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T'he ()ru,_rmsauon for Economic Co opération angd l.)cvclobmcm (OECD) was set up un
, det a (‘unvcnhun\gz\::! in Pans on Mlh December 1960, which provides that the QECD

\.hail pronjote poli designed:

chieve highest susmnnblc economie growth 'gnd employment and a nising
ur\durd of living 1n Member ¢ountries, while mamllimng tin&ncial stabibity, and

- C thus to contribute to the development of the world ‘economy

. to contribute to sound ¢conomic cxpnmmn in Mcember al wcll as non-member

*~+ countries in the procesy of economic development o

- +1 g0 contribute to the expansion of world trade on a multitateral, non dmnmummry

basis in accordance with international abligations:

The Members of OBCD are Australis, Austria. Belgium. Canada, l’cnmark Finland,
Faance. the Federal Republic of Germany, Greece, Iceland, Ircland. Italy. Japdn, Lux
cmbotirg. the Netherlands, New Zealand, Norway, Portugal,. Spam chdcn Swmcrland

lurkey, the Umted Kingdom and lhc United Stalc; . .
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s « The Centre JSor Educational Research gnd Innovation was created int June 1968 by the
C o,unrll v/ the Organisation for Economic Co-opgration and Development for an initial
period qf three vears, with the help qf grants from the Ford Foundation and the Royal Dutch

tShell Gronp qf Companies. In May 1971, the Council decided that ike Centre should con-
- ilnue )ts work for a period qf five years as from Ist January 1972, Intuly 1976 it exlena’td

this mandate’for the following five vears, 1977-82. <
The main objectives of the Centre are ds Sollows:

to promote and support the development qf research activities in educalfon and un-

dertake such research activities where appropriate;

L. to promote and support pilot experiments with a view to in,"oduclng akd lestlng in-

novations in the educational system,

to promote the development of co-operation belwnn Member. ooumrles ln the ﬁeld

af educattonyl vesearch and innovation. .

.)evelop:(em in accordance with the d ﬁlslon! of the Counc(} of the Organisation, un
rised by a Governing Board composed
national expert in its fieM qf competencé Yrom each qf the countries participating in lls

The Centre fundtions within the Organisation for Economic. Co- opcraﬂb% and

authority\yf the Secretary-General. It

‘ programme of work. .
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g . AN OVERVIEW BY THE SECRETARIAT

This document summarises the results of an initial two-year phase of CERI's °
programme in the field of educationial financ®. Our approach has been to treat
finance in policy terms, particularly as it, relates to public policy objectives. This
report, therefore, . is less concerned with making comparisons over time or among
countrics regarding how much money is available fof pdrticular aspects of
education than with cxamining finance mechanisms as, a policy instrument.
Instruments available for influencihg educational policy are recognisably limited

<in number, and financing may be .among the few available for promoting more.
. equitabl¢ " distribution of ecducgtion--services and for devolving mhnagement

.. advantages and disadvantages as policy instrument

responsibility.  Financing mechanisms  for edpcation, if they are to reach their
potential as a:means to serve pplicy cnds, need to(be‘ better understood. Their

{.should be .explored and . their
limitations should be defined. This was the basic thrust of CERI's educational
finance programme. ' ' :

"At the ‘inaugural meeting of Experts assembled. for this project in Octobeg
1975, it was recognised that at the basic.infokmational Jevel there had been little
systematic, study. comparing different countries’ educational financing practices.
There had been virtually no attempts to_assess-cross-nationally the conditidns’
under, which certain forms df educatiengl financing arise, the: policf@ objectives
they are intended to'foster, and the extent te which they succeed. United States
aythoritics took the léad in tackling this knowledge gap by providing a substantial
grant from the Educatjonal Finabce Programme of the National Institute of
Education. This_support from the N.LE. has extended to the current phase of .
the CERI activity, a cross-national study of the financihg, organisation and
governance of educational services for groups in special need.. .

. The first phase study was limited to (parts.of) the educational ‘systems in
ten Member countries” Australia, Canada (the Province of Ontario), Federal

. Republic of Germany, Italy, Netherlands, Norway, Sweden, UnitMgdom,

United States (California and Florida) and .Yugoslavia. These jurisdictions
provided a rich assortthent of financing arrangemems and various historical, legal
and administrative contexts. It was further limited, as far as was practicable, to

- the financing of compulsory or basic educational services, termed here the “primary .

level”. ,To embracg all levels of the educational systems was. considered too .
compleg,and hence too confusing an undertaking for a ground-breaking type of

. enquiry.

The Cdﬁntry Studies J

The source material for this paper was the set of national studies prepared
by experts in each participating country. These are published in three companion -

N L

volumes to this General Report - Volume I: Australia, Canadd, Germany;

)
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Volume 11: United Kingdom, United States, Yugoslavia; Volume HIL: Netherlands,
Norway, Sweden, Italy, ‘ “

These country studies aimed to fulfil ainumber of purposcs. H{st was to
provide a description of thie history of primaty level cducational financt arrange-
ments and thus to frame the context within which present cducational financing
+ instruments operate. Second was to present current policy objectives in” education
and Jo dgscribe the linkage, where appropriate, between these objectives and the

financt
hoped

0

instruments which are designed @ promote them.  And finally, it wds-
provide some insights into the ceffectiveness of these instruments, To

provide a common data base for the cross-country analysis the authors agreed
to write to a cgmmon outline. | N\ N

Finamving Arrangements and Policy\Goals

four:

Some Lessons Learned

durcs for conducting such cnquirics as this one,

.~ Although the terms of reference for these national studies did not absolutely
limit the choice of finaneial instruments and policy goals to be considered, the
data that ultimately cmerged tended to converge on a few basic concepts. . The
term “instrument” was taken to apply to a financing arrapgement whether of not
it had been devised with a deliberate policy intent,, so any specific structure orf
process for the 'flow of funds for cducation could be studied. Those outlay
measures ultimately treated include such topical ones as inter-governmental trans-
fers,  categorical and incemtive payments,  Revenue generation measures cover
various forms of uscr charges and tax bases. .

1)
if)

£if)

v)

Reducing the disparitics across arcas and localitics to resources for
schooling—termed here the goal of equality, or cqualisation.
Improving the extedt to which sub-groups with special needs have
access to supplementary resources——tormed herer the goal of eqiity.
Encoutraging moves to shift the locus of control over schooling decistons.
Often this has meant strengthening claims “by localities that their pre-
rogatives be guarded and/or cnhanced-—the goal of local autonomy.
In other countries the policy emphasis has been on strengthening the
hand of other than local authorities to steer school policics.
Preserving and/or increasing the extegt to which parents fcel that they
have real, practicable opportunities to choose among different styles of
schooling for their children-—the goal- of diversity and choice.

o N ' s

" Two kinds of lessons car*be extracted from the conduct of this enquiry and
" from the substance of its anajysis. The first relates to cémmon conceptions and
misconceptions that influence financing policies to support and influence cducational
Services. The sccond has to do with the approaches, metliodologics and proce-

a

= Substance e o

Q
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future work, notably the following:

6

srtain of e findings in the g‘,@ﬁcral report have particular implications for

(‘i)

)

To further the equiality of education scrvices, however defined, does
not ngcessarily pequiré radical rc-casting” of a country’s ceducational
financing system; such' improvement can be instituted through modifica-
tions to the cmphases in and intensity of cxisting systems.

The two avenues to cqualise through financing—by means of inputs

-/Qr'outluys;\arc interdependent; any miandate for a Fequired level of

service must be backed up by a fiscal policy iftvolving both elements.
Ly .
~ . | 'Y

The mdjor policy goals that emcrged from the studies were the following -

>
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" il - Eq;%&an be approached in both federal and unitary governments;
. and - neither, has a clear nd_vantagq as _the best infrastructure for
educational financing. | ' T -

- iv) Tasofat as the concept of equality comes to embrace the cquity notion
of differential cdYcational provision for certain _groups, modes of

— - financingssuch schiémes can only be assgssed in terms of concOmitant

organisational and governance machinery.” - = - e
v)" Local"dutonomy in cducation ggn -be enhanced by giving more attention
{ to the, mode of financial transfers*from centfal to ‘regional and ]ocal
_ jurisdictions; the I?ss categorical these transfers, the greater the.oppor-

-, Iitunity for‘cffccliv _autonomy. This scems a morc-feasible approach’
+ "'to promoting relatively greater autonomy than insisting on some non-

centrplly gencrated revenuey. . ' . , s ' o

. vi) Local funding or lpcal control of finance is not in itsclf a sufficient
3.“{?:‘* means for ensuring diversity-in, and choice among, educational styes
and offerings. ) Y S : '
vii)  Financing arrangements, that -affcct the nature of 'the - teacher work-

\ force appear to be pivotal in gaining p?licy leverage. . n
t - ‘ ) - ~ ' .

" Methodology and Procedures ‘ L

[
.

This projegt also provided us with an ‘u;portunilf to test various approaches =

to conducting complex, inter-country enquiries in the Tuture. . _
.\ 'The research design for the present study can.be assgssed in the light of;
two main purposes. ‘The first, was primarily descripting: the study was togprovide -
certain basic informatipn about diflerent countries’ methods of financing primary
‘education. ~The, second was amalytical. “A comparative study” which drew on
the information provided in the ten case studies was to be used to-examine the
diversc country approaches to common policy issucs and to test certain pro osi-
tions of the “‘conventional wisdom™ that-surrounds financing. '
The major strength of the .country case study design’ was the co
framework: it offéreg #or strueturing the information about cach country’s prif
level financing arrangements.” On this basis. the' general report compare
contrasts contexts and arrangements and develops various typologies and classifi-
cation schemes.” Thus, the. desjgn of the case studics was telatively cﬂ'c{:;z(tivc in -’
develdping the descriptive aspect of the project: ‘ T
he comparative analysis phase of the work presented more difficulties.
First,. there was the perennial problem of having the individual country study
“authors exercise sufficient - discipline that their reports would conform’ to the
general structure eslablished by the design, without .Josifg "the unique qualities
which characterise each’.country's situation. It is instructive here to make.a few
obgervations about the development of the-design itself as a tool of analysis.
This may convenicntly be done under the headings: scope of the enquiry; defini-
tions and standards for comparative policy assessment; time jperspective;, and

. Pprocess_of enquiry design.

. s

- Yo

_ R . .. R
.« Scope of the-Enquiry -, .

~ « The project ‘illustrates how. a narrowing of the scope of th™degign may
" servé to_focus analytical work while, paradogically, a” widening of it may, have
essentially the same effect. Thus, the.project design was intended to allow for
the fact ‘that various policy issues* and financial arrangements would have more
‘relevance in ‘some country settings than in others.. The door was left open,
therefore; to over-inclusiveness and to, possible distortions in interpretation due
. to a kind of equal treatment: of policy and finance issues- whatever. their level of

[ . 4
. . a

-
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importance in particular countries. This, then, would point to possible refinements
in which the design called more explicitly for discussion of issues in the context
of ‘t_hct_pnonty within 'each cayntry. On the basis of the development of such
data_the study could be adjustéd to include:”

{} only those countries in which the issues chosen for study were of
high priority; :
ify a recognition of possible *distortions” in the mparatiyc anaiysis
which differgnt country priorities might introduce'g '
» i) an analysis A the sources dnd nature of the priority differences them-
selves,
These tactics lmply a narrowmg_and sharpenmg of the design as the pm]ect
proceeds.
the other hand the enquiry cou]d have been’ “broadcned" to include
policy issues as anofher focus of description. How this tactic would have
facilitatcd analysis- can be demonstrated by considering, for. example, the issue
of equalisation, . During the comparative phase, one of the questions. that arose
was: to what extent do countries use strigtly financial instruments as opposed
to rcgulation—or some combination of the two—to achieve the objective of
cqualisation? This question was very, dxfﬁcult to answer. Some country studies
that focused more directly on finance” ‘ingtruments rather than the policy issue
paid relatively little attention to regulatory actions that mandated changes in
organisation, governance, and programme. Ultimately the study developed a
typology which seems to grasp the essence of- different approachcs to the same
policy issue. This development would have been facilitated if the case studies
-had had a common structure focussing directly on a given policy issue, and on
the range of financial .and regulatory devices used in connection with it.

‘Definitions .and Standardv for Comparative Policy Assessment

" It would be lmpracucable at the research design stage to develop standard

“definitions of such policy issues as are tredted in this study which would apply
equally across the ten countries. However, an carlier clarification of alternative
rconceptualisation of issues (and consequently of siternative methods of approach-
- ing them) would have helped. Again, a discussion of the equalisation issue

illustrates this_approach. ‘The lack of a classification scheme of cquahsauon
concepts at the design stage precluded some types of comparative analytic work -

later on. If therc had been such a scheme it may well have been possible to
cxamine the interactions amohg different concepts of, as well as approaches to,
[ cqualisation in which finance plays an integral role. _

A research design in this kind of study - also m:A attempt to establish
common definitions or standards for assessing progress toward policy objectives.
For cxample, one of the objccuves in some of the countries was decentralisation.
of decision-making, sontetimes referred to as increasing local autonomy. Whether
finance instruments can actually promote this objective might be examined in

~terms of what the locus of control was in different jurisdictions . before the
instruments “were employed and how it had changed over time, if at all. Pre-
Iiminary research might have sought to determine by which standards countries
could be characterised as having a high or low level of autonomy. Of course,
even if such standards proved too difficult to state firmly, the attempt might
have sharpened descnpuve efforts. . . i .

< Time Perspective

. 'The consideration of standards, and performance according to such starjdards,
leads to thelquestion of time perspcctive_jﬁ-ueh Studies. What should be the
time frame used for studying-school finance policy? Although there 'Was 'a

. L
W ’ . '
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provision for general hisgorical -background; the design g)cgually used a cCross-
sectional (rather than, say, a longitudjnal) framework for most of the information

assembled. While such an approach'may seem to make the data more “mana-

geable™, it does put limits on possible analysis—for cxample, on the assessment
of demographic, cconomic, polilic'ill, and styuctural factors in’ creating conflict,
dislocations and policy debates. and of their resolution by means of financing
and related measures. If one, is to gain an appreciation of the impact of finuncial
instruments, it is important to be awarc of whetheg they are an kistorical vestige
or more recently introduced in pursuit of a particular policy objective. .

The Process of Enquiry Design

) :

' -

These considerations also raise questions aboiit the pracess of design develop-
ment and the rescarch resources involved. For example, country studics aimed
at longitudinal data-gathering would have requited a substantial increase in
resources deployed, especially at the planning stage. _

In any case, the development of the design, for inter-country study may be
conceived as a process: the initial collection of data cap beccome a major source
for the reassessment of the initial hypotheses, the mid-strcam development of new
hypotheses™ and a re-ordering of the enquiry design. This may be }llustrated by
one aspect of the experience of this study. 1h an early scheme for the com-
parative phase of the project the proposed ‘analysis was organised around three
major themes:’ the context of current primary figan arrangemends; “selected
policy concerns and assotiated financial instruments; ahd the effects “of* selected
fiscal instruments on goals of educational policy. One objective of, thfis arrangeément
was to “explain™ why finance instruments such as equalgation formulas and pupil
weiphting schemes were generated by the political process in different countrics.
Eiscal instruments were to be viewed as “dependent variables” to be gxplained
by.a varicty of historical and contemporary factors. Later, finance instrimens

were to be viewed as “independent variables” which ostensibly had some ifopact

~ oft the distribution of educatiohal revenucs and resources, on the locus of decision-
“-making, and*on fhe chatacter of cducational scrvices. However, as the informa-
tion from thg douniry studics began to show itsell as not entircly amenabje to
this approach, it’ was impracticable to. reformulate the design and o support a
further rdund of information-gathering and analysis. :

In fact the framework ®f thé analysis itsclf was adjusted without a great
igflux of few information, and the following gencral report contains interesting
and useful qbservations about the consequences of different finance arrange-
ments—aboth Mtended and unintended—and observations about the *‘conventional
wisdom” ‘of schogl finance, in addition to ¢xamining the central policy questions
discussed above. | - %

)
LN . ! - v

B The Future ‘s

.
t

CERI and the Unjted States N.L.E. began this joint venture as an oxperiment
whose_purpose was to determine if cross-national studies of educational finance
were feasible and prgductive. Our preliminary judgment is that if properly
nurtured and carefully designed, they can illumpinate the cducation policy debate
_in Member countries. On the strength of this initial effort a second enquiry has
been launched into-the financing, organisation and governance of education for
special populationis, a subject that is identified as being of particular concern.
Both agencies look forward to continue sharing in the promotion of high quality-
and equitable educational services in Member cougtries. .
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“Thi§ comparative study of primary school finapce is based on ten studids -

of the arrangements for financing primary edutation in-the following OECD
Member countries: Australia, Canada (tge province of Ontario), the Federal
Republic of Germany, Italy, the ‘Netherlands, Norway,” Sweden, t United
Kingdom (England and Wales), the United Jtates (California a;d. Florida), and
Yugoslavia'. . - '
These jurisdictions provide a rich assortmeént of financing arrangements

~ and distorical, legal and administrative contexts. Five (Australia, Canada, Ger-
many, the United States, and Yugoslavia) have federal settings; the other five
are unitary states, Anglo-Saxon common law formis the legal basis of adpunis-

tration and taxation in four states (Australia, Canada, England and Wales, .and

N\

.. the United States); Roman law in the othets. ' The jurisdictions have populations "

ranging from small through medium to very*large. Three (Australia, Canada:and

the United Stales) originated in Colonial governmei$s; one (Yugoslavia) spent.

~  centuries under foreign domination. Five of th¢ nations .(Germany, Italy, the

..

"+ Netherlagds; England and Wales, and Yugoslavia), havé-developed highly dlo- - :

z hile freely adapting those models to fit focal conditio

sophistication and excellence in‘ school organisation and provision.. . . -

A

s The country studies were prepared, during 1976, following a. research and
* rcporting design. The country studics_attcmpted to fulfill‘a number of purposes.

The first was to provide a description of the histoiy of primary ‘educational

" finance arrangements and thus to frame ‘the context within which -present educa- -

syncratic educational- systems that owe relatively little to foréign borrowings amd .= "
“w..  much to native educational ipgenbity: *Thice (Austrdlia,’ Canada, the United v
: . States) have bortowed exfensively from the modeéls suﬁglibd‘by the “0Old Woddy -
ditions. AN have mad¢ emraoh -
pbry efforts in the educational field and have’ developed . a -high -degrée of

\\\\\\\\\\

tional finance instruments operate. A second - was to present curfent -policy -

. objectives' in educational finance and ._to.,,.‘lgééribe the- linkage ‘betweest. these
.., Objectives and the financial instruments which
“welpet-" the country studies were intended to -provide some insight into the effectiveness

« of these instrunients—or lack of it—in achieving their intended purposes.
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_777L. See the'accompanying list of authors of the couhtr_y studies (page 19). .
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AIMS AND STRUCTURE QF THE STUDY

"The present comparative study uses the data and Jlld[.,tlllcll!\ provided by thc
authors of the country studies also to .ummphsh three major purposes. - First
in Chapter 1, the study attempts to deseribe in summary fashion thg varicty of
approaches that individual countriés yse to finance their primary  schools, g
to.describe the major trends in school fipange policy in”cach cQuntry.  To assist -
.in the task of comparison, the data are presented under common headings for
cach country, and focus of the f{ollowing aspeets ‘oi pnmmy Ychool finance:
background context | (geographical, political, nnd cducational structure) awithin
which the primagy schoul systeans operate: rold of local authoritics (both educa-
tonal and mumup.il) in” primary school finance; role of central “governments
(state, pmvmu, Land, republic, national, federal) in primary school” finance;
Ypdlicy trends inarcas Of key concern. ' LI

Chapter 11 of the, study attempts to compare and contrast the .diverse

<arrangements which countries have developed, to accomplish particular educational
policy objectives. These oh]cuwu include cqualization of access to resourees
for tducation, financial provision for s‘puml cducational nceds, mllucn(m;_., “the
locus of control in educational decision- -making, and affecting the degree of. parental
choice among cducational altetnatives.  For two of 4%\1(5,, namely, quldl—
ization and tingpcial provision for \pc*ml needs,. the study a ;
some of the strengths and weaknesses of the different country approaches to the
problem. .

Chapter 1Y provides a summary of the xeport, and indicates some of its
wlimitations, as well as some of its contributions to comparative study. Chapter 111
cnds with a listing of nine nfajor conclusions drawn {fom (hL study and provides
@ du(.nplmn of three suggestions for further work. _

- Thus, among some of the findings that emefPe are the followmg

"» -« That unitary states achicve a Tighe®-dcgree of cqualization than do
< federal countrics is shown to be not supported.  Some’ of  the federal
" o coumtrics cqualize at as high, or at cven hlbhu‘ levels, than do some

_of the dnitary states, and the presence of a feddral form of government
“structure docs not appear to be controllingffwith respect to cnther the
. mtenslty, or the success, of cqualization cfforts;

!
" .~ Jhat the pro:v\)rpon of non-local fundmg is associated negatively with
»al autonomy in school mat(c}\ is shown to be not proven. In
addition, the proposition” that @ higher degree of non-log l funding
produces a more stahdardifed, uniform structure of schoolifig is also
showsg to be not supported by the evidenee of the country studies.
‘However, a carollary. proposition, that the mode in which non-local
~ funds is made available is of importance for local autonomy is ~1hown
> (0 havc some support‘in the experience of }lu countrics.

14

MAJOR GOALS OF POLICY

¢ _ ' ¢

All of the ten, countrics represenfed in the present study have taken an
interest in orwnmng their school finance arrangements to improve the provision
of educational scrvices in poarer arcas and localitics:  Most of the countricy
have given especial attention in the last decade or so to ways of ensuring that
the school nceds of certain special subgroups arc met, In dddlll()ll afl the
_countrics are concerned with the issue of control of cducational policy.” In partic-
ular, many of them seek to maintain' and enhance a partnership between ¥central™
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and “local” authoritics in the provisiop. and financing of schooling, trying to ensure
that the balance of power and responsibility does not tip too far in tither direction.

“In- a mumber of the countries, too, there hat been concern over the years to guard,

jmprove, or make more cffective, the right and. ability of parents to choose for

their children a‘type of education-that conforps to their -preferences, particularly -

to their religious- beliefs. - o . T ' \

*  These, then, are the major arcas of policy to which ahis paper directs atteation”
¢n considering the cffects of particular instruments: and patterns of school

}:&{3& arrangements: £quajization of - respurces and provision {or. special edu-

catidital nceds; locus of control; dnd parentah choice and diversity of provision. .

Fqualization: Equalization is defined and approached in a varicty of ways
in the ten countries included in the study. Nonctheless, threc principal approaches

to equalization” tend to predominate.  ‘These approaches, attempt to achicve:

“"— Equalization of tax bades to support tducition;, .

