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1. BACKGROUND AND OBJECTIVES

In Hungary the organisation, funding and possilllanges of the public local governmental system (a
local governmental system) has been a debatedsgsteethe major changes in the political systeotal
governments have been playing a very importantegfi@ role in the national economy especially in
elementary education, health care, local and redidevelopment, moreover in the development oflloca
and regional economies. These areas have oftendogiersed, especially at a domestic level, howeve
the quality of elementary education has been eteduaternationally as well. Earlier objectives and
reforms have not been realised yet despite sexesahrch projects, action plans and programmeshwhic
have been elaborated and supported by calculafidres failure of reforms can be explained in several
ways, eg. a global approach regarding the statgdiudas missing from the plans, therefore it was no
clear from what sources some missing income coellduzigeted for. The “holes in the financing system”
resulted in resistance of local leaders and std#éerw towards any kind of reforms, consequently the
present day local governmental system was forged/€ds after the regime change, which can be
criticised in many ways. As Attila Agh puts it,is a “container of conflicts”. This container hdmast
been filled when the new structure was implemeptazh at the beginning of the regime change, however
it is very saturated owing to the continuous ddiega of tasks. These tasks mostly meant assigrsment
which could not be centrally resolved, as they wdwdve been objected to by the general public. Mbst
the tasks obligatorily conducted by local governtaepelong to this category. After all, the task has
remained undone while local people resisted, thg dmange is that the local governments have td dea
with the situations by any means instead of thallgovernments. The result of this weird situai®the
deterioration of services, indebtedness and hopefsl which can characterise the majority of
approximately 3,200 local governments. The Hungaligcal governmental system can be regarded as
unique, since it is a kind of alloy of the Meditamean and Scandinavian models and as such it empowe
a wide range of local governmental authorities @iile whole system is financially dependant on the
state. In the course of years, the percentageaté §inancing has been decreased in both its rehl a
nominal values (it has been proved by several esmag research projects), on the other hand, thsimgi
percentage cannot be financed for by many settlesnaa they do not have a relevant income froml loca
taxpayers. Mainly small settlements are hit in laedest way, where the situation is even more afuci
due to the missing financial resources financedhaytaxpayers and which can be used for managing
unemployment, social benefits and daily operatiansluding the educational system.

Inappropriate management of local governmentaledutias caused several problems. Continuous
delegations of tasks leading to new laws and dedrege made the system completely unclear, whide th
local governmental law only refers to a few as gddlory. One of them is the provision of primary
education. The main purpose of my research ig#b with the background, financial situation ashasl
priorities in the affecting factors of this taska® there has been a growing demand for such serinc
even small settlements so that women can keep jttesrand go back to work when having children. |
will not be dealing with secondary education inadlefirstly because it is not an obligatory taskcondly
because of the high proportion of non-governmesgalice providers. At the same time it is important
note that because of the lack of the financial suppf the county more and more local governmeaniseh

to maintain secondary educational institutionsriteo to serve the needs of the public in a bettgr. w

In my view primary education is a key strategictsem every settlement and country. Without adsoli
foundation neither the secondary nor the tertiaycation can function well. Apparently studentsen&

be taught to write, read and count perfectly welel@mentary schools, and not at secondary schools.
Unfortunately, the results of various internatioaatl national surveys prove rather the oppositedesits

are performing more and more unsatisfactorily, irangn cases the lack of basic skills reach
unprecedentedly low levels, which is further detexied by the inappropriate situation of teach&es.
sound out all the reasons and factors in the badkgtis a quite complicated and complex procesghwh

I will partly be focusing on.

Due to the above-mentioned factors the financisisgrwhich broke out in 2008 and has made a very



detrimental effect on the whole world, has causgoeat number of problems for the local authorjties.
Owing to the decrease in state finance the majarfitiocal governments had accumulated huge debts,
which were used for both developments and theirasjpms. Because of the rise in credit costs some
local governments had faced crucial financial peaid. In their cases the only resolution for costhoy
seemed to be either a decrease in the range a€¢ssiwr the drop in their standards. Usually thet itep

is that local governments give up the developméthainfrastructure in their settlements, therytheen
cease providing for their institutions. Some of #mall settlements do not have their own general
practitioners any longer, let alone their kindetgas or schools, which logically further increases
problems in a village or little town by their natibg able to prevent their youth leaving for a dxelitving
while they would be the potential taxpayers in fim@ire. During my university and PhD courses | have
been focusing on the challenges that the local gowvents have been facing, which have been voiced by
the local leaders in various studies, interviews/el$ as conferences.

All these have made it obvious for me that the whadmost 20 year old sector, just like a young qers
about to choose its career path. Out of all thedatomy tasks conducted by local governments | have
selected education for my study because in my opittiis is the key factor that can help us catchvitip

the European Union and face the challenge of tlobadl competition. Unfortunately, according to
international surveysHungary is not doing very well recently. As | sigeit is too late to start the
development of human resources at a workplaceiafgreducation should not be used for it eithet, bu
primary education, as without appropriate funding kind of development may easily end with a fiasco
The primary actors in the reinforcement of elemsnteevel education are undoubtedly the local
authorities, since the foundation can only be mswlg due to the tasks represented and conducted by
them. In my dissertation | will be focusing on thddeas, while also dealing with the factors inaloc
education policies, the local aspects of financeducation as well as the recent problems in the
management of education. See the figure belowhitheoretical complexity of my research.
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! Primarily based on PISA test results.



