic possibilities
and needs; '

- the abandonment of the principle of 'territorialization' in
favour“ofléquality of educational opportunity; '

- the.gradual diéappearance of the differences in financing education
for the young and for adults, since the relevant resources come
from the same sources and are levied according to the same
principles, B

The result of these changes will be not only an increase in the re-

sources devoted to education, but also a more intimate relationship between
- education, on the one hand, and social and economic activities, on the

{
otner.
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