— Equalization of per pupil or per capita cxpenditures;

~ Equalization of physical inputs, particularly teacher scrvices.

The first approach, referred to as a “‘guaranteed tax base”™, or “guaranteed
yicld”, approach, atttmpts to ecnsure that all localities will have at least a
standard level of resources for education, regardless of their local fiscal capacity.
Under this approach, municipalitics and/or *school districts with-weak tax bases
arc” brought up to’ the centrally-determined standard cither through financial
transfers from the central government of thfough transfers from fiscally stronger

“units. Thus, while all localities 'will have equal access to resources up to a defined

level, they may choose to provide different levels of cducational services.
The sccond and third approaches to cqualization leave lgss room for local
dideretion in the level of educational services, but instead fogHs more directly on
equalization of provision. The cqualization standard under the sccond approach
is cqual expenditures per pupil or per ‘capita, although a range of expenditure -
variation, ¢.g. five to ten per cent above or below the mean, is frequently permitted,
especially when the variation is due to educational cost diffcredgjials across regions.
Under the third approach, the standard .concentrates upon_equal provision of

© specific services. These may include the supply of books, materials and school

support staff, as wellsas teachers’ services, although the latter is often thec main

- standard for comparing services across diffe localities. However, as under

the. expenditure standard, variation im provision is frequently permitted when
it Tesults from special circumstances, such-as small school size or geographical
iselation. :

In addition to taking a variety of forms in different’ countries, there are

~ other differences in countries’ approaches to ¢qualization which’should be noted.

‘One of these concerns the units or systems among which resources of service$
are “equalized”.  In some systems, such as.those in the United States and Canada,
equalization is-sought primarily among school districts, though recently in the

+ United States some states have begun to'seek equalization among schools within

schoot districts.. Iy other systems, ‘such as that.in the ‘Netherlands, equalization

~+is & principle that] is applicd between public and private schools.* Financial

arrangements attempt to. achieve equalization between musicipal and private
schools within municipalities, and, to a lesser. extent, among differewt - munici- -
palities. Financing policies in Australia and in the Canadian province of Ontario

are moved by similar considerations- of equalization between public and private . . .

schools, or between government and scparate schools in the public gystem.
Another diffctence. which should be noted concerns the government interface

at which eéqualization takes place.” In unitary countries the main interface is

between central governments and municipalities agd7/er—school districts. ' In
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federal countries, however, there are intermediate government  levels  (states,
aprovinces, Linder, and republics) which constitute the focal point of our diseussion
of qqualization, and we describe and analyse cqualization arrangements between’
both the intermediate and local levels on the one hand, and the intermediate
and federal levels on the gther. However, for our purposes, the formeg,interface
is generally considered primary, since in most of the federal countries the imer-
mediate g,(wummn(.ll authority is constitutionally responsible f()r the provision
and finance of ‘primary (and sccondary) cducation. -

In recent years the concept of equalization has been bmndc’ncd In scope
to encompass a fourth approach to the issuc.  This involves deliberate disequal-
ization of resources, with the object of providing additional cducational services
for children who h¥ve special educational needs Althouglt different countries
have identified different sets of populations as reqi§ring extra cducational services,
the core groups include childyen who come to school with physical and emotiongl
"~ handicaps, language dlsdb:h} and cconomic disadvantage, as well as children
who require speeial types of png or programmes, ¢.g., vocational cducation.
Our discussion of cqualization R the paper will therefore attemapt to identify
and describe the <different approaches which countrigs take to provide extra
resources for children with special educational needs.

L ()(pl autonomv In the present study, this term is used primarily to describe
the” powers of municipalitics” or *school” boards vis-g-vis the powers of some

non-tocal fcentral or provincial) governmental authority. There are two important

domains of decision-making powcer that are relevant here: those that telate to
questions of finance (for example, powers to set tax rates, receive tax revenues,

establish Tovels of cxpenditure, raise loans and disburse the proceeds of such
loans); and those that refer to matters of school organization and processes. -

We recognize that this is a traditional approach to the definition of local
autonomy.” In a number of Mcember umn(nsq, this definition of the problem
has ceased to be important. -~ The centre tlocal struggle 1s gre: uly muted und
the question of “where is the locus of um(rnl of the schools?” has to be scen
in a much more complex framework.  What is the relationship between patterns
of school finance, on the one hand, and the power of teachers’ organizations

(exercised on a natmnal scale or at the Jocal level), parents’ groups, and Eployers

to influence what kinds of schools there shall be, and what goes on inside them?
, These are the questions of control and autonomy that, onc suspects, are caming,
more and more to the fore. However, on the cvidence of the country studies,
these issucs have not yu reccived clear formulation and, while we' can note their

- presence and growing: importance. there is little we can say about them in rclmlon

- to school finance questions,

Morcover in other M‘nbcr countrics, the debate over school fm‘mu., is. still,
heavily freighted with the traditional tension between focal and non-local.- go\/crn-
ment and school authorities, A great deal of political debate associated - with
school finance discussion continues to be related to the relative powcr, respon-
sibitity and roles of local school (or municipal) systems vis-a-vis noh-local
(provincial, State, or central) governments, and this is the sense in which we shall
usc the terms autonomy, amd in particular local autonomy, in this paper.

. Obviousl quc.slmns of autonomy in school control refer o different scts
“of 50v<,rnmcn{dl units in diffcrent countgies.  For example, in the United States
local autonomy refers to the ppwers of the. local, school boards vis-g-vis the state
;,ovcmmcnts in England to t‘lw local government authorities that provide the
schools vis-a-vis: the central government, in Austrlia to the States, and in
Germany to the Liinder, vis-g-vis the federal governments in each couptry.,  The
thlurl.mds is considering the estahlishment of rggmnal authorities, n‘ndwny

\ t
) t

i

1'4~ - ‘
o | a7

.

j.

L

l"



< ?
@ .

between the localitics and the central government, that may over time come: to
represent a species of local nhtonomy vis-d-vis.the central government.  In
Yugoslavia, “school astonomy”_refers to the “sclf-governing interested commu-
nidies of education™, and to the :\ml based mopc,muvc unm, that make contracts
with the communities to provide school services.

~and autonomy (bpcal, statc provincial). will attempt to take into ncwlmt this
diversity of fo(m

The dlsaus\:‘n of the connections between school financing arrangcmcntq ]

rom muntry to country. -

Paréntal choice of school: Al of t? Member countries rcproacn(cd in the
present stlidy (except Yugostavia) permi llu1 operation of non-publicly-provided
schools at the primary Iggel.  However, in & numbir of the Mcmber countrlc
school finance arrangements hﬂvc))ccn influenced by the desire #0 prcscrvc and,

* sometimes, to cnhance efftctive “parental choice of schoel. Whete substantial
amounts f public funds arc made atailable to -non-state schools, thlb is usually
done in order to support sthools provided by a minarity church, . This_is the case,’
for example, in Ontaria, England, and Australiz. In the Netherlands, the rationale
that is used fqr justify -the parcuts’ fupdamental right to claim public funds in
support of a church-related education *or their children has been extended to
wover chplu, of alternative secular schools.

least at the primary level, none of th¢: Member countries appenm to
sup thc notion of providing sptbstantial alternatives to paronts within state
systems. .-In particular there has been little official  enthusiasm for voucher
schenwes aml the like, that would provide parents: with public funds thay they
could then spcnd at the schools of their choice. Therefore, when the discussion
in Chapters 1 and 11 below turns to the ‘question of parental choice of schooling, it
refers to the effect of school finance arrangements on parents’ ability to opt for
a non-state (usually a church-related) alternagive,

/
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* FINANCING INSTRUMENTS FOR PRIMARY SCHOOLS
: AND MAJOR TRENDS IN POLICY: ©
~ A REVIEW OF THE COUNTRIES. ~
. - [ ' o
. | v , . : | . . N | » ’ l
' ' . . ) ‘AUSTRALIA . ‘ ‘ X

BACKGROUND INFORQATION

The Commonwealth of Australia is a federation of six states, These include
New South Wales, Victoria, Qugensland, South Australia, Western Australia, and
'Tasmania. The federation also includes the Northern Territory and the Australian
Capital Territory. ' : ; :

[

About half the population of Australia is cqpeentrated in five ‘major citieg.

" United States. . ‘
There are approximately 9 400 elementary and secondary schools
tralia and about 2.9 million pupild. These include 5 750 government prima
sehools, about 1 400 non-government primary schools, and 1.8 million elementary
school pupils. In 1975 government schools -accounted " for about 80.3% of
the primary school pupils; Catholic schools, 17.5% and other non-govcm\nent
schools, 2.2%. : .
. . - .I’ﬂ 4 . * -
FINANCE ARRANGEMENTS o | . ,
. E . o N -
State governments . . ot s ' WA

Most of the remainder is widely ‘scattered over &n area roughly the }at of the

The provision and financing of primary education in Australia is constitu-
tionally a state govcrnm’&nt responsjbility, With tie exception of funds provided
by the federal government, the states assume practically the full cost of educational
services. The %tate governnients also play-a major role in the manalgemcnt of.
professional personnél and in the degermination of ‘the level ‘and- dist
other educational expenses.” In the area of staff, each state departmeént of

cducation determines. school staff entitlements mainly on the basis of enrolments, -

expenditures it also. uses a for
materials, etc., which 18 based o
decisions about requirements are also made by central authoritics with relatively
litfle local consultation on the planning of new schoBl facilities. In all of the
areas, the state governments fully. fund the costs which result from its deter-
minations. - ' ‘

and deploys staff according to Alqs: entitlements. - For other current operating

.
3

J

in Aus- -

la' approach for the gllocation of equl‘fment;__,
school size. And, Yor capital expenditures, -

bution of
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" Federal ghernment . -

‘A _change of major:importance in Australiin school finance hpa been the
- increasing” role of the federal gdvermment in the financing of -education in the

post-World War 11 period.  Federal government involyement beg in the tertiary .

fjpld, but gradeally extended to the school level through the federt) government's
onstitutional autharity to providé prants to the stdtes and its responsibilily for
chools in the territories” In 1975-76 the stages still furnished the preponderant
tion of primary school expeaditures (about 85 Reg_eent for government schoqls),
but the Commohwcalth share has increased consistehtly over the last few years.
“The federal government finances education both indireetly through a systenr

“of gericral ggant to, the states and” dmctly through a nunrber of specific-purpose

grants which arg dcsigncd to promote particufir mational rupumlbllmc The

-general grants are of three basic types: fimmcgll assistance ;,rant paid to all

states .on & formula basis*which takes into accolnt population increases,  wage
incrcases, ‘and changes M rcspomlbllllus betwean Commonwealth and state
governments; special grants to states in a weak financial position; gnd intcrest-free
capital grants which can be used for any capital purpose. These grants constitute
the major source of state revenué——about 52 per cent in 1975~ ’76——although they
have been decregsing in importance relative to specific-purpose grantg,m recent

" years,

Qpcuflc -purpose &rants are used by the Commonwcalth to financt cxpen-
diturcs in a number of functions arcas, with cducation taking on in¢reasing”

_importance -among  them.  (Specific-purpose J grants for cducation comprised

27 per cent of the'total in 1970-71, but 36 per cent in 1975-76). The grants arc:
provided to both governmént and non-government schools in a number of
programmatic arcas. These include the following: '

The General Recurrent Gravts Programme provides funds to cach govern-
ment school system to augment state flhancml resources to cover expenditures

" on staff and other operating items. It is cssentially a resources supplementation:

and cqualization programme which provides grants at higher levels to states which
assign a low prionty to schools in their spending. . The only portmn of the
programme which is carmarked is” the ‘roughly 9 per cent which is designated
for the special cducational needs of non-English-speaking migrant children. The
programme constitutes about 55 per cent of the specific-purpose grams to govern-
ment schqols

The Disddvantaged Schools Progrmmne caters to the- special nceds -of
schools in oconomically poor arcas. Lump sum grants,” which arc basced on
sqeig- -etononiic “critcria, arc distributed to eligible schools on the basis of pro;ccts

. - pint forward by the school and/or community. They comprisc about 5 per cent

of -specific-purpose grants to government schools. -

Special Education Programme funds arc provided for -handicapped children:
The normal mode of provision has been, to establish special schools, and Comenan-
wealth’ government fundware intended fo cncourage arrangements which will lcad
to ‘an increasing numben of - children being integrated into ordmary schools.

B Furids under this programme constitutc about 3 per cent of total specnflc purpose

grants, -

Capztal Gran granime, funds serve a vanety of purposcs, including

* pravision of new and more ‘varied facilitics anqdrestoratmn and improvement of
- existing buildings. The funds, which arc use

at -the discretion of the state,
form the second largest component of specific-purpose government. school grants

+~~about 35 per cent of the total. .

“The grants to non:government schools are distributed under. the same
pro‘rammc classnflcahon ay grants to government schools, although in some

w17
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programme atcas the distribution criteria asge somewhat different.  ‘Their signi- |
ficance lips it their major contributiop to the overall costs of the non-government
sector mtd the freedom given to indjvidual schools or systems: to deploy them
in a manner consistent with the particular purpose for which they have been

allocated. '
. o The final arca of Commonwsalth funding is to joiﬁ\pro;, ammes in the
government and non-governmént sectors. These incldde a Strvices and Pevelop- .

ment Proramme which provides for the training of staff and schoot inprovement
activities, and a Special Brojects Programmg which is intended to foster ¢Range . 4
by cncouraging fresh approaches and increased local participation.  Grantg-to
. thase programmes total less than three per cent of the lolul'gycul by the Common-
wealth on specific-purpose grants. - , o« { . . .
\ A
Potacy Issues

“

Fqualization ' ’
Equalization of educational services both within and among states has been
a major governmental concern in Australia for many years. ‘Fowards this end,
Australia has developed a system with a high degree of state control of both
orgahization and finance.  In contrast with all gther countries in the study,
local units with independent revenuesraising and decision-making _ps do not
exist; such local authoritics that do exist afe, by and ‘large, @dministrative vehicles
for the execution of central government. policy.  Consequently, the probiems of
local incquality of fmancial resources and ceducational expenditures, which in
other countries kargely” result from disparitics in local fiscal capacity, have been

'grczllly reduced i the Australian system., .

Within the last ten years the Commonwealth government has also beguh to
play a major role in achieving cqualization in primary school finance. A Basic
clement® of the federal approach is the emphasis on equalization of acce§s o
resources among, the states.  General purposg grants distributed on a formula
basis are one of the principnl finance instraments uscd for this purpose. In
addition, the Commonwealth goveroment attempts to achieve a degree of service
cqualization through categorical grants to the states for students with special
needs.  ‘These grants focus on the handicapped, the socio-cconomically dis-
advantaged, and the rutally-isolated. ! .

The actions taken by both state and Commonwealth governthents in Aus-
tralia appear to come fairly close to sccuring a high degree_ of cqualization of
resources and services for children throughout the country.  State government | A
coritrol over teacher posting ensures that even children in remote areas will have

_a teacher whose salary is gentrally provided. -Nonetheless, there are individual
- clements of the overall system of arrangements which may be insufficient to achieve
full cqualization - both between the public and private sectors and amorig the.
government schools. - L S
~In Australia the major disparity in ‘the level of expenditure is between
government and non-government schools.  On average nationwide, the expenditure
Cx slcvci in non-government schools is only about three-fonsths that in government
schools. Déspite massivo increases in both state and Commonwealth support-
in ‘recent -years (roughly a fourfold increase between 1971772 and 1975/76),
the gap between them and government schools has not been clesed.
S Within the public sector the main disparity is between the large metropelitan
":5‘,' > centres which”attract more experienced and educat crsonnel and the remoter -
¥ wigreas, which experience difficulties maintaining higW®qualified staffs. A second -

E le-. _ - ' .- - -
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., ~ area of disparity 1? between high income and lower -income afeas in the level of
privatg contribution for expenditfres such as books and unifopms which are not
fully provided from public resources.  However, disparities in both of these areas

- - are fairly small, and are partly offset by additional government grants w\hich
further reduce them in importarice. ' C

»

- -

~ ’ . T .

Autonomy and -parental choice’ 7/

In recent years policy makers have begun llo‘rccqgnizc the dysfunctionil:
. conscquences of a high degree of centralization.. The most serious-of these has
- appeared to be the inability of the system to adapt to particular local needs
. and’ to respond fo the problems of children with special cducational problems.
Consequently, the fogus of Australian policy has shifted somewhat away from
tharough-going ccn(r:ﬁ control. Policy is now primarily concerned with providing
amore opportunitics for deeentralized decision-making and administration in orga-
nizational and pedagogical mitters, together with greater parental particjpation,
. whilg. maintaining a high degrdsnf® financial e¢quality.
4 “Towards this end, some states have begun to provide for the transfer of
state funds to the school site level which can be used for discretionary purposgs.
Scverakestates have begun to experiment with modest per pupil grants to school
cotincils, for textbooks, mintenance of grounds apd cciuipmcm,\__and.Icm'ning
materials, although these “still ‘constitute a very small propostion of tetal cdu-
cational cxpenditures.  In the capital funding ‘arca, there are attompts to make
“the provision of school facilitiecs more responsive to local requirements.  The
steucture of decision-making with respect to priorities among building works has
béen altered to incorsorate various local, regional, and state levels of resgonsibility
for the allocation of resources.

Parental _choice is also being fostered in Australia through the provision of .
Commonwealth funds for the support -of non-government schools.  Parents are
thus assisted in conserving a degree of chqice betwden government and ., non-

govq'{‘nmcnp alternatives for their children.  Hence, what the Australian system

- has histarically Tacked in the arca of local aufonomy, it may compensate for .-
‘ _in some measur¢ by contributing to the maiftenance of diversity in school
provision. . N\ _ _ ) .
t . . \
| "CANADA .- y

o o ' PROVINCE OF ONTARIO

[
- - b

~-BACKGROUND INFORMATION |
~The Dominion o_lf@nadn is a federal state which consists of ten provinces
‘and two.territorics, ¢ provinces include: Quebec, @ntario, Alberta, Manitoba,
Saskatchewhn, Newfoundland, Nava Scotia,* New -Brunswick, Prince Edward
Island, and British Columbia. ' The territogics include the Yukonr and Northwest
Territoffes.«Nearly two-thirds of Canada’s population reside in-the two provinces
of Ontario and Quebec. 7 : Y S .. )
' There are. presently ll.’lj clementary school beards in the province. of
- Ontario, Of:these, 115 are public school boards; 60 are Roman Catholic sivol
~ boards; and two-are Protestant schoold boards.” As of/1975 these boards contained -
about 4 000 elementary schicols and about 1 390,000 elementary pupils. -
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FINANCE ARRANGEMENYS .

Province-focal | . ' i .

. ’
~In its various provincial approaches to the finangsing of schools Canada
has historically been quite "deferential to the principle of local gatonomy in cd.u-
cativnal financg.  The provinces, whigh are the central governmental units with
the condtitutional responsibility for 'hmncing tdwmcation, largely delegated  that
\‘rcspoilsihility to local school districts.  These districts -had separate governing - »
structures and were granted. substantial independent power, including the power
to levy taxes in support of education. .Most frequently this -wa$ a tax on the
*residéntial and comnyercial property contained within the district. T B
. CAlthouph all Cusadidn provinces still rely on local districts 0" provide
primary cducational services, the rel¢ of the provinces in the finance of primd
cdueation has increased substantially in recent years.” Since the mid-1950s
average proyincial share of provincial /local school expenditures nafionwide Ahas,
risen substantially --from 38 ‘per cent in 1954, to 52 per cent ins 1964/ and
65.5 per cent in 1973, In, 1964 only two provinces provided over 60 per cent
of provincial/local resources, while by- 1973 this number had risengto cight, with
two provinces. -New Brunswick and *Prince Edward Island-—adopting a system
with full provincial assumption.  Finance patterns in Ontario, the Canadian
province whose finance system was “studied, parallel those in the country as a
whole.  The provincial share of provincial/local revenues there rose from about
37 per cent in 1954 to about 64 per cent, roughly the national average, in 1973.
The system of intergovernmental transfers for cducation from the Canadian
provinces is marked by a number of characteristics.  First, the grants are
.cducation-specific; i.c,, they are made direetly to local school districts.to be used
for cducation alone. “They are not usuaily channelled through municipal gavern-
ments.  Sccond, they are almost invariably block grants which can be used by
local districts in accordance with their own cducational prioritics.  ‘This is in
strong contrast to manly of the European systems where carmarked grants cannot
be transferred from category -to category.  Even where grants are categorical,
the Canadian approach provides for wide latitude for district use of grants within
the préscribed arca.  Third, there is relatively little central regulation of the
use of grants once minimum programme stapdards have been provided.  Finally,
most aid s¥stems attempt” to achieve some degree of cqualization of cither
expenditures or aceess.to resourges among districts—although with varied SUCCCESS.
. The Ontario approach to primary cducation finance has as its major objective
the cqualization of access to resources for cducation.  Provincial aid for, current
ordinary cxpenditures, which includes all expenditures except debtf charges,
_transportation, and capital expenses, is disteibuted in the form of a percentage
», equalizing grant, which puts all school boards on an cqual footing with respect .-
" to providing cqual dollars,/up to a maximum amount per weighted pupil——§1080
for clementary school pupils in 1976, Upsto the maximum grant level, the
formula aids a Wigher proportion of locally detetmined operating costs in. districts
. which are poor in_asscssed property valuation per pupil than in districts. which
are property-wealthy.  Expenditures hbove the maximim are financed exclusively
. frSm the local property- tax, ' -l

¢

n

.Ontario through miodifications of. the amount distributed under the basic gcnqral
purposc grant. For pyrposcs of grant calculation. pupils gre weighted in relation
to the extra cost presumed to be incurred in oducating . them because of the
characteristics of«the pupils themselves, their socio-economic environment,’ their
geographical location, or the size ' of their school or school district, The local
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district is free (o use these additions] tunds @ develop the programmes which
are provided to these children, ' o o
The one’ exception to the papil weighting approach is the assistance for
French language prbgramies for’.both Francophene and non-Francophone chil--
dren, which is in the forh of an cqualized per pdpil grant. But, cven here, it is
- warth noting, though thesg. may ‘be’ considered categorical grants” by. some defi-
.nitions of thhf tery, they are mot “carmarked”™. That is, the money for French
language: programmes formy merely part of the block grant pqyublc(.m a board-
. - . by the prowncial government. - | o C ‘ S
. _~The provincg also  finances '--rccognizcd' extraorglinary cxpcndllurcs———(kbt
~services, transportation, and capital expenditures from“the revenue fugds-—under
a pereentage cqualizing formuila, although with a higher provincé/logal sharing
+ ratio apd with more stringent cost controls than those” used Yor the control of
< ordinary expenditurds.  In exchange for this diminution in autonomy the boards -
may bortow up advantagebus (erms from® thexCanada Pension Plans” Thus, while
local boards, propose school building flans, e provincial authdritics can, and
frequently do, dispose in ways that shape local board policy rather decisively. .
* i . -
Federal ' 17 ‘ A ) ’ \ o
. ro i ~ . —
“The fcdcml'govcr’hmcnt in Canada has Hhistorically played a small role i
the: financing of schoals, since the function has constithtionally been reserved to
y’x‘c ptovinees. Iy regent years, hbwever, the federal govegnment’s role  has
‘increased _consideribly.  In 1970, for cxample, the federal share of§ clgmentary
« education. expenditures had reached about 9 per cent, although there was a widé
range among the provinces—from abosit 28 per cent in Newfoundland to 2.5 pert

.