During my research in connection with the local edional system | carried out an analysis of
educational services, local tax system and defrastructural background and development as well as
problems with the system based on the kind ofesatht, number of inhabitants and children involwved
education. | have set the following objectivesrgfresearch:

0.1

0.2.

0.3.

0.4.

0.5.

Based on
H.1.

H.2.

H.3.

H.4.

H.5.

Based on questionnaires, | will point out the pties in deciding factors in local educational
policies and its complexity as well as the facfailng into the same categories. Furthermore,
I will deal with the problems of the central educaal policy and Hungarian state education,
furthermore with their evaluation by local authiest

I will examine the changes in the financial sourgeseducation in relation to the type of
settlement, the number of inhabitants, the ratikimfiergarten and school children. | will point
out the complexity within educational financing aathlyse the infrastructural background of
the educational system, as well as the planneatsswf development in the various segments.
I will survey the potential and planned supply oaglising steps and their realisations in the
local educational systems. | will also be dealinghwthe connections between supply
rationalising and the characteristics of certaitlerments.

I will describe the taxation system of local goweents as well as the connection between
local taxes and local educational financing. Il wKplore the most typical uses of local taxes,
the objectives and the internal system of the varizses of taxes.

I will map out the indebtedness of local governragat well as the composition of debts and
its changes in the future, in connection with tharacteristics of settlements. | will explore the
typical features of the indebtedness of local gowvemts in relation with each segment and
will point out how they determine the charactetsof settlements.

the objectives of my research | have ftat®d the following hypotheses:

Local governments in villages and smaller settlasdand to use state funds to a greater
extent in financing education, since they havetiahiresources and income. On the other hand,
those local governments which run institutions vgtkeater budget, can afford to spend more
on individual educational tasks, therefore theaasing number of self-maintained institutions
results in a decrease in state funding.

The education financing structure of settlementsoisaffected by the number of kindergarten
or primary school students in a settlement, bdtterathe number of population, which means a
local tax base at the same time. Among domestiteseints such a segment can be identified
which plays the role of a regional centre. It haniddle-size population (between 10,001 and
15,000 people), most of the institutions maintaine@dssociative forms can be found there,
after the small settlements it has the highestahttate financing in primary education while
in such a settlement spends relatively little fitggrown financial resources on local education.
Due to their difficulties in funding, local govermmts intend to use external sources for
infrastructural developments, while this intentisrindependent of both the situation of local
authorities and the number of population.

In the local governmental educational services tdieom and mid-term planning is quite
typical, which means that they are determined lgy kimdergarten as well as the primary
school population at the expense of parental demand opinions, as well as employment
figures. The bigger and therefore more financigbwerful local governments can validate
parental opinions and demands in a more efficieay when it comes to organisational
decisions. They can also contribute to teachenitrgiand can make a greater contribution to
financing education.

According to local governments the reforms in pryneducation have not really improved the
situation of funding, which can mainly be seen wlitoomes to the evaluation of public
education and the proportion of expenses coverahyatives.



2. RESEARCH MATERIAL AND METHODOLOGY

The basis of my dissertation is the experienceltbathered as a recent graduate while | was wgrésan
educational consultant for the local governmerabas (a small town South-East of Budapest). Dumngg
work | had the opportunity to have an insight iettucation management, daily decision-making pr@sess
and funding difficulties of local governments. Tteoretical background of my research was proviged
my PhD training, and later when | conducted my aes® whose results | regularly published in pecal$
and presented at conferences. This was mostly dagpmesearch, while | did primary research chigily
small villages because of the higher level of hdhpfss of local authorities there. This research the
foundation, which was consolidated with qualitatdata pooling and interviews. In the beginning rrieal

out a good number of deep interviews with sevem@ars, notaries, educational consultants and eidneat
personal assistants. The information gathered gutitese interviews have helped me work out the
methodology of quantitative information poolingetbhompilation of the interview questions as welllzes
consolidation of my hypothesis. The interviews weasically rather informal talks, and as such theywed

a good chance for me to familiarise myself with teal challenges which local authorities face dytimeir
daily operations. | conducted interviews at theiteigg of my research, before compiling the questaire
and also in the closing phase after the evaluatighe results in order to justify the conclusiainawn.

The second part of my dissertation, which was #weew of professional literature, was conductedwiite
methodology of systematic research, during whiskutied both the basic and up-to-date literatuitgchv
helped me draw a picture of funding and primarycation. Then | was dealing with classical economic
literature focusing on the given sectors which fohe theoretical frame of operatiéng/hile processing the
professional literature | was mostly concentratimgthe economic background in order to provide adgo
enough theoretical grounding. After this | contidugith the presentation of the results of my resear
During my research my main objective was to creagample based on a great number of questionnaires
suitable for the characterisation of the sectorictvimay represent the situation of the local gowemntal
sector regarded as basis.