_ ~cent in Ontario. . . -
> -+ The federal government in Canada distribytes'aid to provindial governments
through both general and categorical " programmes,  General grants involve a
’ revenue, cqualization mechanism to bfing cach province up to the mational average
( in per capit yield for vach of its revenue sources, as long as it levies. taxes at
* pational average tax rates. Funds may be used for cducation and fher provincial
functions. The categorical grants are used primarily for partig) reimbursement
of fanguage programmes developed and administered by the province.  The -
programmes, which were started -in 1970, . were designed to permit members -of
an official language majority group to acquirc a ﬁ(nowlcdge of their. second
_ official language and, for members of an official language minority group to-be
.4 cducated in their first language. Two English language provintes, Ontario and

. New Brungwick, together account for about 80 per cent of all Francophon¢ |
clementary "students being educated in the minority language.. - "
: N ) . L . ‘
. - PoLICY ISSUES : 7 -
. Equalization . . . ) . -
.o In recent ycars both federal and provincial governments have become
“increasingly concerned with cquality of cducational opportunity. In Canadian
terms this objectjve has two_major components: equalization of the fiscal capacity B
© . of lower gbvernmental units ¢to provide educational services for normal student
‘ .populatio?‘?; arid tie provision“of additional resources for ‘students with special-
¢ . cducational nceds, oy - !

IS

. : To accomplish ‘the first ‘objective, the federal government uses a general
_grant which brings each province up to the national average in per capita
yield fgr cach of its revenue sources.. Although the grant does nét provide direct
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adsistante to cducation 1t does indircctl; support it by strengthening the general
fiscal. capacity of cconomically Weak proyinces,  The provance of Ontario uses
the ,L‘.auculig)n-spcciﬁc pereentage equalizing -grant, already described, to cqualize
the ability of schopl districts to spend up to a maximum per pupil amount for
ordinary expenditures.  Fqualization grants are also” used for “extraordinagy”
expenditures, including  transportation, debl scevice, lodging and board, and
capital expenditures borne from gurrent revenues. ‘

The provision of resources for students with special educational needs is .
approached. somewhat differently at the fedegal and’ provincial levels in Canada.
Major direct federal invnlvcmcn{ is in the form of Tategorical grants~in program.
arcas of national interest. These have included techmical and vocational education,
regional ¢conogiic development, and. since 1970, bilingtial ¢ducation. - In contrast,
the province of Ontario ties additional support of special needs students to its
basic “equalization formpula.  Pupils who are socially, cconomically, culturally,
or linguistically atypical, who live in remote arcas or in urban greas with older
buildings and nmorg mobile populations, and who require special education ser-
vices, are cotmted extta” by weighting for provincial grants purposes.  However,
both categorical and pupil weighting grants are refatively free of strings, and
provincial governments and local edgfeation agencies (1.e.as) have wide discretion
in the use of these resources.

Autonomy and parental choice ! .

In contrast with its level of tinancial support of prinary school Which has
historicplly been fairly low, Ontario has traditionally exerted a high degree of
central control over the structure and content of education, particularly gver such
arcas as curriculum, methods of teaching, textbooks, and supervision of indtruction.
Since 1969 however, many of the ceducational policy deeisions  which  were
formerly made at the provincial level have been delegated to ghe. loval schoal
districts.  Some of these include: supervisiqy of ufstruction; pmvi'fﬁiml of Kinder, -

gartens; textbook selection; curriculum: and transportation. The Ontario systef™

thus provides an exaniple of increased central funding. not leading to increased:
central control, and it shows that decentralizittion of decision-making can he
facilitated at the same time that the central government increases its share of
cducation expenditures. : - ' , -

Parenfal choige of type of schooling, defined primarilin terms of secular v.
non-sceular edugation, has histarically been facilitated  through extensive” public
funding of denominatidual (and.- more specifically, Roman Catholic) schools in
Ontario. At present there’ are two publicly-supported eleinentary school systems:
the non-denominational public clemengary schools, and the predominangly Roman
Cathglic separate-school system®. \Scparate-school boards have the same powers
as public school boards do. They )m‘ cmpowerced to set tax rates on the property
of separate-school supporters, and municipal conncils must; on separate-school
board request. levy. aiid collect those taxes.  They separate-school boards  also
receive provincial- grants according to the same criteria as_ public school boards.
Consequently, the nop-secular schools can provide a‘realistic alternative to pafents -
whe désire p religious education for their childrer), : .

LR
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2. Yhere ate two Protestant separate school boards. No new Protestant separate schools

have ‘heen established for over 100 years. :
1 toe \
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ENGLAND AND WALES

-
.

BACKGROUND  INFORMATION L - ' )
.The United Kingdow is a constitugional monarchy, It major ;subdivisions
are England, Wales, Scotland agd Northern Irelang, 'he vast majority of thé
population-—oveg 80 per cent—rdides in England, with large concentrations in
“the southeastern part of «the coyntry in the arca around London.,  Although the
United Kingdom 1s formally a unitary state, government practice resembles-many -
of the federal states described tin this paper. as substantial authority for the
pravision of puBlic scrvices, including cducation, has been delegated to Jower
governmental bpits. ' S ¢ L.
" . In Janpary <1975 there were about. "4 950 000 primary  school children
enrolled in Fnglanty and Wales in 22 §78 ‘primary schools maintained in whole® -
or in part by the local cducation authoritics.” These are the so-called “maintained”
schools. These included about 1 300 000 children enrolled in 8 000 “voluntary™
schools (that is, schools having a churcly jJdenominational] affiligrion).  In addition, -
approximately 430°000 children (all grades) were enrofled irf some 2 40Q inde-
‘pendent (non-state) schools, '

FINANCE ARRANGEMENTS e

The English ameuch to financing primary cducation cambines a fairly
high level of pooled central support for locally-provided services, including .,
education. with extonsive local control of the allocation of these resources.  In
contrast with most other countrics where ldcal authorities must allocate funds
for the schools according to centratly-determined criteria, the local authoritics
in England posscss considerable diserttion over the allocation of funds between
cducation and other functions. The local education authoritics (L.e.a.s) simil?\rly
have wide. discretion in allocating resources among ‘school levels and program
arcas, In the words of the author of the cou‘}kry study on England and Walcs
on the arrangenrents for providing and. financing education: “There is not really
a system, but rather a legal framework within which many independent bodics -
_ operate® S I
"+, Yocalitics in England rely largely on property taxation to provide revenucs
for all public services, including education. However, since local dncome via
the “rates” ‘is frequently too small and insufficiently budyant to meet all cxpen-
ditures that local “authoritics must meet, central govérnment transfers are uscd
to supplement local revenues.  The system of transfers in “England reflects the
. integration of educational finance with local public®finance and the high degree
] of local autonomy. ‘The rate support grant, which is the most importamt grant®
- in the-system, is a block grant which provides over 50 per cent of local government
revgnues, -Thé. grant is provided by the central government to- localitics to
equalize access to resources for all locally providcs public services, . including:
_education, It operates in the following manner. -
The grant hgs two major clements: “resources”, and “needs” " clements.
. The, resources clement centers around @ wealth per capita measure, based on
the “standard product of a penny rate”. This is calculated by multiplying the- .
population of a local authority by one per cent of the ratable,value per sapita
for all of England and Wales. 'Local authoritics-whose actual product. is below
the standard product are subsidized by the-government to bring them upf to the
national average; howevet, richer authdrities arc not taxéd” to cut 'them down
_+  to the average. - .. ¢
The needs eclement arises from the recognitionvof the different levels of |
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demand that focal aaghorities have to face.  Among the variables taken into
account are: tatad ‘population; number of children under 15 years: number of
children vpder 5 yeats; population over 65 years; population density; roads; rate
of "decline of _population; metropolitan jurisdiction.  (The most significant of
these weights include population—50 per cent, and the education units—4Q per
vent—--which are welghted according to pupil age level). ‘The total weight per
thopsand population of aill the clements is calculated and compared with a basc;
the cxcess is multipliecd by a given number of .pennics per person, which then
/ constitutes the grant to the local authority, ' .
The rate support grant can be used by the locality at jts discretion.  Although
a portion ‘8 the grant is* implicd for cducation, the lochlity does not have to
use it for school pyrposes.  In addition, the funds which are allacated by the 1
locality to the h»j-cim ¢ used with great discretion.  Although the central i
government may view primary education as a greater prigrity than secondary
cducation, the Le.x may choose to concentrate its resources in other arcas, with !
little likclihood of central government interferences.  The English approach to 1
transfers may be summarized in the folfowing way:  The system “as it works at $
present does not make for a strong connection between finance and objectives if
. by that is meant one by which the central government can.determine what happens
at the periphery.  Where funds are made available, cven if a genceral purpose
is being aimed at, in large part the detailed allocation will be decided locally.
And the “specific purposes reached will not always correspond to the original
broad objectives.  Thus, while lack of funds may ishibit development, their
provision does not necessarily encourage it. . ~
The approach described above is also apparent in ghe one recent English
effort to deal with a specific cducation problem, namely cducational disadvantage.
The problem was highlighted in the Plowden Report of the mid-1960s, which
argucd that there should be positive discrimination in the allocation of resources
to schools in deprived ncighborhoods.  The responsc of the central government
was an extra allocation of school building funds in priority areas, and an extra
’ allowance for teachers in cxceptionally difficult schools. And, toward the end
of the 1960s, the government introduced an Urban Programme which covered
_ housing, health and welfare, as well as education.  However, all of thesefunds
were provided with few restrictions from the centre. - The procedure adopted
was to decide centrally (the resources available and the criteria of nced, accept
bids from le.a.s for resources, and select or grants those schools where the
nceds were judged to be most urgent. v -
L.c.a.s initiate capital projects and bear the interest and amortization costs
of loans. However, they must apply to the central government for permission
to raisc a loan for school building. Permissjon is not automatically assured.
Indced the central government has been able to use its “loan sanction” powers
to influecnce standards of schogl accommodation across the country, and to
promotc its reorganization plans, cspecially in the arca of secondary education.
However, in the arca of capital construction, as elsewhere in school policy, the’.
central government can restrain, cajolg” and offer rewards to the le.as, but it
cannot order or demand with any certainty that it will be ¢beyed.

-

PoLicy ISSUES

'
Fl

Equalization e e v S v g

N .

. The approach to financial cquality used in Bngland has its primary focus
on cqualization of -fiscal capacity. The basic mechanism of intergovernmental
-~--teansfer;” namely the rate support graiit, is a block grant which equalizes on the-
at / . ' : . - ) .
.~ . :
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basis of centrally determined criteria of resqurces and necds for all public
services. There are also some specific grants which focus on services for children
with cgucational disadvantages, most notably the Urban Programme, which also
provid%csuurces for housing, health- and welfare, as well as education. How-
ever, the® resource allocations are relatively small in comparison with the general
rate support ggant. '

~
e

.

-

Local Autonomy and Parental Choice ' .

Before 1959 the central government supported the expenditures of local
authorities by méans of a capitation grant and vafying percentages of different
types of approved expenditures. For primary schools, the percentage reimburse-
ments, were typically fixed at $0-60 pqr cent of expenditures. The process
of auditing local authority“accounts to defermine allowability or' non-allowability
of cxpenditures for reimbursement supported a great deal of, at least, formal
control by the central authority over local authorities’ activities. The change to
a block grant system has nieant a certiiti’ degree of relaxation of detailed control
via financial mechanisms,: and has reinforced the sense of wide discretion that
local authoritics in England and Wales have enjoyed.

. However, two qualifications are in order. First, thc power of the central
government to sct the overall siz¢ of the funds available for block grants is vefy
important aigJgcal authorities find that in times such as the present, with central
goverament $ourtes of funds being severely constricted, their freedom of action
and discretionary powcrs, while still great in aspiration,- ar¢ rather limited,_in
practice. Second, the central government has assumed -stcadily greater -powers
of direction via non-financial instruments, particularly in the area of sccondary
school organization. - s

The local authorities uso public funds to maintain church-related (denomi-
. national) schools alongside their own (*council”) schools.in. return for a certain
degree of control over school stafﬁgg, curricula and other school policies. In
that way, parents (especially Roman Catholics) who wish their children’s education

..to embody a specific denominational emphasis are able to do so without extra

1]

cost., ° . _ . & ) .

Increased parental involvement in educational decision-making has become
an issue within the last ten years, as dissatisfaction with the performance of the
educational system has led to increased pressure for parent input. To date, there
_has been some study of the issue,” but no financial instruments have yet becn

~ developed to “cilitate parent. participation.

vt

$ .
'GERMANY

BACKGROUND INFORMATION
oh

The Federal Republic ©f Germany, established in 1949, contains eleven
Linder. These include the eight large-area Linder of Sfchleswig-}_lolstein, ‘Lower
Saxony, North Rhine-Westphalia, Hesse, Rhineland Palatinate,. Baden-Wiirttem-
berg, Bavaria and Saarland and the three city-states of Hamblurg, Bremen and
Berlin. Undgr the 1949 Constitution the Liinder have Been.glven primary
responsibility in the area of primary education. )

In 1974 there were approximately 6 481 000 pupils attending 18 600 primary
and lower secondary schools in the Federal Republic, Of these, about 41 500
pupjis were in non-public schools. The non-public - primary school _populatio

thus cdnstituted about 0.6 per cent of the primary scheol ‘enrolment. Co
C ) : ) :

- ¢

A o s



s -
N
R

Al

RS
" .\’l"
Sl

FINANCE ARRANGEMENTS

L.and-Gemeinde

The German approach o primary school finance is marked by a fairly
high . level of central government (Land) finance, and a substantial, although
often inditcct, influcnce of the central government on local expenditure of
revenues. | Local school authorities (Schultriiger) and Linder share responsibility
for the administration and tinancing of primary schools.  The Schultriiger are
usually the communities (Gemeinden).  This division of responsibility dates from
the nineteenth century, when the Linder gained responsibility for “internal school

matters”, i.c., curriculum, hiring of teachers, teacher training, and the general

structure of cducation, while the Gemceinden were left with the responsibility
for non-pedagogical, or “external™ school matters, such as the cstablishment
and maintenance of schools;* acquisition of matcerials, and hiring of subsidiary
school personnel, ~ With thg promulgation of ihe Basic Law of the Federal
Republic in 1949, the primacy of the Linder in cducational decision-making
and in the responsibllity for educational finance was firmly re-established, and
the previously-established division of educational respondibility and competenge
between the individual Land and. its communitics was, in principle, maintained.
Along with the increase in Land contrpl came an ineredse in the proportion of
revenues provided by Land governments. By 1973-1974, Land-raised revenue
comprised abbut 69 per cent of the share of -the total for all schools, and about
62 per cent of the total for primary and Jower secondary schools, while revenues
taised by the Schultriiger or local school authority (usually a county or community)
averaged nationwide about 30 per cefit and 37 per cent in the respective
calegorices. '

Intergovernmental  trangfers from Land governments to local governments
in Germany are of two basic types: a gencral financial cqualization .grant, and
appropriations for specific services and categories of expenditure.  The former
is distributed under two criteria which have  different definitions in different
Linder. They include a finangial requirements indicator based mainly on popu-
lation and communjty,size, and a tax-income indicator based on land-, frade-,
and income-tax }C/chl—l):CS. The purpose of the grants is not to achicve complete
cqualization, but rather to improve the financial strength of the community up
to a certain level. The second -type of grant, namely categorical grants, which are

carmearked for particular purposes, are also used in the direet funding of education.

I the arca of professional personnel the Linder play a major role in the
determinggion of personnel costs and in the allocation of personnél to individual
schools. ‘Thyugh partly bound by constraints imposed by a federal civil service
system which Mhas strong tenure and salary restrictions, they have considerable
control over those factors whith determine the need for teachers (pupil-teacher
ratios, hours of instruction, and teaching load). The costs of these Land decisions
are fully financed-at the Land level - '

In contrast tQ teacher salaries, the responsibility for financing other operating
cxpenses rests primarily with the Schultriiger. However, the central goverment
exercises a high degree of control of these expenditures through regulations which
require and/or proscribe local activities,  In the arca of lcarning materials, for
instance, the Linder issuc lists of school books that are permitted for use a
various class lgvels in different types of schools, and specify the minimum and/or
maximum per capita expenditures for learning materials.  The Linder may also
cstablish certain standards of cquipment and maintenance to be provided by

Schultriiger. The intended effect of these regulations is to standardize the
cducational programme ' offering within cach Land. :

: o
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All Liinder participate in financing school building costs via specific sub-
ventions, and they all exercise a rather high degree of_gegaiation dver matiers
of school construction. Most Liinder arc involved in sueh aspects of capital
construction as: assessment of the supply and availability of cﬁ:utimml facilitics;
the defermination of future capital needs; specification of classroom and model g
schoo!l standards; cstablishment of centrally fixed cost standards to which state

. assistance is fied. However, there are some important differences among the

Liinder 49 .these matters, manifgsfed in (wo main ways: ‘first, in the magnitude

. of LangRupport; second, in the level and proportion of different types of suppott

- which,in addition to specific subventions, may include interest-free foans, interest
/ lljld repayment subsidies, and contributions to investment funds.

Federal Government % A : ' . .

Under the Basic Law .of 4949 the German federal government was given
no responsibilitics regarding the provision of primary and lower secondary cdu-
cation. (This was changed slightly with the’ revision of the Basic Law in 1969,
“but the federal government still has only very limited powers to participate - in -
certain general structural arcas of- school decision-making.)  As a corollary, it
plays only a miniscule role in the financing, of primary cducation. In contrast
with Australia, the federal government does not provide the local Schultriiger
with any direet grants or transfers, It is limited to providing support to the
Linder through gencral and special, fiscal cqualization grants.  The former
guarantec-Spoor states™, i.c., those with a combined state and community income
tax reveplies below the federal average, at lcast 95 per cent of the federal
average. ‘The latter support investments in low income stales. These grants
may indircctly support cducation by strengthening the fiscal capacity of poor .
Linder to provide it. * ' T

PoLicY ISSUES

Equalization

-

The concern for equalization of fiscal capacity has been demonstrated by
both Land goveriments” and the federal government in Germany. Both have
developed fiscal cqualization mechanisms  which attempt to compensate  for,

* differences in the fiscal capacity of lower government levels to provide public
services and which incorporate measures of community need. By strengthening

- the cconomiic base of, the Linder and Gemeinden, federal and Land governments

. respectively contribute at least indirectly 1o the ability of fiscally weaker . uhits _
to provide a qualily cducational programme, SRS

,, o ITALY . .

BACKGROUND INFORMATION

The Republic of Italy is a unitary state which has j _'icccnhycars' moved
toward a more degentralized administrative structure. Tht country noa contains
20 regions which function as intermediate governmental units, between the central ¢ .
government in Rome and over 8 000 communes, the local governmentgt units. |, )
" The rtegions of Italy vary widely in their level of economic development.
In general the northern portion of the coun’fr’y is substantially more e¢conomically
developed than southern Italy and Sicily. | oo ' } )
In 1975-1976 the number of children in primary schools in ltaly was '
- ’ 1 . S
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approximately 4 500 (0 and the vumber of sdmnls about ‘l ()()() ‘The number
of children in non-public schools was quite sinall, totaling only about 7 pu cent
of the primary school population.

FINANCE ARRANGEMENTS - . |

“

The responsibility for the provision of primary cducation in ltaly iy shared
ambng three fevels of government. Historically the state has played a paramount
role since until recently it was consli(ulim‘ responsible for the establishment
of schools, the recruitment payment of tea s,. thy dclcnmnmlmp of gurriculum
«ang the provision of textbooks and other” supporting” services.  Beginning in
1972, however, the newly-crdated regions weie granted more apthority  over
support structurts and ancillary services in the aca or primary cducation,  ‘The
regions in turn lmvc delegated much of this responsibility to the communes,
which now play a more important role than they did m the past.

Howecever, lhc decentralizatiogrof  decision-making over lhc primary cdu-

cation was accompanicd by centralization of responsibility for | umnc\c Since
1973 focal taxation has accoynted for only about 15 per cept of pmary tducation

revenues, and the state share now stands- at about 85 per cent, 5\‘110 finance
gencrally takes two férms: mlcrwvcrnmcmnl transfers to both the wgions and
the communes which are based o the concept of ¢y alization of iscal capagity,
and dircet funding of specific clements of the ‘educhtional programme.

The first type of grant is usually a nop-specific block  grant, which is

distributed on the basis of ¢entrally determined criteria. The grants to the
regions, for u.unplc, are lM\L(I on population (60 per cent), surface arca (10 per
cent) and cconomie mp.luly measured by such factors as immigration, unemploy-
ment and’ per capita income (30 per cent).  Grants to the communes are based
on school poptlation (50 per ceat) and: compulsory school age population
(50 per cent) and tend to have a corrective mechanism which favours smali,
scattered schools.  Direct central hmdm& i contrast, is usually® function-specific.

Allocations are made for categories such as teachey salaries and other current’

cxpenditures on the basis of centratly-determined criteria and are non-transferable
aniong catogerics.

Since 1972 the regions have also begun to play a role in primary cdumlmn
finance.  In categorical arcas such as transportation, bodrd and family subsidicy

the regions delegate responsibilities to the comypuses and transfer the funds

which are required for their execution. ‘The funds are usually distributed according
to two criteria: the size of the school population, and the socio-cconomic conditions
“of the area. They are. als'o subjul to different degrees of regulation across the
‘country, although the Fegions in gencral reserve the right 1o dcudc on the
allocation of resoarees to different educational levels.

N

In the arca of-capital expenses, there has also been a substantial increase.

in central funding and regulation during the post-war period.  As educational
requirements have continued to outpace local capacity to construct and renovate
school buildings, tMe state has had to play a more active role. Today the state

is intcgrally involved in the determination of planning costs, purchase of. sites.

and pm]uhon of increase in construction ¢ogls, as web a¥ in the*findncing of
the construggion costs of most-primaty schodls. _ ‘ .

Povricy lIssuis

Fqualization . .
~The Italian government has in recent years developed a number of financial

instruments in pursuit of the goal of equalization in primary school finance. One

A

of the most important® ones is the fiscal equalization mechanism, deseribed in
)
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+.. the previous section, which works to achieve some degree of equalization of
' access to tax resources. Second, inits distribution of funds for speeific purposcs,
such as equipment and investment, a higher proportion of resources is reserved
for the cconomically-weak sections of the country™ Southern Italy, for cxample,
with 30 per cent of the ltalian pupils, is guaranteed 40 per cent of “the’ s
resources for these functions.  In addition, efforts have also been made to pRovide
“additiongl resources for extra scervices for childrcwho arg culturally disad-
vantaged.- The state guarantees a threeshour exteasion of the school day by
fully financing the overtime pay of required teaching stafl.

>

Ld

Auvtonomy and choice

Educational decision-making in Italy has historically been highly centralized.
Allocation of resources among categories has  béen - centrally-determined, and
_ localities have had little authority, to shift resources according to local priorities
and needs. In response to concern with the high-degree of rigidity and lack of

¢ inpovation in- the systam the ‘ftalian government has in recent ycars moved -
toward decentralization of decision-making. ‘The process has taken place at two -
levels. ’ “ o e

~* The most importanit involves the creation of councils for the participation
of parents, teachers and studepts in the' government of each school. These .
councils, which were established in 197§, have been given small budgets which
include funds for certain items which. were previously diddministered by the central
government.  Beginning in 1976-77, the councils will be entrusted with fairly
large sums and\will be able to - distribute funds i a larger number of areas,
including maintenance and current expenses, in-service training, didactic material
and extra-curricular activitics.

The second arca of decentralization has involved the establishment of
: regional authorities with responsihility for a variety of functions, inclliiding some
~aspeets of the educational programme.  Much of this responsibility has been
delegated to the communes, along with the financial resources to ensure their

provision, - - . ’ . '

P
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NETHERLANDS

¥

: ‘
~ BACKGROUND INFORMATION ' : : -

;s Fhe Netherlands e -a constitutionat- monarchy- with -a-unitary- form-of QoA ..o sy
""" mental structure. . In comparison with the other countries in the study, the.
" population of the Netherlands is relatively small. However, the compact area
of the country makes it one of the most densely populated countries in the
world. : L T
In 1973, the primary school curolment "of .the Nethertands was about. - .
1453 000 pypils, in about 8 300 schools. About-70 per cent of these children
were in private (non-government) schools, which include both denominational
-and non-denominational institutions. . _ .

FINANCE ARRANGEMENTS

.. The Dutch approach to the provision of primary education combines a high
degree of centralization of finance with substantial local. autonomy over orge- )
nizational ahd pedagogical concerns. The municipalities, which serve as the

" local fiscal authorities for the public schools and as the vehicles. for the transfer |
of public funds to the private schools, play a very fimited tole in the raising

1 . < .
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of revenues for primary education. With the fransfer of most of the taxing powet
to the central government i the 1930s the proportion ol revenues taised at
the local dgeel has remained at about 10 per cent, centially-ratsed  revenues
conpuse the temaining 90 per cent. . Within categories of central goyernment
transfer payments, however, the municipalities can Mxercise o foir degree of
discretion inc-the expenditure of funds. _
Local governments i the Nethetlands receive assistanwe from the central
governments through two basic types of transfer mechanisms; block grasts and
carmathed prants.  Block grants, which constitute approximately 30 per gent of
municipal revenues, form the discretionary money for municipalitics to be used
for local tasks.  Farmarked prants, constituting about 60 per cent of mimicipal

*revenaes, are given for specific funetions, for which the central government is

responsible but which the municipalities must implement. \?r{i_n(s for tducation

are of this type. and hence ate subjeet to a high degree
regulation. : .
The funding of teacher salaries is highly centralized. Decistons regarding
salary scales andematters such as class size that determine the required number
of teachers are determined nationally by decree. Through the Ministry of Edu-

f central g?’vcrnmcm

INeation and Sciences! the central goveidment then reimburses municipalitics and
: e school boards direetly tor the statutory number of teachers. A unique feature

Q
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of tKe funding principle is its extension to the private schools. Today, private
schools are renpbutsed for teacher salanes on the same basis as municipalitics
which finance public cducation. Supplementation of ‘state-paid salaries by private
schools 18 not pernitted. )

J\ addition o funding a statatorily-defined number of teachers, the Dutch
system permits, tooa limitedhextent, tha cmployment of additional tcachers, as
well as vocational teachers. ‘The fungling arrangements ingthis area are somewhat
more complicated. 1 i municipality employs teachers for public education it
may or may not receive reimbursenent from the Ministry of Education. School
boards of private sghools may submit the same request to the Minister, If the
Ministry of Education does not reimburse the vxpenditures for additional teachers
in the public schools they wilt have to be met by the municipality.  In this
case. the municipality must reimburse private schools for a proportional number

Cof additional teachers as well. 1 the municipality mects the expenditure for

additional teachers. it will> diaw upon its block grant from the Municipalities

Fuand for this pyrposc.

The Dutchtsystem is also quite centralized and comprehensive in its treatment
of other current operating expenses,. besides teacher salaries,  These expenses
inchude: maintenance and minor repair of buildings and sites; maintenance of
furniture: purchase and maintenamnce of school books and other teaching aids;
school libraries: heat, light, and overhead. The approach used proyides for. central
government reimbursenient of an amount of money per pupil that the municipality
has determined is available to the public schools. The reimbursemont, which- is
an carmarked grant, comprises two main clements; '

I. A grant per classtoom.  Actudl expenditures observed in a survey takgn
in 1968 form the basis for grant calculations, with annual adjustments
to take care of wage/price inflation.  The reimbursements depend upon
the size of the municipality. with larger amounts per classroom in larger
municipalitics, B

2. A grant per pupil, also based on the 1968 obscrvations.  Since 1970
these reimbursements, too, have been differentiated  according to the
size of the municipality. . '

As with teacher salaries, the Law on Primary Education provides for private
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schools t0 g treated comparably with public schools  The amount of money
per pupil determined by a municipality for public schools is then multiplied by
the number of pupils in private schools and made available to them. The
reimbursement of municipalities by the cential government referred to above
comptises both the funds allocated tp public schools antd the funds thade avnilable
: by municipalitics to the governing bddies of private schools. The governing bodies
of private schools have some diseretionary power, albeit within presceribed limits,
to spend the money they reeeive for current expenditures other than teacher
salaries, X '
. Capital “expenditures in the Nethalands consist mainly of interest and
amortisation charges for investment im buildings, furniture and teaching ads.
The municipalities contract the loans for both public and private schopls.  In
the latter case there is a complex set of procedures destgned to provide private
schools with equal access to building funds, while enstiring that private school
authoritis are testiained from overbuilding and  bear some  responsibjhity  for
filing a new school. The municipalities are reimbursed by the central government
for the capital expenditures in the forpy-of carmarked grants. The reimbursement,

m the form of a grant per classroony, is meant to cover:
interest and amortisation charges that relate’ to the construction of
buildings. - Amortisation s calculated on the basis of a loan with a
duration of forty years. Schools are classified by age-groups to facilitate
the system of reimbursements; S, ‘
) interest and amortisation charges that telate_to ¢nlargements/alterations;

- cxpenditures for purchase of furniture :g;(fillcnching ads;
rental of buildings.  Reimbursement depends on the size of the munie-
ipality. ' '

PorLicy 1ISsSUES
Equalization R

£ In the Netheilamds, too, cqualization of financial resources for education
has been a major concern of the national government for many “years.  ‘Towards
this end the Dutch developed a system of finance which virtually climinated
the power of local governments to raise revenues for education (as well as for
other municipal services).  Consequently, the tax inequities, and cducational
expenditure inequities, which in other countries were frequently tied to disparate
local capacity to finance cducation, have been  significantly - reduced in the
Netherlands,  In addition, through the extension of the principle of equality to
non-government schools, disparity in the provision of cduculionujl services between
public and private sehools has been largely climinated. , ’
Nonetheless, certain clements of the financing arrangements in the Nether-
lands conlhm(lo support incqualitics of funding that arc unrelated to differential
costs angd/or needs.” One clement pertains 1o disparitics between targe and
small municipalitics. Large municipalitics receive larger current operating reim-
bursements per classroom and per pupil than do smaller municipalities, despite
the fact that the higher reimbursements cannot be systematically justified on
grounds of higher costs.  Of greater significance, hawever, is the method of
calcplating the reimbursements.  Reimbursements in the Dutch system are not
nu)d,c on the basis of the previous year's expenditures, but rather of) the basis
offexpenditures in a base year (formerly 1962, presently 1968) with percentage
adjustments for price and wage increasts.  Thus, municipalities which*funded a
particular service in a base year will be reimbursed for current expenditures on
that scrvice, while those that did not previde it—either by choice or because
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. ’ -
of fiscal constraints---will not receive reimbursement for these same expenditures.
Unless the base yedr is updated frequently, certain municipalities will be at a
“perpetual disadvantage. . '

Local autonomy and parental choice

At the same time that the Dutch have promoted equalization of resources
and cducational services, they have also attempted to retain a high degree of
formal local autonomy’ over organizational and pedagogical decisions.  Dutch
municipalities and private school boards appear to have fairly wide -latitude
in determining expenditure prioritics and in using' ¢entral government operating

/ funds in arcas which arc locally determined.  There are,. of* course, certain
limitations.  Local authorities are required to provide at least minimum levels
of certain centrally-mandated progragmmes or services and are forbidden other
practices, ¢.g., paying teacher salaries above centrally-determined limits. Despite
these limitations the Netherlands scems to provide another cxample of a case
where an increase of non-local control dogs-not necessarily follow an increase
of non-local finance.” While the revenue-raising authority has largely been
removed from local authorities, they: are, nonctheless, relatively free to cxpend

. funds which have been allocated according to centrally-determined criteria, without
central government interference. : e

The Dutch have also gone to great lengths to attempt to ensurc cifective
parental choice over their children’s education.  In the Netherlands parents
not only have the right to provide their children with “the cducation that is in
line with their way of lifc, their philosophy, or the educational methods theéy
prefer”, but they also have the right to receive public sppport when dxercising
that right. To establish & school and receive public money they, need o
a request to the municipality and mect cettain requirements.  The scho
ey establish is guaranteed the full right of financial cquality, which me
it is funded according to the same criteria that are used for the fundi
institutions. ‘Thus in comparison with all of the other countries in the Wy, the
Dutch system would dppear to be one of the most far-reaching in its approach
to cffective parental choice.

~ Al

. . NORWAY .

BACKGROUND INFORMATION

Norway % a constitutional monarchy with a unitary form of government.
The communes, which” presently number about 450, are the prime units of Yocal .

government in Norway. - o
Norway's population is the smallest of the ten cbuntrics examined in the
X study.  With th¢ oxception of a few major urban centres, intluding Oslo and

Bergen, much of the country, particularly the northern regions above the Arctic
Circle, is sparscly settled. . -

The Norwegian compulsory schog! population (grades 1-9) numbered slightly
less than 600 000 in 1976, in approximately 3 500 school units, The primary
school population (grades 1-6) numbered slightly less than 400 000, in approxi-
mately 3 000 school units. The proportion of pupils in private schools constitutes
about 1 per cent of student cnrolment jn both primary and primary/secondary
public schools. - - ;

~» 4 .
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FINANCE ARRANGEMENTS

The Norwepian system of primary School finance: provides for substantial

finance of many aspects of the ceducational programme at the commune level.

The communes raise these revenues using a local incgine tax at a rate, presently

about 22 per cent, fixed by the central government. These revenues cover about

55 per cent of the total operating cxpenditurey for education.  However, the

central_government  assists  localities thiough a variety of transfer payments,

The system of intergovernmental transfers in Norway- -both for peneral

purpdses and for cduchtion- ~is based on the principle of cqualization of access

to resourées, and takes into account the different fiscal capacities and special

needs of different arcas agd population groupd.  There are two main types of

grants to lacalities. The first type ‘of grant, a tax cqualiZation block grant, aims at

the genceral strengthening of local financial capacity. 1t provides resources in inverse

relation to local cconomic strength, and attempts to compensate for differences

, in; local capacity—rmcasured by revenue per capita gencrated by the hxed local

income tax rate—to provide public services, The second’ type of grant, the

carmarked grant for specific purposes. s d'gsf:"ibu(cd in inverse relation to local

wealth, and takes into account estimates of -varying nceds for schoul resounrces.

Teacher costs (which tend to be higher per pupil in small, rural and poor

communes) are refunded on a percentage scale, based on the fiscal capacity of

the commune. This amount to-25 per cent of costs in the richest communes

“and 85 per cent in the poorest communes.  On average, the central government
Junds about 65 per cent of standard teacher costs.

School transportation and overnight accommodation ‘costy are also reimbursed
it finverse relation to the fiscal capacity of municipalitics.  Reimbursements are
scaled according to the schedule used for reimbursing teacher salartes.  On
avegage, the reimbursement level is close to 75 per cent ¢ the total costs.
Findlly, the funding of other operating cxpenditures is largdly locally based.
The central government plays little direet role in the financing of these costs,

The Norwegian system of fundigg capital expenditures is also strongly
locally based. School building for con&ulsury cducation is the responsibility of
the commuges. The central government dogs provide some grants for building
purposces, th also tend to be distributed m an inverse relationship to local
fiscal capacity! but these cover only about 10 per cent of local expenditures
for school buildings. The communes may also float low interest loans from the
statc bank, but again, these amount to only about 20 per cent of the total
expenditures for school buildings for compulsory cducation.

PoLicy IsSUES

Equalization

For many vecars ‘Norway has been concerned with the provision of edu-
cational cquality for children dn all parts of the country. The' Norwegian approach
to this objettive has relicd heavily on the detailed. regulation of the organization
and structure of schooling. Through regulation ofsuch aspects of the cducational
prdgramme as school size, class size, input of teacher time, ctc. a standard, or
uniform levél of educational provision is to be guaranteed all children, regardless

of their gegiraphical-location, . Frequentlys however, campensalory provision da , .. .

favour of ¢hildren in less wealthy -communes with scattered populations has been

achiceved. . -
Financial instruments have been used in conjunction with regulation to

accomplish the objective of equalization in Norway. These instruments, described

A}
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in the previous section, rely prmumly on the principle of equalization of access
to resources for cducation, withip an- assessthent of socially differentiated needs.
Expenditures for teacher salariks, transportation and au,ommodatlon are reim-
bursed by the central govetnment in inverse relgtion to'the cconomic strength
of the communcs; fiscally weak commuties thus receive reimbursement of much
higher proportions of their educational funding than do richer communes.  In
addition, the central governmept provides a general resource cquuhmnon grant.
This grant helps fiscally ’/Calk communes to provide other services, i.c., those
which are not subject to specific central government allocations. .

)

Autonomy and parcntal choice = ;

“The Nochgl.m ﬁtppromh to prmmry Lducatlon .mcmpts to foster broad-
buscd participation in decisions relating to the allocation of resources. At the .
individual school level, general “collaboration committecs composed of repre-
sentatives of purents, pupils, teachers, other employees, She headmaster, and the ~
communal school board, have becn _authorized to nmake determinations about
tesource distributions  within the sthool. 'Through these committees, as . well
as through local school boards, whose members represent the local political
partics, it is anticipated that the educational system will be able to respond -
cffectively to the community’s pcrccpuon of educdtional needs by congentrating
its resources in these arcas. :

SWEDEN
) # ™
BACKGROUND INEORMATION *

Sweden is a constitutional monarchy with™ a unitary form of government.
The municipalitics which are the. units of local government presently number
about 278, as large-scale municipal consolidation has taken place in Sweden
in reccent years,

Sweden’s population is the sccond smallest of the countries e?mined in
the study: With the exception of the population concentrations around Stockholm,
Goteborg and Malmé, much of the country—particularly the northern regions—is
sparscly populated.  In 1975, the primary school population (grades 1-6) of
Swedeh, which numbcered about 713 000 children, was housed in some 5 000
schools. '

FINANCE ARRANGEMENTS

“The system of finance of primary cducation in Sweden combines.a moderate,
level of central gevernment finance with strong central control over the orga-
nization and content of the, local educational programme. - Municipalitics, which
have the rcspnmlblhty for mamtdmmg the schools, continue to provide about
half of the resources for primary cducation from local income taxation, with the
remaining half of the revenues coming from central sources. These latter funds
are subject to a hlggkdcgrec of regulation from thc center. .

The system of intergovernmental transfer from central government to munic-
ipalities in Sweden shows a high degree of similarity to thos¢ employed in a

. number of other countrics. The transfers are of two basic types: a general

. . fiscal  gqualization grant and gragts for §pq,c|ﬁc catgories_of expenditure. The
former grant which is distributed ',h‘ inverse relation to local capacity as measured
by taxablc incomic per inhabitant, is- used primarily to compensate for diffarpnces
in local capacidy to provide gencral municipal services. Categoncal carmarked
rants tend to be used in the direct’ fundmg of education.

oW

C .97




LN

: - Pl

Grams for teacher costs are among the most impormnt of these carmarked
grants in Sweden. Like most others they-are subject to a high degree.of centralized
regulation” The state centrally negotiates collective bargaining agreements with

~teachers and headmasters concerning rates of pay, working hours”and conditions -
of scrvice.  Through the Education Ordinance the state itself determines such
aspects of the structure of cducation as: required subjects, numbers of teachers,
teaching periods, ete. It thus attempts to establish uniform pedagogical conditions
throughout the-entire country, and fully funds the costs of compliance with these -
decisions. - While municipalities sponsor and cmploy teaching and administrative
staff, the central government defines their employment conditions and pays for
the costs thus incurred. . o o

The finance of other current expenditures in Sweden differs from the fpnding
of teachers' salarics. . The primary responsibility for financing these services restss
with the local unit. ‘The role of the central government is more rcguldty
financial, i.c., it cstablishes conditions for or constraints on the use of local
momey; it does not fund non-teacher expenditures.  For example, state regulations
stipulate the pravksion of tertain minimum health services and free textbooks
to pupils. Municipalitics arc obliged to provide the funds to cover ht least these
minima, but may- also provide additional scrviccsmusihg locally-raised revenues—
should they wish to do so. ‘The salaries of non-teaching and administrative .
personnel, . i.c;, carctakers, clericl staff, welfare officers, schog) nurses, ctc., are
negotiated centrally by the Swedish Association of Local Authoritics and the
central unions. Municipali(ics employing these types of personnel—cither by
choice or in compliance with central, regulations—have to acquicsce in the
agreements thus concluded.  In' summary, most additional operating cxpenses i
Sweden’ are provided by the municipalitics under restrictions or conditions which,
are centrally determined. .

The Swedish approach to capital funding parallels the approaches used in
funding current operating expenses other than teachers’ salaries; localities provide w
A high level of funding, but the central government strictly regulates costs and
school “building .specitications.  Basically the system “operates -in the following
way. ‘The central government, via the National Housing Board, develops a set
of cocfficients reflecting the different levels of construction costs in the various.

-1 parts of the country.  This'serves as the standard for payment of grants-in-aid 'L"
2% for all projects which qualify uinder centrally-funded standards. Grants are made
-on a percentage basis inversely related to local fiscal capacity, as measured by
taxable income ‘per capita. The balance of the costs is paid from local taxation.
The grants® thus serve (wo purposes: first, théy deternfine a ceiling for géneral
school ' construction costs; sccond, they provide greater™ assistance to fiscally
weak municipalitics. . _ ' L
' Achievement of the first purpose, cost control, is‘also accomplished through
regulation of borrowing. Even if a munjgipality decides (o erect a school without
applying for a state grant-in-aid towards the cogts, the govc;ﬁ‘lcnt will ‘not
sanction Borrowing in" an amount cxceeding centrally detcrminied standard costs
of construction. Should the municipality cmbark on a groject which exceeds
these cost-levels, the government will deny it permission to tgige a loan to finance

S

these costs. - ' - ,
PoLicy IssuEs EEEE I ,
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et Equalization N N G
.For several decades enc of the explicit aims of educationak policy in Sweden'’ ‘
‘has been to equdlize the provision of educational services for all students, regard-
less of their economic and social background -and geographical -locagaqg.‘ Fowards
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this end-Sweden has developed an approach which relies less directly ort financial
instruments and more heavily on detailed regulation of the organization and
content of the cducational programme. In other words, Sweden has pursued
cqualization more through standardization of educational pravision than through
finance cqualization. ' : : :
Although finance instruments have had more limited use than’ regulatjon,
they have still played a role in the effort to equalizd educational services, Most
notable among these instruments are the specific grants which fully fund certain
clements of the mormal educgtion programme, -for example, teacher salaries, and
partially fund special programmes of national interest, for example, the schooling
of immigrant children. In addition, the general equalization grant described in
the previous section indirectly helps fiscglly weak municipalities “finance non-
centrally funded education expenditures by strengthening the figcal capacity of
these units, . o B ‘ :i- ‘

N [}

Autonomy and parental choice ‘

In recenbyedrs a movement towards decentralization of educational decision--
making has begun to deyvelop in Sweden.  The high degree of detailed regulation,
with its concomitant rigidity and lack of sensitivity to local needs, has created. -

pregsure “for greater local “determination of the use of cdugationsl fesources..

Under the S.I.AY Commission reform, portions of which will take effect in 1977
and 1978, the local education agencies will have greater diserétion over many
aspeets of the educational programme which are presently centrally regulated.
Municipalitics will also be given greater frecdom in the use of salary grants -and .
will be able to transfer certain resources among different schools, grade levels and
student groups. Finally, there will be some decentralization to the school levél.

~Individual schools will be given the responsibility to plan and establish a school
day that will include free activities as. well as lessons. .

UNITED STATES .. !
BACKGROUND INFORMATION ‘ - .