My quantitative research was based on the natiasidvey which | carried out in the spring of 2009.
edited a pre-tested and standardised questionaadedistributed it. Because of the diversificatmfthe
sample the questionnaire does not include any gpestions, which the respondent can answer witin the
own words. Therefore, the questionnaire exclusivapsists of closed questions, which means that the
respondents’ task is only to select the best arssalezady provided for them by the researcher, hwhiakes

it simpler to evaluate the answers. | used thisstomenaire to analyse and present the local aspfect
educational services, thus the “results”, party/ idssults of the research reflect upon the opinddribe local
authorities. In these views there are several stibge elements, due to which there may be some
contradictions between the central and local eduaalt policies and financing. While compiling the
guestionnaire | focused on the main topic of myelitation and tried to prevent raising issues wiiohld
have discouraged or stopped the respondents toearieem, in addition, | also avoided those question
which could have been disadvantageous for the esigriaterests of the authorities.

The questions in the questionnaire have been divitle four main grougs The fifth group of questions is
added to the fourth one, and it intended to de#d thie legal situation of local governments, ad aelwith
the population-kindergarten/school children ratibe first group of questions are about educatisaalices.
These questions focus on the institutions maintainethe local governments, the forms of supparbfoer
(non-local governmental) service providers, thdetgrof educational funds, the state of infrastuoet the
possible funds for modernisation, the prioritiedarftors in education management, as well as ofutiee
intention of the rationalisation of the range ofvémes and how it will be executed. The second gdesls
with funding, primarily on local taxes. In this pdéine present and future local taxes as well as tises are
surveyed, in order to evaluate the relevance ofligh education with local taxes. The third partoals
examines the funding of local governments, andiwithis topic it deals with the indebtedness whiakans
an increasingly crucial problem these days. Herencentrated on debts, their portfolio, as wellheslocal
governments’ intention of using external funds e tfuture and its timing. The fourth part of the

2 | was dealing with the theoretical and econonaiotexts of the sector in the part titled the ,Rewief Professional

Literature”, while | was focusing on recent issuethe second part of the chapter.

®  The questionnaire is included in dissertatioAppendix M.2.



guestionnaire is basically a list of statementsctvinefer to management and the operation of theagidunal
system.

The respondents of the questionnaire were guairdemplete anonymity in order to make sure their
sincerity and willingness to answer the questidine respondents were only asked to provide theviirig
information about themselves: legal status, thetmmof population and the number of children atiiegd
kindergarten and primary school, as these are pedsable for the analysis. During the samplinghef t
research | applied the method of quota based aumssiampling, which means intended selection, hewev
the sample still reflects the division and représtivity of the basic majority. The main characsdd of
guota-based sampling is that the questioner hamtotain a quota based on 2-3 issues. In my case tiwo
characteristics are the legal status of the setttérand the number of population. These two charnatts
are apparently available in relation to basic nigjod did not find it necessary to include the rthi
characteristic in the quotas, which is the proporif children, since the number and ratio of kngdeten
and primary school children cannot be preciselyngeff in the settlements. | regarded the local gowents
of 3150 settlements as basic majority, therefoeertsearch is intended for 315 local governmentsind
planning | took the local governments’ willingndesesponding into account and | also those quesdioes
which are faulty or cannot be evaluated. When diegidn the sample | wanted to provide a represeittat
based on legal status and the number of populdtidid. not plan to involve any municipalities oretlocal
governments of districts, because these figureddvoave distorted the results due to the great rurob
their institutions. During the analysis | did n&gard those settlements in the basic majority Evast
whose population does not reach 500 as such villageally do not maintain schools, therefore thmepsa
only contains local governments of settlements withre than 500 residents. The composition of thepsa
is shown in Table 1:

Settlements Cities with country rights
Composition of Composition of Composition of
Population Basic majority sample Basic majority sample Basic majority sample
between number % number % number % number % number % number %
501-1000 680 37,14 69 35,38 - - - -
1001-5000 1103 60,24 | 119 61,03 55 20,07 11 19,64
5001-10000 46 2,51 6 3,08 101 36,86 22 39,29
10000-15000C 2 0,11 1 0,51 50 18,25 11 19,64 - - - -
15000 above - - - - 68 24,82 12 21,43 23 100,00 5 100,00
Osszesen 1831 | 100,00 195 100,00 274 100,00 56 100,00 23 100,00 5 100,00
Table 1.

The composition of sample and the basic majority
Source: own research in 2009

| conducted the research in two phases, which gesta phase which could be called zero phase. ldwou
like to outline the process of research as follows:

FO.Phase a. In this phase | made interviews with the leaderdoohl governments and
office clerks in order to formulate and finalise timain areas and objectives of
my research.

b. | prepared the questionnaire based on the intesviivd determined the four
main groups of questions.

c. | sent the questionnaire to the Association of Hui@n Local Governments
which contributed to my efforts by issuing a letérecommendation.

d. | carried out probationary interviews in 15 locabvgrnments, whose
experiences helped me to amend the questionnaire.