* The United States is g-fcdcrally organized country which contains 50 states,
the District of Columbia, the Commonwealth of Puerto Rico, and a number
of ‘other overscas possessions. . Under the U.S. Constitution the states have
plenary power in the field of education, since authority in this area was. not
specifically delegated to the federal government. ' )

The United States, with a population of over 210 millions, is the most’

. pop of the countties examined in the study, In 1974 there were 22 300 000

child nrolled in grades (1-8) in 65 000 schools. Just under one-tenth of the
total enrolment is in non-public schools. ) o

Of the Awo states examined in detail, California, *with over -21 million
persons, and one-tenth of the United States total, ranks first. in terms of population
size, while Florida, whose population had grown to 8 300 000 in 1975, ranked,
ninth among the states, Thé two states differ substantially in the size, sipucturing,
and organization of theif clementary school systems. California has over

school :students in 1974, of whom 626 000 were in the single Los Angeles school
district.  Florida hed only 67 school districts and 1420 000 elementary and
460 000 secondary students, with 80 per cent of Florida's sffidents concentrated
in about twelve districts. . '

. %
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FINANCE ARRANGEMENTS

The arrangements for financing primary cducation in the United States bear
strong resemblance to those described previously for Canada, since there has

been substantial interchange of ideas and practices between the two countries.,

As in Canada, education has historically been thought of as a special fungtion

which should be fingnced separately from. other local services, In pursuit of this -

objective states provided for the creation of separate school districts whose
elegted or appointed boards could lovy faxes in support of the schools in the
dlstqit and make major decisions about the structure and content of schooling.

n recent years the role of the states in the financing of education has
incrensed substantially, with the average state share of state-local cxpenditures

‘rising from about 40 per cent in 1960 to about 45 per cent in 1975. However,

local revenues still constitute a major portion of primary cducation funds. Ncw
Hampshire represents an extreme example of this, with an 8 per cent state share,
but -many states arc still below 40 per cent, and only n handful fund at the
60«per cent level or higher. Florida and Galifornia, the two.states examined in
the, United Staes study, are in different positions relative to the national average
in evel of state fundmg Florida is substantiallyabove it, with the state share
at ‘62 per cent in 1973-74, whiles California n%roxmmte!y at the national
average, with a 46 per cent share in 1973-74, _

' Despite thc differences in funding levels. both states share a number of
charagteristics in common.  First, they have both substantially increased their
shgre of education Jevenucs in recent years.  In Florida the State share has risen
from 57 per cent in 1970 to its present level, while in California the rise was
from about 35 per cent in 1970—a 10 per cent change in a period of a few years.
Sccond, they represent state governments that have made substantial ' efforts tQ
introduce greater equalization into their cducational finance micchanisms, ‘The
Florida system, enacted in 1973, is gcnually viewed as a model of rcform for
other states.

’

The California system, which was modlﬁcd in response to a decision of the

. California Supreme Court which overturned a previous statute, has eliminated

‘some of the more disequaliging features, A brief outline of the mechanics of .

each of these systems is presentéd below,

I'ne Flonda system of “infergovernmental {ransfers operales in the lblIowmg

.way. Each school district In the state is required to levy an cight-mill* property

tax rate, in return for which it is guaranteed recgipt of sufficient funds to cover

~ the cost of a basic level of school provision,,or $745 per pupil in 1975-76. .
‘However, the student count is*weighted to take account of differing pupil needs

based on age and progrgmme requirements and differential costs of educational

© services across the statd. For example, in recognition of the importance of’

carly childhood education, children in grades K-3 are counted 1.2 times children

in grades 4-9. Other weights are used for spccnal education students and students

in vocational education programmes. ‘There is’also a cost- of—lmng factor tanging
from $0.91 to $1.09 under which a district’s total cost level is adjusted up or
down to reflect differential living costs in differing parts of the state, -

School district use of funds in the basic programme in Florida is relatively

free of state regulation. Much traditional state regulation, in such areas as '’

teachers salaries and pupil-teacher ratios, was climinated when the new formula

. wasewected. However, Mofida and funds aTHumber of categoritat pr?(:gr%ﬁnhes

and provides additional funding for chlldren with special needs. sute that
funds are spent on the target groups, the state has geveloped a regulatory
46 ) e
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3.  An sight-mill property tax means a tax o\N).B cents //# dollar of assessed valyation.
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b ] . -
mechanism known as school site budgeting and accounting. The 1973 statute
required a detailed budget for cach school to demonstrate the link between the
receipt of specific state funds and the operation” of special school-based pro-
grammes, and to allow the state to trace its funds to school sitcs and pupils.

The California school finance system is also grounded in the notion of a
basic or foundation programme, but uses différent instruments to finance it. The
programme is based on the assumption that there is some minimum acceptable
expenditure level of education that the state government should guarantee to all
students, regardless of their school districts® fiscal capacity. For -primary schools
this was fixed at $888 per pupil in 1975-76. To provide this amount, the state
distributes aid under two types of payments: basic aid and cqualization aid.
Basic aid is a flat amount of $125 per pupil. Equalization aid works in the
following way. .

_Each local district is required to contribute a part of its local property tax
to the support of the foundation programme. This amount is determined by
applying a computational tax rate to the district’s assessed valuation. If this

. exceeds the foundation level the district will ‘receive only the basic. $125 per

pupil from the state. If the local contribution is less than the foundation level
the difference between them is provided in the form of equatization aid. Districts,

~ however, are not prevented from spending above the foundation level or from

taxing at higher rates. Indeed, they frequently have to do so, as a result of .
inflation and rising cducational costs. Consequently, school districts have widely
divergent levels of cducational expenditures per pupil, that tend to be strongly,
associated with local fiscal capacity. In short, the system has a number of
cqualizing features, but still falls considerably short of complete cqualization.

.The basic school programme in California is not subject to a great deal
of direct regulation. However, school districts arc mandated by the state to
provide a substantial, number of programmos and to meet certain programme
requirements; these clearly limit local autonomy and control over cxpenditures.
Nonctheless, in the arca of taxation and cxpenditure beyond these minima an
requircments, local autonomy remains an integral part of the California s stem.,

In the arca of categorical grants, which are targeted to children with' special ,
neceds, there is morc,cxtcns'%c regulation of the distribution and usc_ef funds‘\%
Some of the major programmes gnclude, in order of fundijng,,levclg“ }

Special Education Programme 4 *'i

Compensatory Education Programme .

Educationally Disadvantaged Youth Programme - 1

Early Childhood Education Programme {

Textbook Programme _ -

-Special Elementary School Reading Instruction Programme

Bilingual-Bicultural Education Programme N *
However, unlike Florida, which has cxtensive monitoring of the flow of funds at
thic sub-district level, California does not scrutinize the distribution of categorical
funds by local school districts. , Consequently, there is {)mc uncertainty about
whether the extra money reaches the targeted populations. 7

. N

Federal-state

As in most other federal countries, the federal government in the U.S. has
historically playcd a small role in the financing of education, since the, function
has constitutionally been reserved to the states,  Up until the [1960s, federal
revenues constituted less than 4 per cent of the total and were directed to a few . . -

© specific programme arcas.
*]n‘rcc"cn( years, however, the federal government’s role in school finance
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has jnecreased considerably. Today in the United States the federal share: of
edugation_gevenues has stabilized at around 7-8 por cent, after reaching a high
- of about’® per cent in the early 1970s. However, there is a substantial variation
‘ if the federal share across the states, ranging from about 29 per cent'in Alaska

v
.

; Connecticut in 1973-74. .

. i Yeontrast with state aid systems, which until rece have been pre-
dominantly general aid, federal aid in the United States is Nugely distributed
in categorical grants targeted to particular pupil populations. In 1973-74, federal
aiggt0 ¢lementary and Wecondary education was about $4.2 billion, of which
about $2.3 .billion was directed toward disadvantaged children (largely under
Title I of*the Elementary and Secondary Education Act of 1965), $500 million
to vocational education, and $300 million for handicapped children. Other
programmes -have been developed to finance libraries, guidance equipment,
provide technical afistance and staffing to state education departni¢nts, promote

remain avsmall part of total federal aid.

b

PoLicy Issues

Equalization

For the last decade, school finance equalization has been a major policy
concern in most states in the United States. In the wake of a flurry of lawsuits,
many states, including Florida, reformed their school finance systems through
the adoption of new school finance statutes. Other states, including California,
modified existing finance mechanisms with the objective of -introducing, greater
equalization into the system*. FEqualization might also have become a”major
policy concern at the federal level, had the U.S. Supreme Court nqt upheld the
Texas school finance system in the Rodriguez decision. Nevertheless,.the ral

government continues fo maintain an interest.in:the provision of additional

resources for children with special educational needs. /

N . ’ . " - " /
To achieve equalizatior, both Floridk and California use a variant of a -

“foundation” progragnme. Under this, approath, described in carlier .sections,
the state attempts to guatantee that at least a minimum amount will be spent on
every child in the state, regardless of géographical situation. In other words the
.+ state attempts to provide some degree of expenditure equalization. Both sy_sicms
also move in the direction of tax equalization, simply defined as “equal dollars
for equal tpx effort”, but certain features of the:California finance system clearl);

~

work coudfer to the objective. . - . .

o Both states also recognize the need for providing additionl . resources for -
. children with special needs. California uges a categorical programme apptoach,
similar to the one used by the federal goverhment, which. provides additional -
resources to school districts ‘o*tside the basic aid formyla. .In contragt, Florida

provides addisional resources o high-need students through a imodification of
its basic aid formula, High-need students  are “weighted”, or counted ‘extra when

state aid calculations are made. In tontrast with most other states, ¥lorida also

dhd 24 per cent ip Mississippi to 3.9 per cent in Wisconsin and 4.6 per cent in

¥ - innovation and parental involverient in education decision-making, but they

_ attempts to ensuré that these resources: are actually spent on the student-they .

flow of dollars to children in individudl schools; -

were intended for through a financial accounting ‘mechanism which traces ‘the

- 4. A fgecent decigion of the California Supreme® Caurt fuled fhat these changes wore
still insufficient to establish a finance system that was sufficiently detached from differences
in local property wealth ta be acceptable by the courts. ’/: : ' C
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Autonomy and parcmal choice

The extension of the locus of fiscal decision- mnklng below the sehool district
lgvel toinclude cither school-site administrators or parents and students has in
recent years become a policy chncern in- many states.  ‘Towards this objective,
Florida has begun an experiment with schook-site lump-sum budgeting.  Prior
to its adoption in 1973, most Florida schools operated under standafd personncl
and programme formulac that were cstublished by the central school district.
School principals could not adapt the standard cducational oﬂ'erlng to their
particular local conditions. Under the present legislation, reallocation of resources
among different programme arcas in both permitted and encouraged by
state.  In the particular context of Florida school politics this presumably inyflies
a greater degree of rup()nsw(!lcss to local parental preferences than would
otherwise be th case.

YUGOSLAVIA

BACKGROUND INFORMATION

‘The government structure of Yugoslavia is organized along }cdcrul lines.
~The country contains six  Republics (Serbia,  Croatin, Slovenia, Montenegro,
Bosnia-Herzegovina and Macedonia) and two autonomous. rcgnons (Kossovo and
Vojvodina).  Until recently the Republics had major authority’ in thé” arca of
primary cducation. Howcever, much of this authority has recently been delegated
to lower governmental levels.
Yugoslavia's population of about 20 million places it in the middle of the
ten-county sample.
- In1975-76 Yugoslavia's primary school populalmn totalled about 2 850 000,
cnrollcd in 13 442 schools.  All of these were government-cstablished institutions.

FINANCE ARRANGEMENTS
Republic-Community

In the period since 1945 Yugoslavia has consistently moved in the direction
,of greatér decentralisation in the provision and finance of public cducation.
Along with wide, decentralisation has come a scrious attempt at debureau-
cratization .of §chool administration—an attcmpt to move administration out of
the main channels of local and republic government and into the control of a
set of cooperative’ and popular participatory institutions. Until 1958 the Yugoslav
central government played a major role in the modclhng of the school system.
Then in the late 1950s the republics began to pass laws in the arca of education,
In the federal constitution of 1963 republic competence in this arca was fully
cstablished. Most republics have exercised their constitutional authority through
the establishmept of minimum cducation programmo standards and through
regulation of such clements of the insiructional programme as class size, subjects
of instruction, |en;,th of the school ycar, and teacher quuhﬁcatlbns They also
financc a portion of cducational costs.

Through the 1960s and the 1970s, however, the Yugoslav system became
~even more decentralized. The General Law on Educational Finance (1966)
mandated the cstablishment of “communitics of cducation”; under the 1974
Constitution they became the “sclf-governing interested communitics of edu-
cation” (SGICEs) the cxccutive authorities in the ficld of education.  The
SGICEs are associations of citizens, employed persons, and teaching personnel
who receive tax funds and administer the schools. At the commune level, they

3
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-— - -appear to have much in common with the school boards foupd in North America, '

o

.~

|  Federal | 3 ‘

except that they offer a definite and important role to teachers and other school
_personnel.  SGICEs are also cstablished at the school level on the ane hand

* “and at the republic level on the other. They are presently accorded the power

'to e4fablish’ the codt ‘of education -(level of expenditure) and to make decisions

. on: the .allocation’ of resources among Varlous education categopics. They aso

cnj(')g"| the option of “adding-on” above the minimum programme standards defined

by the républic, either through taxation or through voluntary contribitions from
citizens. The SGICE at the commune level submits to a taxpayer’s vote one of
threg levels of cost per pupil: high, middle, or low. A high level of provision
requires an'cxpcnditutt per pupil that is 23 per cent above the middle; the low
level, 23 per. cent below. In terms of level of funding of the overall cost of
clemontary education the local proportion is quite high—about' 85 per cent, on
average, for the country as a whole. Thus, the Yugoslav system is now quite
“decentralized—both at the level of provision and at the level of finance.

Via the republic SGICEs most republic governments, however,. provide
some forms of intergovernmental transfer to the SGICEs. The grants, which
include a general grant for the development of less developed regions and specific
granfs for particular sducational problems, operate in the following way. '

.- The general grant is distributed to SGICEs unable to financc elementary

* educatioh at the pedagogical standard defined by thc republic (this standard
includes thc following elements: personnel expenditures, material costs, and
amortization of basic loans). SGICEs are provided with supplementary resources
in the amount of the difference between the defined pedagogical standard. and
the available resources of the community, estimated by the application of a fixed
income tax rate on employment and agriculture and certain other contributions.
Thus, in some of the poorer communities, the local share of expenses for
elementary education declings to about 65 per cent, while the republic share
rises to about 35 per cent. -/ '

Republics have also taken an interest in two major programmec areas of
current expenditures. The first is bilingual education. In nationally mixed arcas
instruction must be provided in two languages, which results in costs about
25 per cent higher than thosc in monolingual schools. Most republics provide
the ‘revenues for thesc additional programme costs, The second area .is special -
education for handicapped children. Where these children require special schools, -
or special classes in individual schools, the republic makes a substantial contri--
bution to their provision—on average about two-thirds of the total cost.

Capital expenditures are also financed by mosf republics on the basis of the
fiscal capacity of the SGICE. The fraction of total capital expenditures that
must be borne locally follows closely the relation of local income levels to the
republic level. In one of the republics, for exantple, localities with a per capita
income at 20 per cent of the average for the republic must fund only 20 per cent
of capital costs, while those with 91 per cent or more must fund at the 80 per cent
level. The republics also provide SGICEs with investment credits carrying ten-year -

repayment periods. L

.
S AT

The Federation»government makes funds available in the form of gencral
block grants to the less developed republics and to the autonomous region of
Kossovo for general development, purposes, including the support of schools.
These funds currently amount to about 2 per cent of the Yugoslav GNP. The
‘republics, in turn, allocate these funds for docal economic. development, and for

.- educetion and-training. - e '
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-of school finance with a unique system of cooperative school systt
“in which teachers, parents and representatives of the local clectorfite share

)
l’()l.l_(& Issurs

frqualization |

:| R RN

The Yugoslav approach to equalization focuses mainly on the cqualization

of financial resources.  Republic govermments atlocate funds to republic SGICESs,
"who in turn transfer resources to local SGICES in inverse splation to their fiscal

capacity to support education, in order to bring the level of provision in poor
SGICEs ‘up to a republic-defined standard.  The Federal government also makes
funds (vin Funds for the Supplcmum\ry Financing of Soctal Services) available
to less developed republics and regions for-the support of schools.  In addition,
the republics provide additional resources in the form of categorical grants for
two arcas of national concern, namcly, bilingual cducation and \pecial education
for handicapped children. \

hY

Autonomy and parental choice

1

An the Tast two decades, Yugoslavia has moved rapidly towards decen-
tralization and democratization of educational decision-making.

Yugoslavia is pr:scnlly combining a great deal of local autonomy in Watters

f goyernance,

respoasibilities.  The prmdp.:l aims scem o be to debyreaucratize school govern-
ance, to specify and agree a “contract”™ of school scrvice between school personncl
and the community, and to generate ways of making school pus'onl;i'l accountable
with respect to their performance ‘on the agreed contract. Jhis apptoach to’ local
autonomy cchoes the trends that have been developing in many of the countries
under review, as teachers and parents, particularly, seck to add clements of*
participatory decision-making and co-determination of policies to the traditionil
structure of governmental provision and control of the schools.
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Chapter 1l

FINANCING INSTRUMENTS FOR PRIMARY SCHOOLS
AND MAJOR GOALS OF POLICY .

Over the past decade, all of the ten countries represented in the study have
demohstrated parallel interests in certain major arcas of cducational policy. The
leading concern: has been for resource and/or service equalization, together with
provision for special needs. In addition, there has been continuing attention paid
to the matter of the locus of control of the schools, and to questions relating to
parental choice of schooling. As the previous section demonstrated, the countries
have developed a varicty of approaches, employing both financial and non-
financial instruments in pursuit of these objectives. This section will attempt
to synthesize some of the material presented previously, and will identify some
of the strengths and weakneises of the diverse country approaches to cach of
the policy areas. : -

. EQUALIZATION

{.  FINANCIAL INSTRUMENTS . . f

There are majer differences in the financing arrangements empl(;ycd by the
different countries to approach equalization among localities. We may first make

the broad distinction between those countries (jurisdictions) that geek to equalize =
resource levels fog public services (in particular, for education), in the expectation L

that that will facilitate equalization of service levels, and those countries that seek
more directly to ‘equalize service levels. Resource equalization is the primary
aim in Australia, %Ianada, Germany and Yugoslavia at the federal-provincial
(state/republic) interface, and in Ontario, in the states of the United States, in
the Yugoslav republics, and in England. While attention to cqualization of
*_resources among the localities-is by no means absent in the other countries, the
primary emphasis in Australia, Germany, the Netherlands, and Skeden is on
equalization of the levels of service among the 15calities. '

Some of the countries employ block grants almost extclusively, while otheri-

rely more heavily on categotical grants.. In yet others, a combination of block

and categorical grants is employed. Some countries opt for full or pirtial central

assumption of costs. The distribution mechanisms are also quite varied. . They
include flat grants, foundation programimes, as well as a range of .equalization
formulas. Nonetheless, some gencral approaches to ﬂnunch:ghe ualizatjon cpi
be discerned -among these appareitly unigue arrangements, ¢ broad pattetns
include full central funding, as well as a number of variations on the pattern of
mixed central-local funding. These varied patterns will be examined in the
soctions which- follow. . S S

t
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Full central funding

Two of the OECD countries (Australin and the Netherlands®) use a system
of virtually full central govergment funding as a means of cqualizing educational
services. In these countries” the central governments- -the  states, y th¢ case
of Australia- cstablish service standards in different categories of kpenditure;
for example, teacher costs, plant maintenance and operation, and transportation,
which serve as the basis for distributing central govc;nmcnt funds. In Au§trnliu‘.‘
the standards are detbrmined annually, whereaswid the Netherlands they are
bascd on municipal expenditures in a previous year with annual adjustments for
cost tncreases.  However, in both countries the full cost of these determinations
is financed at the central government level, . .

Aun arca of diffcrence between the Australian and the Dutch finance systems
concerns ‘the provision of additional seryieds beyond the centrally-established
reimbursement level.  In Australia, some private contributions are permitted for
cxpenditures such as books and uniforms Which are not fully provided for from
public and non-public schools is thus guaranteed. However, across municipalities,
trated in highor, rather than lower, income arcas. However, the disparity in
provision is partly offset by additional government grants to the latter. In the
Netherlands, too, individual municipalitics may employ additional teachers
(especially vocational teachers) on condition that parallel provision is made for
the non-public schools.  Parity -of provision within a municipality between the

- public and pon-public schools is thus guaranteed. However, across municipalities,
there may be some disparity in teacher resources above the statutory level which
is not compensated for by additional central government grants.

Mixed central-local funding

In most of the ten countries studicd, & mixture of central and local govern-
ment funds is used to achicve the objective of equalization.  These mixed-funding
arrangements fall broadly into three major classifications.  ‘Twq, of these use a
categorical grants approach o the problem (although untied cqualization grants
for non-cducational services frequently accolmpany ghe categorical grants) while
the third rclies almost exclusively on® block grants which are distributéd using a
fiscal cqualization mechanism, ' ' |

Categorical funding )

The first nf'thc categorical approaches, used by chdcq and Germany,
focuses primaMly on the financing of teacher costs.  In these ‘systems, teacher
requirements for cach conmmune are determined centrally on the basis of standards
of class size, pupil-teacher: ratios, minimum teaching hours, ctc., and are fully
funded by the central government, and in the case of Germany by the Linder.
In Sweden, the munmicipalitios are reimbursed by the state for their approved
standard teacher costs, and the funding takes the form of carmarked grants.
In Germany; the Land assumes the diréet responsibility for paying teachers’
salaries and, as the Schultriiger do not actually reccive the funds, there is simply
no opportunity for them to use the Land funds carmarked to pay teachers' salaries
for any other purposc.  The employment of additional teachers (above the
reimbursement standard in Sweden, or at the localitics’ cxpense in° Germany) ig

. N i . - S, . 4. .
5. " Although ‘about 10-15% of local’ government revenues' in the Nethetlands are
«  derived from local sources, these are used to cever a wide range of expenditures, including
schools, so that the school system s, for all intents and purposes, fully funded at the central

,level:
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not permitted”.  These sestrictions provide a potent basis for equalizing teacher
services in Sweden and in cach of the Lander.  Apart from the limits sct by
geography and demography, lnculi',ics should be able to provide approximatcly
equalized teaching statls.

fn contrast with teacher services, there is less direet financial cqualization
of other current operating g;ﬁcnthlmcs in Sweden and Germany,  Rather, these
costs are hnanced mote hefivily from locally-ratsed revenues.  Central govern-

_ments do, however, attempt to equalize the ability of localitics to provide these
services indirectly through general equalization grants which can be used for
cducation as well as for other governmental functions.  These are generally
distributed inversely in refation to fiscal capacity and directly in relation to need
for public scrvices.  In Germany, all of the Lander contribute direet financial
assistance to the Gemeinden, from which the costs of cducational materials and
other school operating expenses may be met, but the precise disbursement
mechantsm, c.g g flat grants, cqualization grants, cte., varies markedly from Land
to Land, and is difficult to describe generally.