F1.Phase a. The finalised questionnaire was e-mailed to evemall government (first
round of mailing), being aware of the willingnesklocal governments of
participating in such surveys. | used the data lmdsne Ministry of Local
Governments for my mailing list. One part of théleements of between fewer
than 500 residents (approximately 100 local govemts) replied to my e-mail
within 3 days indicating that as they do not opegaty educational institutions
in their settlements, thus they could not respaorith¢ questionnaires. After the
first round of e-mails | received 98 questionnaindsch were properly filled



and could be evaluated.
b. During the second round of e-mails | selected thosa governments which
— had a population of over 500 people,
— maintained educational institutions either by thelwes or together
with other settlements,
— still had not filled the questionnaire.
| e-mailed the questionnaires personally to themes of the settlements. In
this phase altogether 158 questionnaires wereneduthus | arrived at having
257 local governments to be included in my sample.

F2.Phase a. | conducted pre-planned interviews with the leada&frsettlements such as
mayors and notaries, also with professionals takpagt in education
management, office managers and department headsyelh as financial
managers in order to justify my results.

b. This was followed by the coding of questionnairad ¢e validation of data,
during which | applied the following programs: SP&Satistical Package for
Social Sciences) 14.0 and Microsoft Office Exced20

c. The final phase of my research was the evaluatioth® results, which is
included in the chapter titled “Results”.

Within qualitative research and with the resulthia phase closing the research during deep intesvievas
looking for information that | was not asked fortive questionnaire. Since the questionnaire ontlydhased
guestions the respondents had no chance to sker@dénsonal opinions in connection with local eatianal
service provision. The interviews took 1-2 hourd amised questions which contributed to a better
understanding of local education management. Dutiivegresearch | asked for such information in the
guestionnaire which could quite obviously be givEhe primary issue for me was to find out inforroati
which | could not get hold of during my primary easch and which could be illustrated well with figsi
and tables. My further objective was to point ooternal connections which are very dominant in
educational service provision. During quantitatiesearch, when analysing data was based on diserip
statistics, | calculated average, standard andivelatandard deviation. Besides descriptive diedisl
carried out the following statistical examinatio@s:ccross-section analysis during sample analyatpif
analysis, variance analysis as well as Chi-squests.t



3. RESULTS

After graduating from university | continuously limlved up the current situation of local governmentish
special attention to education management andrigndi

| also compared the chief indexes in domestic dthrtavith the international figures, while | revied the
advantageous and disadvantageous features of dogafnmental systems of other countries in detil a
well. In this chapter | am not dealing with thes®lyses or conclusions, but those results whadntluded

in the spring of 2009 with the involvement of 25&dl governments. | carried out the examinations in
several dimensions with regards to the given qoestidepending on the legal status, population,
kindergarten or schoolchildren. This chapter ofdisgertation focuses on the results of this analysi

In Hungary public education funding is providedailgh different channels. The funding channels aan b
divided into two main groups: the majority — in geal — is provided by the state while a smallepprtion

is made up by local governmental funds. State fumi approximately 40-70% (ASZ, 2008) and is nyostl
dependent on how much a local government is aldpénd per child, that is how great are the inconfies
given settlement and how the service is providgdadflsn institution or association). | would like tietail
this in the following part. During my research ked the respondents to divide a 100% in relatioth&
funding of each educational institution among sfatels, own funds (loans, issuing bonds, local spead
other fund$. | conducted a complex analysis of the connectiam®ng state funding, legal status, the
population of settlements as well as the ratio iodé&rgarten and school children by using descmptiv
statistics, cross-section analysis and Chi-squieais.t

Infant’s Primary Training Vocational Grammar
nursery Kindergarten school college school school

N = 250 N = 234

State funding 63,72 | 16,63| 62,29| 16,60] 60,89| 15,26] 69,16| 13,07] 71,69 13,58]| 74,26/ 15,36
Own revenue — credit 2,30 | 7,88 2,28/ 851] 2,35 8,26] 1,80 4,97] 1,73 | 4,89 1,11 3,20
Own revenue — bond 0,00 | 0,00 0,000 0,00f 0,00/ 0,000 0,00/ 0,00 0,00 | 0,00 0,00/ 0,00
O EES bl REvEs 21,61 20,45 17,58] 19,36 18,76 19,57 10,48 10,33] 13,12 | 11,04 15,93| 15,60
Other 12,37| 16,58| 17,60| 18,89] 17,88| 18,88 18,56 17,54| 13,46| 15,25] 8,59| 11,30
Table 2.
Average and standard deviation of the sourcestcabnal funding according to institutionsl = 256

Source: own research, 2009 (measuring level: satide)

Based on the table above a sharp borderline cairawen between the two educational le¥eWhile in
primary education (infant’s nurseries, kindergastamd elementary schools) state funding always iresma
below 65%, in secondary education (vocational sish@econdary technical schools, grammar schots) s
funding may occasionally exceed 70%. As it canrtjdae seen from these data, local governmentsado n
spend their income from bond issuing on educatifurads at all, which is not surprising if it is &k into
consideration that such incomes — due to their lagiount — are rather used for developments. The
difficulties in local governmental funding are fgirobvious, too, since on average 2.5% of education
expenses generated in primary education are comrddans the local governments take out. Thera is
sharp dividing line, though, between primary andoselary education when it comes to loans, as 1,8% o
even lower of the latter ones is funded by loare funding structure shows a much variable pictuits
legal status, population and institutions are exeui.

The settlements in the samples in connection wdtictational funds can be divided mainly into threaugs
on the basis of the use and ratio of the funds.allzee-mentioned groups are the following:

Other sources mean various types of funding, tilmmaas well as the incomes of the institutions.

Only those respondents are included in the tahieh in fact run educational institutions. N =thumber of those
local governments where there are at least onleeogjitzen institutions.

The structure of funding secondary schools caseles in Attachment M.17.

In the further points of the chapter my staterseme based on those samples which run the instituthemselves
or in association with other local authorities. fidfere a sample always refers to those who mairtteéngiven
institution.



— One group of settlements is made up by those lpmatrnments which are able to fund the missing
financial resources in primary education using rtleein funds. These are the “more well-to-do”
settlements, which can provide reasonable fundedoh student.

— Although the second group of settlements wouldlide 8 contribute to the state funds, they do not
do it despite their being in possession of the s&ay fund for settling the expenses, consequently
they claim a greater proportion of state funds.

— The third group of settlements might have an indenof contributing to the state funds, however,
they are not in possession of the financial meares td their economic situation and potentials,
which results in a higher rate of state funding.n§smuently, this group contains settlements
(primarily villages) with smaller population.

In addition to the above-mentioned it is not sugob be ignored that there are different costanhing
infant’s nurseries, kindergartens or primary schodasically this can be calculated in the ratio of
children/teacher, children/class, or children/adlassr and also children/school. These differences ar
obvious when we compare groups based on bothléggil status or their regional characteristics.

3.1. Funding infant’s nursery school education and its connection with local
governments

Kindergartens can boast with the highest funditgsraf all the primary educational institutions.lYDh4%
of the settlements in the sample run their ownnit$anurseries, which is due to its financial burde well
as the changing demands. On the other hand thertgposed to be a rise in the number of infant'saries
owing to the shortening of GYED (a kind of mateyratlowance) and the obligation for settlementwiite
population of 10,000 to provide nursery school adion. However, local governments will not be atde
fund it by relying only on their own resources,eafall it is unavoidable to raise the funds neefdedhis
purpose. It turned out during the interviews that managers of the settlements would prefer taqydedethe
maintenance of these institutions to other serpi@iders (civil organisations, natural persongyneenic
associations). Examining the funding structweinfant’s nurseries it can be concluded that the relative
standard deviation of state funding has a stronktility (26%) regardind the filtered sample of
governments running their own or joint infant’s senies, which can be explained with the differente
funding structures of settlements. The relativedaad deviation of the next three funds can be évginer,
which means extreme fluctuation.

100%

0%

W State funding @ Own revenue — credit @ Own revenue —local taxes W Other

Figure 2.
Funding structure of infant’s nurseries accordimghieir legal status, number of population andratichildren
Source: own research, 2009 (level of measurematib: scale)

Funding structure may mean state, credit or loads or other funds.

infant’'s nurseriesnaintained by other institutions are not includedhe sample, as local government could only
provide occasional financial support for them ahd local governments could not have access to &iatis to
provide the given service.

9 state funds provided for kindergartens can vatyvben 20 and 100%.

9



Based on the above-mentioned it can be stateckithdérgarten facilities use a wide range of furitise
groups based on the three characteristics are Ighdigtinguishable, there is not really much simfia
between any groups. The structure and ratio ofduamet the relative standard deviation of funds tsia
reflection of the situation in local governmentsHongarian settlements, as they are variable affereint
from each other. Furthermore it can be statedstaae funding is the only factor — even if to Hdiextent —
which has some homogeneity based on certain chainglements. That is why | was examining the
connections in state funding based on the abovdiomen characteristics of grouping. | applied cross
section analysis to show the connections, thusivet at Pearson’s Chi-square test (p), as wethas/alue

of corrected standardised residua. (AdjR).

Chi-square value

state funding and the number of the population
state funding and the legal status of the settlernen
state funding and the ratio of the school agedioil
Table 3.
The values of Pearson’s Chi-square test regartimgtate funding of infant’s nurseries, the legaus of settlements,
as well as the number of population and the rdtichddren, N = 46
Source: own research, 2009 (measuring level: ndragze)

As the values in the table above show the statdirfignof infant’s nurseries can only be relatedhe kegal
status, there is not a statistically verifiablendigant connection with the number of populatiordahildren,
therefore regarding the value of these two factbies hypothesis of independence can be accepted.