The second of the categorical approaches to achieve equd
Norway, is in many ways quite similar to_the approach use Sweden and
Germany. ‘Phe primary focus of the financial mechanism is ngfin on teacher
services rather than on total expenditures. However, i Norway these costs
arc not fully funded by the central government.  Instead, they are financed
through the use of an cqualization formula which reimburses sughqr proportions
of teacher costs in poorer communes than in wealthier commfies.  In addition,
legal repulations ensure higher teacher-pupil ratios in small, poor and rural
communces.  While the average level of central reimbursentent for teacher costs
is about 65 per cent, the range is from 25 per cent in the richest commune to
about 8BS per cent in the poorest.  Other expenditures, with the exception
of (mmporlulion and accommodation, are usually locally financed in Norway.
However, s in Sweden and (-crm.my the central government does provide |

. indirgct assistance through a tax cqualization grant which can be used for a range
of transportation and accommodation, are usually locally financed in Norway.
to provide a higher level of service, measured in terms of costs per pupil, than the
vealthier ones.

ization, used by

L d
RBlock grants

The sccond mixed central-local approach to primary school finance: cquat-
ization relies almost exclusively on block grants by central governments to local
units.  The -basic allocation principle of these grants in different countsics is
fundamentally the same: central government funds are distributed to localities
in inverse relation to local fiscat capacity,  However, the grants differ in o
number of major areas. ‘

Onc-area of difference is in the functions which may be served by the grant.
In Canada (Ontarie), Yugoslavia, and the United States, for cxample, the grants
arc educition-specific.  -Although lc.as in the United States and SGICEs in
Yugoslavia can transfer resources among categories of cducational expenditure
and among levels of schooling (Le.as in Ontario can do the former, but not the

. latter, since there are scaprate secondary school districts), they cannot use the
grants for non-cduchtion purposes. In England, in contrast, the grants are geteral-
‘purpose. Even though a portion of the grant is calculated on the basis of edu-
cational requirements, - local governments may use these resources to finance
other municipal functions. . . , .

‘

6. Hesse is one.Land that does permit this, but is exu}mqnl.
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Tlatter could also be furthered through ‘regula

The education-specific grants also reflect. what might be called different
philosophical approaches to equalization.  Fort example, both California and
Florida use what is called a foundation approach to cqualization,  Under a
foundation formula, the state determines a level of expenditure " which I(\:ul
districts must spend in order to provide at least a minimum quality cducatiohal
programme. (Usually the:level is at or near the state average, although the range
among the states of the United States which use this approach is substantial)
‘The state then sets a property tax rate which school distrigts must levy order
to participate in the programme.  1f districts, though using fhis tax rate, can raise
less than the ‘foundation level, the state makes up the difference between the
two figures.  In other words, up to the foundation level, state resources are
distributed in inverse relation tp fiscal capacity. measured, in property wealth
per student.

The Yugoslav approach is quitcgfmilar, although the term “foundation
progeamme,  (Usualfy the level s at ciu the state average, although the rimge
SGHCE. andl the republic Institute (@ the Promotion of Education, define three
(high; middlc, low) scrvice standards, from which a lotal SGICE sclects the one
it wishes to provide.  The yield from a given income tax rate is used as the
criterion for assessing local capacity to finance education.  Local education units,
SGICEs, which cannot raise sufficient revenues locally to attain the geducational
service standard seletted obtain the required tesources from  republic SGICE
cqualization payments.

‘The approach used by Ontario, though aperationally similar to the foundation
programme, has a slightly different basis.  Under the "pereentage cqualizing”
concept, local districts, rather than the provinee, have the authority to establish
an cxpenditure reimbursement tevel, up to a maximum level determined by the
province.  However, provincial aid is distributed - inverse relation to property
wealth,  Thus, where two districts decide on the same level of expenditure, the
district which is richer in property-valuation will reccive a lower level of

reimbursement from the province.

t

2 Tur STRENGIHS AND WEAKNESSES OF IDIFFERENT APPROACHES TO FQUAL-
1ZATION,

The ten countries have approached the problem of cqualization using both

a combination of fiscal and non-fiscal devices, as well as a variety of financial
instruments. At least in theory it would appear thit any of these approaches
could achicve the objective of cqualization under the right set of circumstances.
Using the standard of “equal treatment of cquals™. a system of full central funding
would be perfectly cqualizing, if all educational inputs, including teachers with
higher levels of experience and education, could be distributed evenly across
the country, state, cte.  The same result would be produced under a mixed
funding approache which relied on cptegorical grants, again, if tcachers were
cvenly distributed, and if central reimburgement of other operating costs was
sufficient to reduce or climinate disparitigs baged on varying fiscal capacity. (The
tori sctting fairly restrictive limits

to provision at both the lower and upper ends of the scale) Finally, the block
grant cqualization approach could also achicve a reasonable level of equalization
if the cqualization® level were established and funded at a level high enough to
provide a high quality gducational programme to all children, regardless of their
district’s or municipality's local wealth. '
In reality, howcver, it scems reasonable to conclude that none of the
countrics” finance arrangements has actually succeeded in achieving full gqual-
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ization. Even where a rcason\gﬁl\y cqualizing system has been developed, individ-
ual clements of the system Rave had unintended conscquences which  are
discqualizing in their impact. Furthermore, continued cqualimtion may roquirc
ud;ustments in the system, as demographic and cconomic changes alter the
foundations of previously-cstablished arrangements.  Thus, cqualization continues
“to be a sought-after,ogather than a firmly achieved, educational policy objective
in most of the ten couftries studied.

Full central funding ’

d/\l{{}: Dutch uppromh to pnmary school finance démonstrates some of the
rengllts and weaknesses ‘of a system which is fully centrally funded. Its major
strength lies in its virtual c¢limination of local fiscal capacity as a determinant
of cxpenditures for cducuuon and the dcvelopmcnt of a progrcsswc system of

centralized revenue- -raising. ‘The system’ has also succeeded in establishing a-

degrec of expenditure cquality between public and non-public schools which is
unusually high among the countries studied. However, a few of the limitations
of the Dutch approach also merit attention. One of these centres around central
government reimbursement of locally-incurred costs.

Reimbursements for educational expenditures in the Dutch system work to
perpetuate existing d:sparltlcs among nunicipalities, since they are not based
on the previous year's expenditures but on cxpt.ndlturcs in a basc year (formerly
1962, presently 1968) with percentage adjustments for price and wage increases.
Thus, municipalitics which funded a particular service in a base year will be
reimbursed for current expenditures on that service, while those that did not—
cither by choice or because of fiscal constraints—will not receivé reimbursement
for these same expenditures, However, frequemy updating of the base year, or
advance funding of services in places where they dye not provided, up to centrally-
cstablished levels, would work to climinate this deficiency in the funding
mechanism. '

~—
Another issue raise the Dutch approach to primary school finance
concerns the provigien™ of additional teachers by municipalitics above centrally-

determined reimbursement levels.  On the basis of the experience of other
countries, this could create disparitics in teacher resources which are related
to the fiscal capacity of the municipality, since these additional teachers are
financed from the small portion of total revenues which are locally-raised. Again,
however, intcr-municipal disparitics could be reduced by imposing a ceiling on
the number of teachers which a municipality could add on.

Mixed central-local funding

Categorical fundmg

The strength of the mixed-funding approach which uses categoncal funding
to finance most edugational services would seem to be in the area toward which
it has primarily been directed, namely, teaching personncl. As the authors of
the German, Swedish, and Norwegian case studies point out, given the limitations
imposed by geography and other uncontrollable factors, the systems have
substantially equalized the provision of teaching personnel among Gemeinden
within Linder in Germany and among municipalitics throughout Norway and
Sweden. In Sweden this has been accomplished, at- least in part, through the
provision of extra salary allowances for teachers in remote areas.

The approach, however, scems to be weaker in its ability to equalize other
non-teacher services; where these costs are not reimbursed by central government
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funds. - Conscquently, municipalities which have the fiscal capacity frequently
provide greater resources in these other arcas, often with lower tax burdens.
As the author of the Swédish study demonstrates, the more populous, more *
highly urbanized, and richer municipalitics generally spend more per pupil on
a host of non-compulsory cducational services such as libraries, welfare, and

.. audio-visual cquipment thando smaller and poorer municipalities, frequently while

Q

A

taxing themselves at lower rates.  Although poor municipalities are assisted by
the tax -cqualization grant, this does not suffice to iron out the advantages of
wealthier municipalitics.

- Regulation could and often does, of course, play a role in reducing dispar-
itics by mandating both maximum and minimum provisions of non-teacher
services.  Municipalities which presently do not provide particular educational
offerings can be required to do so, while others which presently provide
substantial additional offerings van have limits placed on the extra cxpenditures
they are permitted to make.  However, -regulation alone would not geem to
suffice if tax burdens as well as expenditures are to be equalized, since poor
jurisdictions would only be able to provide the additional services with above-
average tax cffort or by diverting resources frony other functional arcas. Central
government financial assistance would scemto be required in addition to
regulation if tax and expenditure cquality are to be achicved. ,

The above discusston raises an important policy question: to what extent

arc resource  cqualization and expenditure  cqualization  compatible?  Can a

system which aims at onc objective achicve the other as well? It would appear
from some of the cases presented that systems which use regulation to equalize
expenditures (or services) may achicve it only at the expense of tax cqualization.
By th¢ same. token, finance systems which aim at resource cqualization by
neutralizing the effect of local wealth on expenditures may not achicve expenditure
cquality if the level of tax effort is left to local diserction.  On the other hand,
resource and cxpenditure cqualization need not be mutually=gxclusive.  Central
government mandate of a required level of service, bac)l’(:z up by a fiscal
mechanism to finance it, could achicve both cducational finance objectives.’

. y

Block grants .

The. third approach to cqualization which relies orf block equalization grants
also has a number of strengths and weaknesses.  Both the Ontario “percentage
equalizing™ approach and the Florida “foundation™ approach exhibit some of
the prerequisites of the successful operation of this type of ‘approach to equal-
ization. Among their strengths are a relatively high level of central government
funding of approved education costs (60 per cent in Ontario and 62 per cent in -
Florida) which limits reliance on local wealth, as well as a high cost feimbursement
level.  (In Ontario this level was originally sct between the 80th and 90th per-
centiles in weighted per pupil expenditures.) The Florida system has also placed
restrictions on local tax effort, both at the lower and upper ends. This has
worked to reduce expenditure disparitics, as well as tax disparitics, since wealthy
districts can no longer add to their expenditures more easily than poor distlicts.

In contrast with the Florida and the Ontario systems,-the California system
highlights some of the deficiencies of the block grant equalization formula approach
to the task of cqualization. Despitc a substantial increase in the level of state
involvement in and support.of education in recent years, the proportion of state
funding in California is still quite low in comparison with other countries in the
study. Consequently, local propertysvealth continues to exert a major influence
on the level of local expenditures on education.  Furthermore, the state aid
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syStem still contains a numier -of specitic clements which have a strongly
discqualizing’ effect.  Onc of thse is a flac grant for every pupil in the state,
which reduces the level of equahiz? mn aid to property-poor districts and provides .
wealthy districts additional expendigures above the foundation level.  Finally,
somewhat ineflective Jjmits on additidal expenditures by wealthy districtss above
the foundation level may virtually prexfude poor districts from ever closing the
gap between their own levels of expendjture and the state-wide average. .
The basic conclusion to be drawn fdom the experiencg of countries which
cmploy this third appmm.h to cqualization,_is that, unless the range of fiscal
capacity of localities- is quite low, full equallation cannot be obtained without.
a high level of central funding, a formula Which concentrates most of‘ the
resources on poor jurisdictions, and limitations\en local effort,  As with the
sccond approch,. regulation may be a useful instrument to guarantee at least
a minimum level of educational services in certain localities, but without central
government financial assistance the tax burden which results from the provision
of these services from local resources exclusively will be subsmnlmlly' higher in
poor localities.

3. CoNTROL VIA REGULATION VERSUS RELIANCE ON CENTRAL FUNDING

The distinction between policy instruments based on regulation and thése
based on finance may be artificial since, as. most of the authors of the country »
studies point out, there is frequently a strong connection between the two
approaches to policy. It is as unusual to find regulations which do not have
financial implications as it is to find financial instruments that are unaccompanied
by any regulations. Nongtheless, for discussion purposes, regulation and finance
may be considered as diffierent ecmphases, for therg are substantial differences
among the countrics in the combinations they have adopted of reliance upon
regulation, as %ainﬁt reliance upon financing instruments (and, in particulaf,
on central funding), in their approaches to equalization.  Although all of the
countrics employ regulation to at least some degree for the purpose of establishing
a standard quality of offering among their subunits, some countries rely much
more heavily on the regulation approach than others. A fourfold typology of
alternative approaches is presented in Table 1.

It is apparent from Table 1 that the approaches to cqualization are quite
varied, Australia proceeds via complete centralization of both administration

~and finance. Some countries, most notably Gerniany and Italy, employ both
a ‘high degree of central regulation and a modcralc to high level of ccntrul

~

¥

Table 1 Achieving equalization through regdlation
and financial instruments in ten OECD countries

e

- ) (‘cntml rcgulahon"
{ chc! oﬂ centrnl fmanw H:gh Jw to modcmtc
g U VS PN UV NI RSP .
) High (> 60%) Australia * Netherlands
- ! Germany England
dtaly Ontario
o o 1 _Honda
Low to, m(}dcrmc (< 60%) Sweden . Yugosfavia
p Norway Callfornla
e e o N

a) The term *contral” . refern to the national |ovemmem in lhe uniitary
states, and to the provinces/states/republics in Canada (Ontarioy, Australin
and the United States. and Yugosiavia, ren!)octlvely
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funding. In other countries, most notably England, Florifa, the Netherlands,

and Ontario, thg emphasis is more on-the finance instruments thaa en regulation.
Still othéer countries, Norway and Sweden, for example, rely more heavily on
rogulation than on central funding tos achigve equalizatiof. And finally, two of
‘the systems (Yugoslavia and Califordia) arc marked by low-to-moderate use of
regulation and finance, altfough if recent years California has seen a substantial

- increase in state involvement in_both of-these areas. R

. /

It is oommbn]y thought that unitary states’ can “manage” a given degree
of cqualization of access\to pyblic resources, expenditures or services more
casily thfan federal countrich, and that they do in fact achieve higher’degrees of
cqualization. Berhaps thesg asscrtions arise fram' the supposition that, in unitary
states, local authoritics age wholly the arghtures of the central governmeny, while
in the federal countrics here exilts an intermediate levél of government between
the. local and national authoritics-—heénce the possibility that local authorities in

unitary states arc more subject to direction .and control- in pursuit " of national -

goals than they arc in federally, organized countries. Peghaps, also, there exists
the notion that the unitary stat{&vfgr'

For the purpose of testing these E)ropositions, the ten countries in the present
study provide us with five unitary states (England and Wales, -Italy, the Nether-
lands, Norway,. and Sweden) and/ five federal “countries (Australia, Canada
[Ontario], Germany, the United States of America {California and Florida], -and
Yugoslavia). We shall examine ca¢h group in turn. - T

(-

-

The unitary states

o

As we have noted above, three of the unitary states (the Netherlands, Notwa
and Sweden) both attempt and achieve a great. deal of equalization of leveh

of educational service within theit respective jurisdictions, while England "and’

Wales concentrates on general (not specifically educational) resource equalizatiofy.
Italy has probably attempted and achieved the least with respect to equalization,

_ though in its provision for central government appointmeént and compensation-

of teachers it certainly has a potential mechanism for -the achievement of . more
service equalization than is reported in the country study. -
In England, the key device usegd to promote egualization is the “rate-support

grant”, a general purpose¢ block grant fi‘oig-thc central government to the lochl
. authorities, that incorporates important “ne
are virtually no education-specific or categorical grants. *While tnequalities of

ds” and “resources” elements. There

school expenditure from area to area in England remain, and it is perfectly possible

_ for local educatiorfal suthorities 'to starve théir, primary schools . in order “to
spend more money on secondary” educatioh: (or even qn non-school purposes),

school expenditure _inequalitics appear, to have been held within fairly narrow

" Jimits, .

In the Netherlands, Norwa}' and Scheh,’ &mérél_-puln.'poae block " grants to

‘local authoritiks provide for‘equalization of revenue- bases, but the most.important

device is the of centrdl government reimbursement of all (of. part) of
allowable teachers’ y costs, and other- expenses. Given the data available
in the country studies it is not possible to make any comparisons among these
three countries, or with England and Wales, with ‘respect go their $uccess in

. equalizing expenditure or service levels across localities.

<
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¢ systcmatically less diverse, and hence syt
- off with a greater degrec of equali;y/ across regions than the federal countries.



The federal countries

\M\_ . ) . . . . P
When weturn to the federal countries, there js as mueh equahzation activity
to be observed (and probably as much, if not more, suceess achieved) as m
the unitary states. Al of the federal authoritics attempt cqualization of resource
bases (in parmcrshlp with their provincial/state authoritics) by means of some
> kind of general-purpose block grant and/or tax sharing mechanism,

In Australin, Cimada and Yugml.wm large block grants are routinely made
to the provincial lcvc!s of government; in Germany, the Liinder share (with the
Gemeinden and the federal government) agreed proportions of the. prouuds of
specified taxes.  In addition, the richer Linder transfer part of their “surplus’,
tax receipts o the poorer.  In the United States, genceral purposc federal aid to
the states and localities IS not as impoftant as categorical aid, but under a
recently established (since 1971) revenue sharing pmgrhmmc such bcn&al purposce
aid ammced at equalizing “accegs to financial resources s s!owly increasing in
significance. Lﬁ -t

,In addition, in° the ficld of primary cducation all the fcdcmlly organized
countrics (except ‘Germany) provide for the traisfer of education- spLuhL funds
from the federal to state level,  This type of *aid is not very large in Canada,
where the emphasis s on general- purposc federdil subsidics, but it is the most
important means of transferring funds in the United Slmu.( as mentioned, and
also in Australia.  In Yugoslavia, the poorer sub-federal jurisdictions benefit
from cducation-specific equalization grants, too. Germany telies virtually entircly
on general-purpose tax sharing devices at the federal-Land level. -

Equalization of revenues at the provincial/state level provides only a
potential for the cqualization of pggary school expenditures, or service levels,
across the provinces/states.  To what Lextent do the federal countrics manage
fo transform resource equalization into “expenditure cqualization?  Tfie evidence -
presented below gives some sense of the extent of interstate (province, Land)
cqualization mf_hc five federal countrics.

Australia has installed a scr of fiscal provisions that appears (o result. in a
Iubh degree of cducationdl expenditure  cqualization  among (lm states  (see

TFable 2),

3

Table 2 Australia: approximate annual recurrent expenditure
frqm oluk sources’ per primary student in government schools,
by state, 1974/78

" Stale Aus. §
\d o L]
: S S s ! -
New South Wales . S10 ..
. Victoria 2 520 . ) S
L Queenstand §20 .
South Australia 520 -
Western Australia " 508.
. Tasmunin 540
" All states: average . ) * 518 '

a)  Includes administrative, superanpuntion and  student tranaport costs, \
but excludes specific purpose grantx for primagy education from Common-
wenlth sources.

Source: Australla, Table 3 (Vol l). ‘.
/ - ' .
- . - .& ¥

~ The higher levels of cxpcndnurc pu student in Tasmnma p;csumahly
reflect the higher costs of school operation in that state, but mainland ‘Australia
exhibits a remarkable uniformity of per student state average, cxpcndlturc
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. Table 3 Cwltm”mdiuamnmdw“
" governasant (.ploilcdiol,ald-hd!nlul‘mﬂ _
income por " achool age child, 1970, selected. provinces
. ) _

Federal aid X 100

= { i
Total government Index of perpond

¢ . L E expenditure income per child - .
. . . ‘ A - ey ; » "

) .Newfoundland W 28.2 54
* New Brunswick - ; 26.8 63
. Ontario ' . 2.5 123
: Manitoba 12.7 9s
p British Columpiu : 33 11¢
Canada ! - 9. 100

Lg @ Foreons apd 314 welghed 1.0; those 15-19 years of age, weighted N

Source: Canada (Ontario), from Table 31 (Vol I).

Table 3 illustrates the strong tendency toward resource cqualization built'
into federal aid to public education i Carada. The lower the wealth and ,* -
income levels of a province, the higher the: proportion of jts government expen-;, - . -
diture on education supported (ditectly and indirectly) by federal funds. However, -
as is clear 4rom-Table 4, sizepble inter-regional variations continue to exist across
Canada; in terms of per pupil expenditures—reflecting to a. large -degree ‘the ., °
_ different priorities given to public education by the different provingces. - o

-

Table 4 Cannda: expenditures per pupll in public education,
: * -1972-73, by reglon o

-

-

Atlﬂntic Provinces -

Quebec Province
Ontario Province :
¥ Western Provinces .

- _Cnnndn Lo . - 955 \_
Source: Reviews of National Policles for Education: Canada. OECD,
1976, Table. 7, p. 53. )
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Table 5 demonstrates how equaligation of access to financjal resources across
the wide-area Liinder in Germany has resulted 'iri substantial reduction in inter-
‘Land inequalities, at least as these are reflected in average financial resources: - -
“of the Gemeinden. Before equalization the ratio of GemRinden resources in the-
most affluent Land (Hesse) to, the least affluent (Saarlapd) is 1.68:1; after
. équalization thgaatio is reduced to 1.19 to 1. Although, as the data in Table 6. .
suggest, dispa from Land #o Land in expe%:lres per pupil enrolled in. -~

‘¢lementary schools -continue to be substantial-certainly -higher " than those
- observed among the states of Australia—it is important to note. that the aituation -
" in Germany does not simply reflect pre- (or even post-) equalization Land income
+ o financidl resource levels. One of the poorer pre-equdlization Liinder, Schleswig-

4
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DM per inhabitan |
‘ o Beforo | After
- " . equalization equalizatioh

' Hesse ot r ' _ 873
Boden-wumemberg o 538 812

" North Rhiné-Webtphalia . 524 816

- . . -Bavayin _ 485 SR - N
. 'schleswigHOtsteln > . 411 SR |1 B
: Rhineland Palatinate 458 * 786
Saarland ) 344 4 736
Lowar Saxony o . 419 . . 197 P
N i Source: Gormny, !rom'l'lhlo 4 (Vol 0. ’

13

Holstein, spends more per - elementary pupil than do two Lander Baden-
Wiirttemburg and North Rhine/Wéstphalia, in both of which the Gememdcn are
better off, pre- and post-equalization.

It is reasonable to suppose that, because the cxtent of ﬁnancial equalization
across Liinder achieved is very high, and because there is. full Land assumption
of teacher costs, a great potential exists for equalization of school experditures
and service levels in the primary grades, However, that potential appears to have -
been not fully utilized. Th&® German authors also implied that dlspantles in
other indexes of school provision were also significant.

A

: e e

‘ Table 6 Gcrmnny: net expenditures per pupll in elementary
(Grund-, Haupt- and special schooly), 1973;

and number of ruu.lar téachers per class in ehmentlry ichooh,

. | 1972, by Land
: ' o . Regular
J-arge-area states WB‘&""" g;}hers
i . . class .
Hesse T YoM Y < o9
Baden-wurttemberg . . © 1740 0.99
North Rhine-Westphalia © 1892 .0.96
¢ Bavaria : ' . 1970 1.14 - R
R . Schle:wlg-Hollteln : - 2218 085 .
) Rhineland - Palatinate . 2029, 1.17
v Saatland .. . 1846 1.06 ,
wo Lower Saxony . 2078 1.01 .
Largbama states: average 1942 -—
" Clt&*-ltatu Coo . L ‘
o sHamburg ' 2913 " 1.16
Y Bremen . ' 2 408 118
. :Bcrlin_ ' . . 2361 - 127 .
 City-states: wanu . . 28577 /\ e ) SE
Country average . 1.978 03 . ‘ ‘
. Source: Germany, Tables 12 and 20, (va. D. '
9 | | ',55_ SR 53
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'The United States continties to tolerate extensive inequalities of expenditure
levels for education across the 50 states (sce Table 7). Current operating

-expenditures per pupil range from $834 (Mississippi) to $2-005 (New York); for

and secondary day schools, : 1974-75
- Expenditures per pupil Expenditures per pupil
L h 1T T Intes ' - ] Inte-
State or . Cﬂpi" rest State or Capi_ reat
other aren -y | Curo 7y on ]| other aren ooty Cur- 1 "l on
. . remt outlay | school . rent outlay | school
debt . ; | debt
1 . 2 k! 4 s ] 2 k} 4 b
+ United R ' Nevada 1308 1101 135 72
States $1431[ 91255 $133 | $43 [|New Hampshire| 1173 1095 42| 36
Alabama | 933" 8711 356 6 || New Jerseys 1713 1565 94| 54
Alaska 2228 1624] 491 | 113 || New Mexico 1282 1052| 216| 14
Atizona 154| 1176 328 42 ||New York 2241 2008 165[. 71
Arkansas 1 087 896 164 27 |{Novth Catolina | 1151 1052 86 13
Calffornia 1373 1210 116 47 |{North Dakota 1199 1032 140 27
Colorado 1423} 1188| 188 47 {{Ohio 12701 1144 93 i3
Connecticut 1596 1507 46 43 |[Oklahoma 1131 1009 .108 14
Delaware 1723 148S 169 69 Oregon 1 442 1425 188 29
District Pennsylvaniw | Y 587 1446 53 88
) of. Columbia | 1957 1814 143 .. Rhode Island 1 665 1493 98 74
Florida 1392 11470 222 | 23 ligquth Carolina | 1125 984 113 28
Georgia - 1087 1000 53 34 || South Dakota 1 062 973 77 12
Hawaii 1600 1384, 210 6 || Tennessee 997 903} .39 35,
Idaho 1232 910} 299 23 Texns i 1073 894 128 51
1ltinois 1637| 1376} 218 43 || Utah - | 1265 942 301 22
Indiana 1208) 1074) 181} 43 |yermont 1267] 109s| 127 45
lowa> . .| 1400 1240] 132 28 ||Virginia | 1231| 1054] 139 38
Kansas 1607, 1.444( 137 | 26 ||{Washington 17339 1199 109 | 31
Kentucky 560 864} 60 36: || West Virginia 1 020 910 94 16
Louisiana 0 -1 1637 1376/ 2I8 43 || Wisgonsin 1482 1323 91 38
Mapine.' ‘1130{ 1007 92| 31 i 1404 $322| 61| 21
- Maryland 1771 1369 354 47 ) R TR N
Massachusetts | 1504 1356 87| 62 ° s . .
Michigan 1770 1547| 164 | 36 . . 1
Mississippi 921 83y 774 10 |l gnal Zone 16| 1460 43| ..
Missouri 1203 1078 ,'97 28 || Guam 11147 1114 . O
Montana 1392 1269 101 23 |[Puerto Rico? 483 453 307 L.
Nebraska 11378 1211 137 30 || Virgin Islands 21490 18721 677 | ..

expendituges the range is from $921 to $2 241, or a riftio of 2.3 : 1, in these
wo statdhs, lth few exceptions] average state school expenditures per pupil
systématically reflect average state wealth and/or income levels. ’

Yugoslavia, too, has ‘been able ta do reladively little with -respect to equal-
ization, while the country has given its primecfitténtion to the task of ¢xpansion
of school” provision.  However, the cconomically Itss-developed republics do

. B, . * . )
« - L SR
o - '

- .

Tuble'7 Estimated mpenditure per ﬂupll In average dally attendunce #a public clementary _

. . : I P

a) Includes current expenditurey for day schuol’ﬁ. capital cutlay, and interest on schodl debt?

5) Includes expenditures for day schools only: excludes adult education, summer schools, community
colleges, and community services. ' . ~

¢) Eatimated by the Natlonal Center for Bducation Statistics.

d) Estimatex for 1972-73. R

Sources: U.S. Dernrlmenl of Health, Bducation, and Welfare, Natignal Center for Edugation Statistics,
Statistics -af Public Elementdry and Secondary Day Schools, Fall 1974; and unpublished datg.
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receive development grants from the central government, and these include funds
for schools.

Turning now from the federal-state (province, Land) to the state-local
interface, there is also substantial variation in the extent of cqualization. Within
the Austraiian states there does appear to have been achigved a high degree
of scrvice equalization, given the limitations set by gcqﬁr\ai’shy and diverse
population densities.  This has been accomplished largely through a system of
centralized state provision, administration and funding of schooling. Expenditure
cqualization across localitics within the Australian states is probably not as
great, as a result of personnel assignment policies.  Junior, less qualified (and,
hence, less expensive) styff tend to be assigned to remoter, or otherwise less
attractive, areas.  But no data on these potential expenditure dispnrities are
avaitable. - )

Since 1969 within the provinee of Ontario a vigorous and far-rcaching
policy of equalization of school tax resources has been undertaken, in conjunction
with the reorganization and consolidation of some 3000+ clementary school
administrative units, reducing their number *to the present Migure of 190. The
country study demonstrates in detalt the ways in which cqualization funds are
channelled to local school boards.  The present system (vainciul -aid on
ordinary cxpenditurey takes the form of a percentage’ equaling grant which, it
is claimed, “puts all [school} boapds on an equal footing with respect to” providing
cqual dollars, up to a maximum (ceiling) dollar amount, per unit of need”.
While no detailed empirical evidence is provided concerning the climination of
cxpenditure disparitics among school districts, it appears that Ontario has moved
a long way toward realizing that goal. - .

Within the Liinder in Germany, as within the Australian states, there appears
to be a fair degree of service cqualization achieved, since the Land authoritics
pay for all of the teacher costs that result from centrally-determined standards
of teacher provision.  Howcever, as noted above, the authors “of the German
country-study conclude that within-Land disparitics of provision continue to
exist, apparently tied primarily to the remaining disparities in the financial
capacity of the individual Gemeinden. ',

Within the United States as a whole there arc considerable  differgnees
among the statgs in the extent to which they have reduced intra-state expenditure
and service dispacities.  In most states—and California is a good example——there
is still considerable incquality in cducational provision among school “districts.
Nevertheless there are states that have moved strongly to attenuate, if not complete-
1y to climinate, imga-state incqualitics of school expenditures, and Florida, as we
have scen, is oné oXthem. Using an approach that is: like Ontario’s, in terms
of assessing district “ndeds” on the basis of tax yields and pupil weights, Floridad
has in the matter of (wo\ or three ycars ‘come a Jong way toward cqualizing
shool disgrict revenues and “expenditures for schools.  Thus, even in the ‘United
States, avhere inequalitics of schobl. provision are so extensive, a few of the

4

- states, among them Florida, have been able to move strongly toward cqualization.

In Yugoslavia, the republics channel funds to the local SGICEs for primary
school purposes (about 30-70 per cent of the communes receive such aid, depend-
ing upon the republic, and on average they receive about 35 peg cemt of their
resources for education in this wa‘y).'_ Nevertheless, the more developed localities
ate specifically encouraged to devote more of their tax resources to school
expenditures by voting for” higher standards of provision ‘and by taxing them-
sclves accordingly.  Although the republic, subsidfes—go to the poorer localities,
so that theis effect is to close the gap between the richet and poorer localities
somewhat, they do not appear to suffice to climinate, the very importarnd. disparities
that continue to exist. " P

)
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Conclusion

‘We obscrve, then, that the federal gountriés are ranged from one end of

- the equalizing spectrum to the othier. The simple fact of federal governmental

structure does not appear to be controlling with respect to the intensity, or even

the success, of equalization efforts. The conyentional wisdom is not supported,

inasmuch as some of the federal: countries. clearly equalize at a higher level
than some of the more centralized ones. '

“«

5. ProvisioN FOR SPECIAL EpucaTioNal NEEDS

-

Equalization of tax burdens, tax/ yields, er cxpehditures (per capita or per
pupil) is basically a matter of Spmehow directing additional funds t6- needy
districts. . But in most countrics’ the concept of equality has been extended to
cmigace the notion of “uncqual treatment of unequals”. = The .new: standard

reodgnizes that'children who come to school with physital and emotional handicaps
* ‘or €conomic disadvantage, or who require special educational training, need
additional resources beyond those provided to average children. Most countries -
have attempted to provide these resources, using two basic financial approaches.
The most common approach.to providing additional resdurces for children
with special eduoational needs is through the usc of categorical programmes.
These have been employed in a number of the countries, most notably in the
. federal systems by the federal governments. In Australia the focus has been
on non-English-speaking migrant children, the socio-economically disadvantaged,
and the handicapped. In the United States, Title I' of the Elementary and
Secondary Education Att, which provides additional resoyrces for low-income
children, “is the major categorical aid programme, but federal assistance is alsg.
provided for specific functions such as libwaries, ‘guidance, vocational ‘educatii’
as well.  And in Canada, federal categorical aid has in recent yegrs been used
10 help localities develop and provide French language instruction programmygs.

At the state (province, republic) level, categorical grants have also been
used to provide for special educational need. In California, for example, there
is a wide range of programmes, svincluding special edycation; compensatory o
cducation, early childhood and bilingual eglucation. In Ontario and in the - ..
Yugoslav republics the emphasis has. been prigparily on additional assistance for
language minoritics, although the Yugoslav rcpublics also provide extra support'x
for special education. a v " B

+ Under this approach, recommended or required levels of service and the
availability of catcgorical grants are- often found in tandém, ‘jointly reinforcing =
cach other. Rules and regulations abofit levels 'of service to particular groups
go hand-in-hand with financial incentives, rcimbursement arrangements, and the
like. . 2 < '

3

A second approach used to finance 'special educational needs employs a v
“pupil weighting” system. Rather-than providing assistance to localities through

separate aid programmes, this approacli uses the basic equalization formula for »
distributing additional monies. Pupils With special educational problems are
counted extra for purposes of central government ‘allocations. Thus, sehool .

districts with concehtrations of high-nced pupils receive additional revenues from
- central government sources. This approach is used in ‘Florida, and a variant of
it is used in Ontario’, to fund services to a range of high-need student populations.

t

7. In Ontario the weighting is-based not on a count and weighting of “special” students;
but on the number of “special” personnel employed to meet the needs of “special”’ students.

g
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‘A new ldevelopment in fany of the countries has betn the recognitigh that

more money sfone is unlikely to overcome the problems of special educhtional -

, g:)oups and thay pew ap&roachea\to the provision of education are required. In
“" both, Australia anid the United_ States there has been special funding for projects
which encourage alternative methods of delivering educational services and which
foster parent and community infolvement. In England, the need for a more
broad-based attack on the problems of poverty ,.and educational glisadvantage
resulted in an Urbam Programme which provided localjties with additional resources
for housing, welfare, and health, as well as education. *

Another moteworthy change in the arca of special nceds has been the
developmient of new accounting mechanisms which' -attempt to cnsure that
resources which are appropriated for target populations ‘will actually bo spent
on them. Florida has been in the vanguard in this area with its new budgeting
procedures enacted in 1973. In short, in atddition to more &mey, many countries
jnd states are now experimenting with ncw ways of providing education for

. children "who rieed special services and of pnsur,ing that the' momey flows in

desired ways. ‘

. LOCUS OF CONTROL'

r

Aphorisms such as “More money means more control”, “All money comes

with strings attached”, “He who pays the piper calls the tune”,.express a viewpoint »

that has by now achieved the status of a virtually self-cvident propgsition. -

THE PROPORTION OF NoON-LocaL Funps

’ In school finance the proposition that control "follows the supply of funds
has been viewed as having special significance’ for the relations between central
and local authoritics, and has generally been taken to assert that the larger the
fraction of school funds contributed by non-local sources, the less freedom of
action (autonomy) will remain in local hands. o
Does the evidence of the country studies bearout the conventional wisdom?
Is there a fairly simple, scasonably strong relationship between the proportion
~ of non-local funding of the schools and the powers of non-local governmental
authorities? _ '
Each «of the ten countries {(eleven jurisdictions) can be classified within one

of six categorics, g in Table 8, to sHBw the relationship, if.any, that may exist

. ". . - : : “
/\ Table 8 - Degree of mom-local funding and the extent

of local autonomy In tsn OECD countrieg
-Non-Local Finmnce - |_. . l lutonmrfy_" “ e
o . . Low - 1 Moderate - High Y
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between the degree of non-local funding and the extent of local freedom of action,
and power of decision-making (local autonomy).

For the purpose of forming categorics in Table 8, a high level of non-local
financing was taken as 80 per cent, or more; a moderate level, between 60 per cent
and 79 per cent; and a low level, less dhan 60 per cent.  Local autonomy was
judged necording to the degree of control that the typical local education authority
had over the mapjor conditions of cmployment of teachers (numbets to be
employed, their level of qualifications, and their level of cpmpensatian), because
of the importance of teachers’ salaries in total budgets Tor primary schooling.
In addition, a general assessment was made of the extent to which local au(hogtics
could determine their schools’ curricula and mode, of operation. - Australia is
entered on the table, though on the basis of federal-state relationships, for the
Australian system of state provision of schools and full state funding makes no
room for the comcept of “local antonomy”: »

The conventional wisdom would be supported if the countries ranged them-
selves broadly along the major diagonal (cclls 1, 5 and 9) of the table, but they
clearly do not, The distribution of countrics does, indecd, appear tosupport the
contention that high tevels of local autonomy are not associated with high levels
of non-local finance, but the moderate-moderate cell is also empty, and all the
other cells have at least one entry:. '

Thus, the answer to the question: “Is there a fairly simple, reasonably
b strong relationship between the proportion of non-local “funding and the powers

of local school authorities?™ is not proven, at least on the basis of a cross-national
analysis.  OF course, within a country over time such a relationship may sti
‘be demonstrable, but the cross-national analysis can say nothing about- that?”

THE Mobi 0F PROVISION OF NON-LOCAL FUNDS .

But, if the mere proportion of non-local funding is not a significant factor,
is the mode by which non-local funds are made available of importance for locad
autonomy? : : '

Lct us distinguish between three main types of inter-governmental transfers,
or funding mechanisms: block (general purpose); ssrvice-specific, non-cqregorical

. (for cducation, or housing, or roads, cte.); and categorical (for teachers’ splarics,

v

i

~

‘Table 9 Type of funding used to ald education,
and local aufonomy, in ten OECD countries

‘ . # ) - Local autonomy
Typical grant't ' .
ypieal gra ype High - Moderate
‘ . to low
' Non-ceategorical
Block ' England
Service-specific ~ Y ugoslavia .
¥ (Non-catcgorical) Florida
) « California "
~ Ontario N
* ; ' Germany
: 1taly
Categorical . ‘ Australiad Netherlands
. : Norway
o : Sweden -
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school building construction, ‘or educational programmes for the disadvantaged,
and so forth). 1t might be reasonable to suppose that the greater the refiance
on bloek grants and on service-specific, non-categorical funding, the greater the
area of overt, detailed discretion enjoyed by local authoritics; and the greater
the relinnce on categorical grants, the less local autonomy there is likely to be.

Again, n fourfold classification is helpful, scc Table 9.

England is the only country that provides non-local funding primarily through
general-purpose, block grants available for use at a local authority’s discretion
for school provision, libraries, road repair, or for any other legitimate use. But
four other jurisdictions, California, Florida, Ontario and Yugoslavia, usc
education-specific grants that are typically non-categorical, so that although the
grant funds are available only for “school-related purposes, their detailed use
within cducation is not closely circumscribed.  All five of these countries or
jurisdictions afford relatively high degrees of autonomy to the local level.

~ . Five' of the remaining countries, that is, Germany, Italy, the Netherlands,
Norway, and Sweden usc categorical funding, often cither based on teasher costs
or providing dircct reimbursement for allowable teacher costs.  And these five
countrics also exhibit modetate to low levels of local autonomy. Australia is
again entered in the table with respect to its federal-state relationships and, as
such, is anomalous: cducetion grants to the states are made on a (programme)

~categorical basis (important block general-purpose cqualization grants arc also
made to the states), though the states’ awtonomy in cducation affairs is cvidently
very high. (A similar relationship cxists between the federal government in the
United States and the states.) o~ :

Thus, cxcluding Austgalia, we see a very strong pattern of relationship
between the mode of intergovernmental grant for cducation and the level of
local autanomy: non-categorical modes of funding imply higher levels of Jocal
autonomy than do categorical modes.

A moment’s reflection will indicate why this is so. Block grants and scrvice-
specific non-categorical grants tend to have their “controls” built into them.
At least, their size is, or can casily be, limited. ,On the other hand, categorical
grants, especially when they take the form of reimbursement of teacher costs.
(or are based on tcacher costs), can quickly turn into blank cheques, with a-
local authority treating teachers' services (or whatever else it is that attracts the
grant funds) as a free, or ncar-free good. Demand for ,Lthe subsidised factor(s)
tends to grow and the central treasury comes under increasing strain.  The almost

_inevitable result is the imposition of standards, controls and limits on the employ-
ment of teachers, their levels of compensation, and the like. : »

Where categorical grants are used to help local authorities provide services -
to specific groups of students, the granting authority is induced to reach out

" _with _regulations defining cver more carcfully the charactiristics of the swdents.
For example, catcgoricxﬁ grant programnics 1ot the “handicapped-force-the-ever--———
closer specificatipn of just who is a handicapped child and, even, of the maximum
percedage of the child-population that may be designated®as handicapped, for
purposes of earning gragt funds. In addition, there is always sonfe incentive
for the granting authority to seck to audit the use of categorical funds directed
toward particular groups of pupils, to try to ensure dhatlthe actual tecipients of
" the benefits made possible by the granting of funds arc the intended recipients.
) If the expericnce of Sweden, the*Netherlands, Norway and Germany seems
to demonstrate that funding ‘based on cither the reimbursement or assumption of *
teacher costs will.be "accompaniced tby substantial control over local authorities’
powers to determine the number of teachers and/or their levels of compensation, ,

- developments in England provide a unique examplc of a nationwide (not locally =

determined) salary scale for teachers -combined with a block grant system. "The

7

59

62




exblanation lies in the change made in 1959 in'the mode of channejling grants
to local authorities. Before that date the central government supported the
expenditures of the local authorities by means of a capitation grant and
varying percentages of different types of approved expenditure, including
+ teachers’ salaries. Under such a system there had developed, as we would expect,
& centralized -mechanism for fixing teachers’ salaries. When the grant mode was
changed in 1959 to a system of block grants, the mechanism for determining
teachers' salaries (the so-called Burnham Committee) was retained and hence
arose the *“anomaly” of a non-locally determined teachers’ pay scale existing
alongside & system of block grants. : ‘

L

+ -

A CAVEAT ON THE CONCEPT “LOCAL AUTONOMY”

. Before concludipg, an important caveat should be entered to all that has
gone before in this section. We should emphasize again that the basis for our
classification of " jurisdictions with respect to the amount of ‘aytonomy enjoyed
by their pespective local education authorities is, of necessity, [severcly limited. <
We have concentrated on autonomy with respect to the numbgr of teachers to
be employed, their qualification levels, and their compensation. [Other aspects of
school administratjon aro very important in assessing degrees of local autonomr,
angl they have been incorporated in the classification in only a smjall and inevitably
impressionistic way. In addition, the question of dutonomy angd locus of control
goes far beyond the fairly narrow range of the relationships b¥tween central and”
local authoritics. Teachers and their professional organizatigns often think of
autopomy-as being something quite different from simply the powers of the local
education authority. Indecd, they have often viewtd that pgwer as antipathetic
to their own aspirations. Similarly, parents and their ofganizations have a
particylar view of autonomy and questions of the locus of control that is not
.. caught in the analysis given above. o ’

SoME RECENT DEVELOPMENTS

In general, increased centralisation and bureaucrgtisation of educational
systems, coupled with parcnt and student disaflectation yith schools’ performance F
records, have in recent years led to demands for more local participation in
educationa] decision-making. The demands have come from a number of sources. s [ i
. They havo been cxpressed by school site administrators and teschers who have « .

. viewed district and state decision-makers -as unresponsive to school needs. -They , ¢

have also been voiced by parents and community groups who share similar views - L
"about educational professionals in general. _ - sa D
In.response to thosc demands a number of countries have begun to take. * =° %
————some_cautious first steps towards deccntralizing ¢ducational decision-making end '+
providing for greater tocal discretion in the usc of financial Tesources.” Tn"some | ="
‘jurisdictions the decentralization has been largely administrative, i.¢., from central ;
godernments to municipalities or Le.as. In Ontario, a 1969 reform transferred
a. high degrec of central control over curriculum, textbooks, teaching methods . -
and the like fo Le.as. In Iltaly, -decentralization of decision-making - to the
hewly-created regions is presently underway. And.in Sweden, under -the .SIA
. Commission reform, municipalitics. will have much greater discretion over the
» . usc of resources in grade levels and schools, and individual schools will be given = |
new responsibilities. _ ' ,
" Other countrics have also made some modest efforts to place discr¢tionary
fisca] authority in the hands of cither school personnel or parents and students:
Australia, South Australia and Victoria have begun to ¢xperiment with small
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per. pupil grants to school councils for textbooks and materials, although in
relation to fotal exponditures the grants are very small. In Norway, general
_collaboration. committees at the achool level, composed of parents, pupils, and
teachers have been authorized to make determinations about resource: distributions
- within tho school. And in Raly, receit]y-established schoal councils will soon .
be entrustéd with large amounts of mondy which they will be able to use in a
variety of arcas. Finally, in this connection, the Florida school-site lump sum
budget should be mcntivived.  Under this arrangement school principals can
now allocate resources among different programme areas so that they can best
adapt their educational offering to local conditions. _ .

It. should be emphasized that most of the developments described above
are fairly new, generally modest, and in most cases probably more symbolic than
real in terms of their transfer of financial .power to more decentralized govern-
mental units and community representatives. *Nonctheless, they do represent
something of a departure from existing institutional arrangements.