3.2. Funding structure of kindergartens and its connections

Kindergarten education means a priority in fundiag,98% of the responding local governments have at
least one own or a joint institution. | examined tlinding structure of kindergarten education —ilamy to
infant’s nurseries — based on filtered samplesonly involved those responding local governmentsny
survey where there was at least one own or joioggrated kindergarten. After all the filtered saenpl
consists of 98% of respondents which means 25Q0es®ts. The high ratio proves the priority of
kindergarten education. During the interview it veggparent that local governments tend to maintaair t
own kindergartens, so that the settlement can bpdpeir own kindergartens, even if it costs thelotand
influences the budget a great deal. The main reissitrat the leaders of the settlements would tiikavoid
further burdening families, since it firstly meaadra costs for families (eg. maintaining a can tloe other
hand it is very inconvenient (have to rise eatfgyvelling to and fro). State funding in kinderigar
education is similar, however, it represents a mmnalalue than in infant’'s nurseries. A loan fuisd
unavoidable in this situation, however its propmitis ignorable, it amounts to only 2,3%. It isuattier
interesting fact that the average of the samptbas approximately the same percentage of locastand
other incomes are used for complementation. Weseara similar situation at primary schools.
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Table 3.
Funding structure of kindergartens according tdir legal status, number of population and ratichifdren
Source: own research, 2009 (measuring level: satide)



The funding structure of kindergartens analysedaicg to three main factors the same conclusionbea
drawn as about infant’s nurseries. The differenndanding structures reflect the heterogeneity aadety

of Hungarian local governmental systems. After eeing the funding structures | compared the state
funding of settlements with grouping charactersstiehile |1 converted the previously applied ratals to a
nominal one. | accepted or discarded the hypotl#disdependence based on Pearson’s Chi-squanegtest
values.

Chi-square value
state funding and the number of the population

state funding and the legal status of the settlémen
state funding and the ratio of the school aged agn
Table 4.
The Pearson’s Chi-square testing values in cororeetith kindergarten state funding, , the legaiustaf settlements,
as well as the number of population and the rdtichddren, N = 250
Source: own research, 2009 (measuring level: ndragze)

The hypothesis of independence based on PearshirsgGare testing values can only be accepted én on
case, which is legal status, when p = 0,179. Wigards to the two other examined characteristeetls a
significant connection between state funding anel ttumber of population and children. In case of
kindergarten education there is an obvious conmedbietween the proportion of state funding and the
population number of the settlement based on thies@rare testing values since p = 0,037. The two
segments with the highest population cannot beactenised because of the low number of samplegdbas
on the corrected standardised residuum value, henvavthe first three categories the internal emions
are obvious.

3.3. The funding structure of primary schools and its connections

Primary school education similarly to kindergartesucation is an area of key importance in the value
system of local governments. However, in this dasee is a higher percentage of those settlemehitshw
jointly provide the necessary funds for their piynachools. In addition, there is a greater vgriet
primary schools, since there is a higher proportbrelementary schools which are maintained byl civi
organisations, churches, local governments of thimties, as well as central organisations. | cotetlithe
analysis of primary education — similarly to thelgsis of nursery school and kindergarten educatiased
on the samples regarding the local governments ¢orraore) which maintain them. The filtered sample
includes altogether 234 local governments. It wagagent during the interviews that the leadershef t
settlements do their best to run their primary sthéocally. Even if it is not possible to sust#ie whole
school, they insist on maintaining at least thagusection locally, so that both the parents dmdhildren
can be in a better situation. Primary educatioegarded as a strategic area as the quality ofa¢idacat a
primary level is considered very crucial regarding future studies of a child.
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Figure 4.

The funding structure of primary schools accordimgheir legal status, number of population antrat children
Source: own research, 2009 (measuring scale: sedile)

The trends in primary education funding structuaes more or less the same as those of creches and



kindergartens, however, the average figure in $tatding is the lowest in this case. While theesfainding

in infant’s nurseries amounts to 64% on averagekindergartens it is 62%, this ratio is below 61% a
primary schools. In primary education state fundiaating to relative standard deviation is 25% jolh
shows that there are a lot of differences in thepta, however this value is the lowest comparedh wie
two other values. Based on the results it can Ineladed that the disparity in primary school edigcats
not as significant as it is in kindergartens. Ferthore, it is a unique phenomenon that local govenis
use state funds more efficiently when they finaadacational purposes, therefore the sample seetns to
more balanced than at the previous levels. Singilarithe previous chapters, | also analysed th@ection
between state funding and population. Based orCtiiesquare values it can be seen that there is amty
population in which the hypothesis of independerarebe discarded.

Chi-square value
state funding and the number of the population p = 0,003
state funding and the legal status of the settlémen p =0,229
state funding and the ratio of the school agediodil p = 0,075
Table 5.
The values of Pearson’s Chi-square test regartimgtate funding of primary schools, , the legatiust of settlements,

as well as the number of population and the rdtichddren, N = 234
Source: own research, 2009 (measuring scale: nbsuiate)

It can be said in connection with the three leurelgrimary education that the thirty-three segméuatsed on
the three populations there is only one which aandgarded as homogenous considering the partiatial

of its state funding. This is the segment of tovaiscounty rights in connection with nursery school
education where the relative standard deviation®asBesides, there are five such segments whisevee
standard deviation shows an average variabilitpll the other segments have a relative standaxdation
over 20% regarding state funding. These charatiteriprove the great level of variability and dispaof
local governments. This result supports fully thiatement according to which the Hungarian local
governmental system is able to produce as manyrpitas many local government there are.