A final observation that should be made concerns the direction of any causal
connection there may be between the volume of intergovernmental grant-making
and the degree of local autonamy, observed. 1f any rclationship exists at all,
it probably runs in the opposite direction from that implied by the conventional
wisdom. Far from the higher levels of government stepping in deliberately to
buy control of the 1dwer levels, what has apparently happened (according to
scattered observations in the country studies) is that, at all {evels of government,
ever higher levels of service have been demanded, the costs of which have outrun
the localities’ financial powers. The conscquence has been steadily ~increasing
levels, of hon-local funding, sometimes bringing more son-local  control, but
sometimes not—depending on the particular grant instruments used.

-

11I. DIVERSITY OF PROVISION AND PARENTAL CHOICE OF SCHOOL

It is abundantly clear that there are major clements of systematic diversity
among the primary school systems of the ten countries cxamined, and that in
each case we do not do violence to reality when we 3pecak about, §ay, the “English
primary school system”, as distinct and different from, say, the German system,,
or the Australian, and so on. But it is also important to note tifat within cach
of these national systems there are, in turn, very important elements of diversity,
.most often based on geographical-jurisdicational location, but not exclusively so.
Intra-national diversity can take the form of lower versus higher levels-of
provision, based on differcnces of locdl wealth, ard e have discussed such
differenges and their relationship to financial instruments above. But they also
" appepr_in the form of substantial differences in the language and/or culture of
iinstruction, .in the social class and/or racial differentiation of school populationg
_ (oftep based on.residential segregation), and in different school provisions for.
children coming from differént religious traditions. : '
, Within public primary school systems, economically-, religiously-, racially-
and class-segregated schools may imply important clements of choice for members
of the dominant group, and restriction of choice for members of the subordinate
“group. Thus, altﬁough much of .this diversity of provision may not really imply
any widening of parental choice over the type of schooling to be afforded children,
some-of it may do. Particularly where diversity of school provision reflects
' linguistic and/or religious factors it can often provide parents with some valued
choice of the type of schooling -their children will receive. Indeed, the remarks
> below refer primarily to, diversity based on religious preference. .«
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The Duteh system of tinancing primary cduuumn is ol of the most far-
reaching in its approach to cffecive choice.  In lhc Netherlands, parents not
only have the right to provide their children with “the education that is in linc
with their way of life, their philosophy, or the educational methods they prefer”,
but they also have the right to receive public support when exercising that right.
To establish a s¢hool and receive public money, they need only make a request
to the municipality and meet certain requirements. The school thus established
is guaranteed the full right of financial equality, which means that it is funded
according to the sume criterin that are used for the funding of public institutions.

Other countries have also adopted mceasures to promote parental choice
through rather extensive public funding of non-government, usually church-related,
schools.  In Australia, non-government schools obtain a subgtantial pmpurtlon
of their revenues from puhllc funds, on average about 40 per cent from Common-
wealth grants and 25 per cent fsom stat¢ resources.  However, most non-
government schoals do not cnjoy the same level of resources as government
schools.  In Australia, non-government schools obtain a substantial proportion
schools are only about three-fourths those in government schools.  In England,
public money goes tp support church-related schools, and although the state has
exacted a certain qﬁuﬁuo quo for its aid (in the form of a significant degree
of lay control over church-school programmes, staff and finandes) it remains
truc that parents who wish to send their chlldlcn to a church- rc!mcd rather
than to a local authority, school may do so at public expense.

In Ontario,” public money is pot given to priwate schools, but there are
two main publicly-supported denmontary school systéms: the non-denominational
public clemeatiry schools, and the predominantly Roman Catholic separate
school syem.  Separate school boards are clected and have the same powers
as public s
of scparate sthool supporters, and municipal councils must, on separate school
hoard request, levy and collect those taxes. The separate school boards reccive
provincial grants according to the same Ll‘llCl‘ld as- do publu school boards
und. hag(um they have lower revenue raising capacity, reecive higher levels of
pmvmual support than do ppblic school boards. .

THE PROPORTION OF NON-LOCAL FUNDS AND UNIFORMITY

It is often assumed that a high 'pcrccnlzlgc of non-local funding will tend.
to reduce the varicty of public education ‘slylc"' that exists, leading to increased
uniformity.  The argument is that local option of the kinds of schools to be
offered and how they are to run will tend to disappear as the proportion of
non-local funds rises.  Thus, the conventional wisdom would argue that more
non-local funding means reduced possibilities of parental choice among different
types of schooling. a3 .

¥ The evidence provided by the country studies chables us to test whether
there is, in facf, a sysumam associmgon between the proportion of non-local
funding for the schools and “standardization™ of provision. |

Standardization pf school provi®fon can arise in the followmgb ways: .

* A, Eliminagtjefi of non-government schools. .
B.  Attenuftion of differences between ;_.,ovunmem and non- Eovcrnmcnt
schools.

C. ‘Standardization of g government schools across local education authoritics.

We ldkc up cach of these aspeets of standardization in turn.

A. Table 10 classifics the cleven jurisdictions according to their degree of
non-local funding and the extent of non-government schooling. It is evident
that, among the countnes, little if .any relationship can be. established between
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Table 10 Degres of mon-local sind -the extent
of mon-govermisent schooling in ten gcn’com

: Non-gbwmmcnt sector
Nox-lpcal finance T small Moderate T Tlarge e
L ge®) | e 20%) | (>65%)
High (>80%) | laly . Australiy | Netherlands
. . " Florida ‘England r
Modorato (> 60%) | Germany | omtario. | U
. ¢, California - . ..
Low (< 60%) Norway —+ 1 -
. "Yugoslavia®
@ No non-goveinment sector. T { R

the degree of non-local finance andthe extent of nomgovernment schooling. The
three countries with high degrees df non-local finance (Abstralia, Italy and the
Netherlainds) have non-government primary school enrolments ranging from less
than 5 per cent to about 70 per cent. -Of the four jurisdictions with moderate
degrees of non-local finance, Florida and Germany ‘have very small non-govern-
ment* enrolments, while England and Ontario have quite important chuich-related
school enrolments. The regainder of -the countricsgnll have small or non-

cxistent non-government sectors, with a low level of non-local funding. The _

conventjonal wisdom is not supported, - : )
B. The country studies do not provide the data for testing whether, where
non-government  schools exist, the differences betweerr them and- government

schools "become mope attenuated as tht degree of non-local funding incroases.

But in any case it is difficult to conceive of -theoretical reasons Why this should
happen. ' - '

C. In all of the countties studicd there appears to be a ve\or{\l;igh degree

of uniformity of goverament schools from one local authority to andther. ‘A great
deal of this standardizatiop has its origins, no doubt, in the regulations.goverding

* the "employment. of teachers. Procedures for trairting, credentialling, and hiririg

teachers arc generally centrally prescribed, with strong effects on the way schools

in differént parts of a jurisdiction operate. In addition, sdme countries foster

even more uniformity by requiring a standard curriculum, common _textbooks,
and the like (for example, in Sweden and intie German Ljinder). But ‘even those
countries that leave greater formal autonothy in curriculum matters Yo-the local
authorities (for example, Canada, England and Wales, and thé United States),

‘have deyoloped a high degree of standardization in practice: Thus, within each |

country ‘there is relatively little variation in- government schodi styles to be
“cxplained” <in the first place. - R '

Buw whatever systematic differences in the degree of standardization .one
might detect from country to country-do not appear‘to be associated with the
percentages of non-local funding. Thus, compgrin;,‘ say, Australia.and England

~ _and Wales, quite different levels of non-local funding (and even ulte different
approaches to the administrative structure of education) are not at all reflected in

systematically differgnt degrees of government primary schopl standardization.
In both systems, although head teachers and classrapm teachers continue

to exercise very~important initiatives; their actions are fairly narrpiwly constrained.
by a common set of strong professional standards and community expectations.

Here, too, then we find that the conventional wisdom is not supported. ’
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Chapter Il

SUMMARY AND CONCLUSIONS

. S SUMMARY o

'

The "preceding report is based on a Scrieé of studies of the arrangements

used to finance pfimary schools in ten of the OECD member countries: Australia,

Caniada (province of Ontario), the Federal Republic of Germany, Italy, the; T

Netherlands, ‘Norway, Sweden, thc United Kingdom (England and Wales), the
Unitetl States of America (California and Florida), and Yugoslavia.
Chapter- I «describes in.summary fashion the -variety of approaches used

within cach of the ten countries to finance primary schools, and eonnects those -
approaches to certain’ key concerns of seducational finance policy. Chapter 11

iy

examines some of the relationships between types of financing instruments and

o key .policy concerns across the ten countries.

In five of the countries (Italy, the Netherlands, Norway, Sweden, and England

and-Wales) primary school finance is a concern of two levels of government: the

central and local (often municipal) authoritics. In Australia, local (municipal)

~ authorities. for education do not - exist, .so that' there also school finance is the

responsibility of .two levels of government—the state-governments (with the lion’s

... share of, the responsibility) and the Commonwealth government, “that provides
. both direct and indirect assistgnce. In the’ United States and in Yugoslavia three

n

oL

.

levels of government (federal,” state/republic, and local) are all directly involved -
in primary school finance. In Canada (Ontario) and the Federal Republic of -

. Germany, the two remaining countries, the prime direct agents of primary school .
. finance are the"provincesz‘bﬁhder and the localities, but the -foderal level plays
an indirect role via its various programmes of fiscal equalization among the . -

provinces/Liinder. . N o3
. Full central funding at ‘the state level is the hallmark of shool finarice in

. _,'Aﬁstralia. _Yugosla¥ia represents the other pole, with a very high® degree (70-

80- per cent) of reliance on local: sources of funds. The other countries are
ranged between these extiemes. In' general, the Netherlands, Italy and Sweden

“ * .present a picture of. relatively high {)roportions of central funding for schools;

the United. States, rather low centta funding.  In Ontario, provincial (central)

" funding has-become mor¢ and more impoftant in the last decade, and in*the .
. German Liinder, too, the Land authorities provide a very substantial (60 per cent

or more) share of the total costs of rimning the primary ‘sthools. In England ~ -

and Norway the sources 6f finance are, on average, about equally divided between

the central and local governments. = - , R

T ‘School finance is an ordinary and regular part of ‘general governniental

finance in all of the ‘countries, except Canada and the -United States. In these

¥
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latter countries local school jurisdictions are usually scparate, politically - and -
legally, from general local administration. Separate schoaol taxes ‘are.the rule and
the local achool districts do not usually receive financial support from the local .
government units. " ' : ,
‘In most of the countries (Canada, Germany, ltaly, the Nctherlands,yNorway, -
« Sweden, the Unifed States, and Y?:goslavia'e{ non-local funds are made '&vailablc
to help support the operations of local school authorities primarily through variops
« education-specific channels. In England, the central governmont makes a general
grant-in-aid to a local authority, which has substantial latitude in deciding how
. gencrously it wishes to support its schools, in compelition with the claims made -
. by other locally provided services on its revenues. Similar relationships exist
between the federal and state/Land/provincial authorities in Australia, Canada
and Germany. T )

Some countrics move beyond .cducation-specific taxation and intergovern-
mental transfers to systems of categorical aid. Thus, in Sweden, the central
governments assist municipalities in their school finance on the basis of a set of
tightly drawn provisions' related to distinct aspects of school operation and,
especially, to the costs of teachers’ salarics, The Netherlands, too, has a complex
set of categorical aid arrangements for calculating transfers from the central
government to the local municipal authoritics. In the United States, also, federal |
aid to the states for schog} purposes has been based on categorical grants, though

« » within the states non-categorical, education-specific transfers have been the porm.

Chapter 11" of the report ¢xplotes the relationships between funding arrange-
ments and three major policy conderns: equalization, locus of control, and diversity
of provision and parféntal choice of school. P ‘

Three principal approaches to cqualization are identified:

— ecqualization of tax bases to support education
-— equalization of per pupil or per capita expenditures
-— equalization of physical inputs, particu!arly teacher services.

. England and Wales exemplifics a system that focusses on the equalization
of tax bases. In Florida and Ontario, too, there is substantial emphasis in that
direction. The same is true at the federal-Land interface in Germany, at the
federal-state interface in Australia, and at the federal-province interface in Canada.

Equalization of per pupil or per capita expenditures is a fundamental aim
in Florida, and many United States and Canadian jurisdictions approach the
aim in part by mandating minimum (foundgtion) levels of expenditurc per child
enrolled” Othér countries approach the goal indirectly. For example, the effect

_of full state assumption of school.costs in Australia secems to have gs a by-product
a high degree. of equalization of per pupil expenditures. , ;
ualization of physical inputs, particularly of teachar sctvices, is the hall-
mark of school finance arrangements in the Netherlands and in Sweden. There aro
“also strong elements of this approach, in Norway, where the system goos beyond
mere equalization to achicve substantial compensatory effects for children in
+ isolated, rural and poor communes. . - -

-

T . " : , . " ! » )
LIMITATIONS: AND POTENTIALS

. :In the field of schoo! finance, this study breaks new ground by.gombining
a focus upon policy concerns with a comparative approach via ten coufftries. As

" far as' the present report i$ concerned, the authors are painfully aware of its
limitations. Questions concerning the true comparability of formally equivalent
arrangements that have developed in diﬁerem-ytiqnal contexts remain worrisome.

2
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Country study authors were not always able to fit their data gathering and analysis
into the agreed common framework that best suited the ultimate comparative
purposc. The authors of the comparative paper have, no doubt, been sometimes
ufaware of important nuances of meaning, misunderstanding the precise impott-
ance of a particular term, or phrase; and the sheer volume of data to be considered
must have produced some crror in the final instance. .

But, in spitc of these, and perhaps other shortcomings ggbc entire project
demonstrates that a comparative study of this kind is indeed Possible and that it
can produce some results of value: description of what exists in .ten countrics
by way of the many different financing arrangements for primary schools; classi-
fication of those arrangements and their association with certain major palicy
concerns: and the possibility of using the data assembled to (est the validity cross-

\\nmfonally of a aumber of commonly accepted gencralizations.

\

CONGLUSIONS

«

. In whateven particular terms it is fommlatcfi, equalization can be sticcess-
fully approached via $ither full central funding or mixed central-local funding,
given certain conditions. Full or necarly full central funding is an obvious option,
illustrated by the Australian and Netherlands systems. Mixed central-local funding
using catcgorical grants is another, especially when the support is dirccted toward
thedinancing of teacher costs, as it Germany, Norway and Sweden. And mixed
central-local funding using block grants can be arranged so as to have marked
cqualization cflects, especially where differences among localities in fiscal capacity -
arc low and/or the proportion of_gentral funding is high (for example, Florida,
Ontario and England). '

2. Many countries Jive improved outcomes in tenns of cqualization by
instituting changes of Tinphasis and intensity of financial assistance and inter-
governmental grants; they have not found it necessary to recast radically their

_# school, financing systems. Rather, a continuous process of reappraisal and modi-
fication of financing arrangements, to take acgount of shifting demographic patterns
and changing socio-cconomic structurcs, isic norm. While it is clear that none
of the countrics has succeeded completely in attaining the goal of cqualization
in all its aspecty, most of them have made considerable progress in their recent
past, without having had rccourse to measurcs that represent fundamental breaks
with traditional mades of financing schools. ¢ L

3. A corollary conclusion is that search for a “perfect” or “ideal” system
of school finance is likely to be not only unnccessary, but futile.. The very
varicty of school financing arrangdments that is obscrved lcads to a strong

s suspicion that there can be no one best way to organize these madtiers, and that
cach country has adopted its particular pattern of school financing as the result
of .a long ‘process of ‘adjustment and compromise to its particular national context
and to the major policy goals it has favoured over the long term. This conclusion

. tends to be reinforced when we recognize that some of the important goals sct

for a school finance system are likcly to be mutually inconsistent, at least over
certain ranges. Thus, cqualization goals may conflict with the goal of cxpanded
parental choice; tax cqualization and expenditure equalization may also be
difficult to achieve fully at the same time; and cfforts to achicve satisfactory
_levels of sérvice for those with special nceds may encroach on desires for greater
jocal autonomy. In such a situation, the “worth” of a particilar set of school
financing arrangements depends heavily on the _s€lative values placed on cach
of. the goals involved, as well as on the extcft to which a particular financing
mechanism_is able to promote them. " e
» ¢ -«
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4. Unitary states do not, ipso facto, attempy or achieve more equalization
than do federal countries.  Partly because school finance and cqualization
mechanistis are gene®ally more complex in the federal countries (if only because
of the presence of an. intermediate level of goverament), and partly beeause
federal countrics generally exhibit wider ranges of socio-economic  differences
within their borders than do the unitary states, it might scem reasonable to
suppose that unitary states attempt, and cven achieve, more cqualization than
do the federal stages. The tep countries in the present study comprise five unitary
states (England and Wales, Italy, the Netherlands, Norway, and Sweden) and
five federal countries (Australia, Canada [Ontario], Germany, the United States
[California and Florida], and Yugoslavia). Yet an examination of cach sot of
countrics does not reveal a relationship between type of political structre and
cqualization of school revenues or expenditures.

S. ‘The concept of cqualtzation has been broadencd in many Tountrics to
recognize that certain categories of children have handicaps that justify comt
pensatory, and not just_arithmetically equal, treatment. In terms of the financial
instruments used to satisfy this goal, two approaches were identificd and discussed:
the use of programmes of categorical aid, and the use of pupil-weighting systems.
Both arc in widespread use and cach has its particular set of advantages and
disadvantages. Categorical programmes tend 1o reinforce standard, often centrally-
devised and regulated, approaches to special provision. At some stages of
cducational development this may be considered an advantage, dt other stages
a drawback.  Pupil-weighting systems, on the other hand, tend to leave the
school-providing authority with more freedom of action, but they also bring with
them severe problems associated with the identification of children in need of
special services.  Such systems are also open to abuse if school authoritics scck
to inflate the number of children for whom they will “earn” larger- ‘weightings.

6. The proposition that a high degree of non-local funding produces a more
standardized, uniform structure of schooling or is negatively associated with local
antonomy wea ‘not supported by the evidence of the country studies. The mere
fact that )»K:c money is supplicd by one level of government to another devel
does not” guarantee that the grantor level will exercise more cortrol over the
activitics of the grantee level. _ : ‘

7. However, a corollary proposition, that the mode by which non-local

funds are made available will influence the degree of local autonomy permitted, -

is substantiated: Vor cxample, the greater the reliance on non-categorical modes
of funding, such as the use of block grants or service-specific non-categorical
grants (for schools, housing, or roads, for cxample), the greater the degree of
overt discretion enjoyed by grantce authorities. Conversely, greater reliance Qn
sategorical grants (for ‘teachers’ salaries, school ‘building construction, or school

_programmes for the disadvantaged), is associated with less local autonomy.” This

is explaincd by the nced to build regulatory. controls and limits into categorical
funding programmes that would otherwise turn into blank cheques issued to the
grantees. - - - - to

+ The report concludes that the erosion of locdlMtonomy, where it has ogcurred,’
has not happened as the result of deliberate moves on the part of either the local
or the non-logal authorities. Rather, ever higher levels of servite have been
demanded, at ¥l levels.of government, and the costs of provision have tended

" to outrun the localities’ financial powers.

Q

8. “The study noted that, in most of she countries, some public funds are

made available "dircctly to some non-governmept s¢hools.  In particular, the
financing arrangements :(lSCd in Australia and the Netherlands to support non-
government (mostly, Church-related schoajs are described, and are contrasted -

with arrangements in Ontario, where public money is not given to private schools, .
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but is available to both the non-denorinational public school system and to the
predominantly Roman Catholic scparate school system. It is probable that
provisions for supplying public. funds to non-government schools will support a
greater degree of diversity of provision and cffective parental choice than is the
case in countrics where such arrangements are Absent.  But, a concluding cross-
national analysis shows that there does not seem to be any systematic relationship
between the “standardization” of schools “provision (lack of opportunities for
parental choice) and particular aspects of school financing, such as the proportion
of non-local funding provided.
9. Finally, some countrics place a great deal more weight on financing
. instruments to “steer” primary &chool policy and administration than do others.
For cxample, in Canada, the Netherlands, the United States, and Yugoslavia,
financing mcchanisms play quite a large role in school affairs. In Germany,
Italy, and Sweden, less so.  But there are no clear correlates of this choice:
“preater reliance on financing instruments (as distinct from direct, detailed regu-
lation) does not appeur to affect systematically any important outcomes of school
padicy. : .

SUGGESTIONS FOR FURTHER COMPARATIVE Wzl('
FFurther comparative work dealing with school finance would scem to be
justificd, and threc main approaches, at least, arc worth constderatipn,
First, there is the possibility or replicating the present project forfiother

sector of the school system, for example, secondary schools, vocational schools, or

“pre-school institutions.  Such a study might well be of value in its own right, as
well as serve to validate  the approach used here, . .
Sceond, the importance of teachers™ salaries in school finance is obvious,

and we have noted that in some countries the reimbursement (or assumption) of.

teachei costs plays 4 major role in the system of school finance. A comparative
study that examined theyconsequences of basing school finance on- teacher cost
reimbursement or ussum&:tim might have quite substantial policy implications,
as well as serving an important informative function. 7 -

Third, the present report deals in a somewhat summary manner with some

aspects of financing schooling for children with special needs.  This topic requires.

rudicular attention, and comment here.  The present report pursues at greater
ength three approaches to cqualization—of the tax bases for education, of per
capita expenditures and of physical inpwts such as teacher services. However,
such measures fall far short of the demand to provide an cqually effective education
for all the different and often gréater needs of .many groups of children. Thus,
along with general measures, including financial ones, aimed at equalising. oppor-
tunity governments: have also increasingly provided extra resources for children
with special nec®. A number of countrics view the demand to continue in this
direction as the current major challenge to natiohal educational policy, and a
comparative study that took this as its central theme could be of greatest utility
at the present juncture. . v T
‘However, the present report well illustrates that the value bf an inter-country
study lics in the opportunity it affords to deal with underlying principles. Thus,
.while a ‘general notion of “handicapped” is often used to define’ children with
special educational needs, this term should be recognised as an aspect of a more
general differentiation among school populations, The general principle is that
policics are being directed toward school populations which ar¢ differentially
- recognised for educational purposes and for whom higher levels and different.
modes of financing arc required. A whole range of school populations, however

o
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they are delineated by country authorities, according to various social, cultural,
linguistic, racial, ethnic, geographic, physical and mental characteristics, are the
subjects of special educational attention. A new comparative study could uscfully
follow the precedent established in the present report to examine the general
principles in this field in which policy is related to finance. '

Finally, it has been recognifed in this report that financing instruments may
not of themselves be the major means for effectuating policy but that they may
provide a key element along with other instruments in the larger organisational
context. Therefore it is suggested that.in future enquiries this organisational
cqgtcxt be made more explicit.
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