Based on these data it can be stated that theegtedisparity in the funding structure is due te th
differences in population number and legal stahessample as a function of children ratio seentsetmore
balanced. This is due to the differences in taxime capacity. Cities, towns and settlements wittigher
population accommodate more local businesses, wdoolsequently means a local tax base and more job
opportunities, which increases the local tax incoffibese settlements can offer more local financial
contributions, in contrast with smaller settlemehithen examining the population, the group of egtédnts
with 10,001 and 15,000 people proves to be outsignavhich has above average state funding and loan
while its tax income and other sources of educatitunding are below average! These are the sedtiésn
which jointly maintain their institutions and besauof their sizes they become the centres of aineatea.
This means that their institutions provide eduaatiot only for children from their own settlemebts also
from neighbouring villages. This fact itself recqggra more efficient use of state funds.

In the event of those settlements which do not hheg own funds or the funds are not enough, imyna
cases the rationalisation of the selection of ses/imeans the solutidnwhich in many cases means joint
educational services, or in the most extreme o&sests in the closing down of the institution.

State funds seem to be used in the most efficiayt by villages. This way they need to spend lesallo
taxes on their educational services, which is tige versa. At the same time towns with county t$gdre
never made to take out loans to provide educatiseafices, since their local taxes supply enougkigufor
them. Based on the above-mentioned, it is intergghat the settlements which own and maintain reg¢ve
institutions are more generous regarding their $ufidhis is especially true for the population betwé,001
and 10,000 people as well as in settlements ofdmtvwnore than 15,000 people. These figures casdmk

to verify my hypotheses H.1. and H.2.

™ In creches the group of settlements with the fadjmn of 10,001 — 15,000 is 12%, in kindergarteluaation it is

16%, in elementary school education the segmenbbwhs with county rights is 13%, the segment witle t
population of 10,001 — 15,000 people is 16%, wthike group of those settlements over 15,000 pempleunts to
13%.

| will be dealing with the rationalisation of tiselection of services in detail in the remainiagtf my
dissertation.
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3.4. The use of local taxes and its background

In the following chapter I deal with the variouses®f local taxes. | requested the local governsnengive
a score from 1-5 to the following uses based oir thgportancé®, whose results can be seen in the table
below:

standard

average o
9 deviation

Funding investments and renovati 3,4% 48,4¢
Self financing calls for proposals 3,43 51,48
Funding operation 3,39 44,85
Funding education 3,32 46,80
Funding culture and spt 2,2¢ 57,9(
Credit repayment 2,10 83,09
Funding health care 2,07 63,01
Funding economic activities 1,75 72,81
Table 6.

The uses of local taxes, N = 256
Source: own research, 2009. (order of importanbased on the average order of importance, meassealg: interval scale)

The settlements have a wide range of the usesdbtial taxes, which is also proved by the higluealof
relative standard deviation. In every use the sanghlows extreme fluctuation, since relative stathdar
deviations are over 30% in every case. In the meimgipart | will not be analysing relative standard
deviations any further because of the above-meatidacts.

Villages use most of their local taxes to covelirtiogvn financial contributions to other funds tayeeater
extent than that of the sample population. In tlase it is of primary importance to provide theaficial
background for the operations of the settlemenpsehaverage value is also high and above the avefag
the sample population. In our case financing retioraand investments only takes the third plactnenlist,
however, it is still above the average. Fundingcation takes only the third place with the averagieie of
3.41. The importance of this purpose is above tieeage, therefore villages rather spend their ltoads on
funding education than the rest of the sample m@djoui. Another essential difference is that edoceis the
most highly ranked among villages especially if seepare them with towns and towns with county gght
Villages spend their local tax income on fundingreamic activities and health care to the leastrexiehe
most characteristic ways of funding in towns areiolisly paying own contribution to other funds and
investments, however, both tasks have a value btHevsample average with regards to the segmeet. Th
provision of educational services ranks the thiadeal on the average value (3,09), however, thisevial
way below the sample average. Similarly to villagaading economic activities and health care flooal

tax income is the least characteristic of this sagmrowns with county rights mostly spend theaalotax
income on financing the operational activitiesh## settlement. The average value of this still da#geach
the value of the sample average. In our case tbendemost relevant area is the funding of education
however, its value is also lower compared with Haenple average, moreover, it is the lowest when
compared with the other two segments. Repaymeidanfs and contributing own funds to other external
funds are the least characteristic in towns withnty rights, while the latter one has a prioritytive full
sample.

Calling for proposal is a crucial opportunity fatlements with a small population. After all itdempletely
understandable that such settlements tend to gpendocal tax income primarily on providing theself-
financing which is above the sample average, ahdstthe highest value among the other segmentslas
Similarly to towns with county rights, providingdHinancial background for education is a significarea

in this segment as well, it has an average valug4¥ which is above the sample value, and it@shilyhest
among the other segments. This value is very sinnahe ratio in villages, where only after theés®
objectives are renovations, investments and sedtiemperations funded, with more or less the saathees.
This segment also deals with healthcare funding repdyment of loans after dealing with previously
mentioned issues.

In connection with the use of local tax income ettlsments of between 1,001 and 5,000 people thdirig

13 Where 1 = uses the least of the funds for thergtask, 5 = uses much of the funds for the giask.t



of renovations and investments as well as the cantribution to external funds are regarded as thstm
important, as the whole sample. Settlement operaltiactivities score the highest value in this segm
Education funding only comes after it, however,jntportance exceeds the value of the whole sarijpis.
segment also considers those areas the leastmeknalarly to the segment of villages.

Settlements of between 5,001 and 10,000 people shastly the same ranking with the previous groig,
first three areas are the same, but the orderffisrelt. Self-financing ranks first, investment dlimg is
second while settlement management is at the filade. In all these three cases the value is béhaw
sample average. Education is undoubtedly at thehfqulace in this segment, which also has a loweal
The less important areas are the same as in tiopsesegment. Regional centres mostly financer thei
developments from local tax incomes. The importaotéhe area is significant relating to the sample
average (3,92), however it is the highest among dtieer segments, and the funding of settlement
management also has an above average value. Edudatithe third one, but the segment slightly
underestimates its importance related to the ah@e. The least important area in this case iduhding

of economic activities and paying back loans.

Segments with the highest population do not rantesgent management at the first place, in theseca
education is at the top of the priorities, howevtsryalue is still the lowest compared with otlsegments
and sample average. They consider settlement mangsgealso important, and this segment is unique in
way, as this is the only one in which financingterdl and sports activities is among the first ¢hmeost
important objectives, although with below the ageraalues. The least important factors are the seme
the previous case. Later | analysed the uses af tag income based on the evaluation of the redgats by
means of factor analysis. To prepare the finalfastructure | have conducted two tests, as atreswhich
| ended up with a two- and a three-factor mat&ecause of the low number of uses | did not mak®del

with more factors.

Rotated factor matrix (1) Rotated factor matrix ( 2 )

() ()
KMO value:0,84 c2 | =38 KMO value:0,84 c2 | 58| 5.
o3 68 22 | o2 o)

Cumulative variance value: 58,723% g @’ § E Cumulative variance value: 68,58% g @’ § E -% IS
Funding investments and renovations Funding investments and renovationd 0,823
Self financing calls for proposals 0,781 Self financing calls for proposals 0,789
Funding operation 0,610 Credit repayment 0,642
Credit repayment 0,572 Funding culture and sport 0,840
Funding culture and sport 0,852 | Funding education 0,793
Funding education 0,771 | Funding health care 0,607
Funding health care 0,659 | Funding economic activities 0,892
Funding economic activities 0,443 | Funding operation 0,539

Table 7.
The factor structures the using of local taxes 266
Source: own research, 2009 (Factor Analysis, maagscale: interval scale)

When analysing factor structures it can be seenttieae are such three factors which stay togethboth
tests, these are the following:

a. Funding renovations and investments,
Funding self-financing calls for proposals, and
Repayment of loans

b. Funding culture and sport,

Funding education, and
Funding health care

| regard the three-factor model as a final factancture, since operation, educational servicesfanding
are the most obviously separable in these casesfattors can be defined the following way:
F.1. Factors of continuous operation and infrastructiegelopment. In this factor the funding of
renovations and investments, the provision of eHncing as well as loan repayment can be



found.

F.2. The group of jobs to be done in which cultural apdrts activities, education and health care are
included.

F.3. The factor of operations to which economic actegtand settlement maintenance belong.

After factor analysis | used variance analysisxangine if there is any significant difference betwehe
(minimum two) segments in the cases of groups basdegal status and population number. The resué
shown in the tables below.

In the sample the groups of settlements basedgah $¢atus had significant differences only inwsey local
governments managed the local taxes to fund sedtleoperations and self-financing. Spending loaaés

on settlement operations is more common in villaghich show above average value, while towns and
towns with county rights perform below the averaghich means that they used their local taxes for
funding a certain task in a smaller proportion camep with the sample average. The area is fundifg s
financing for calls of proposal from local taxes.this area the villages spend a great deal of thedl tax
incomes for the above purposes, while towns andigomith county right use them just to a smalleeekas
their values are below the average. The peculiafitthe two areas showing two significant differesds
that both are among the first three, i.e. the thmest important purposes of use. If the samplauighér
segmented based on the population number, threergabave significant differences based on variance
analysis. The smallest settlements show exactlyséimee picture regarding the funding of renovatiang
investments from local taxes. It can be seen #tdements of between 1,001 and 5,000 people dsawelf
between 10,001 and 15,000 people tend to spend ahdineir local tax incomes more often than the gam
average. The most populous settlements show #wtegt differences compared with the average, which
means the importance of other areas in this castie®ents of between 5,001 and 10,000 people ean b
described the same way, however, in these caseliffir@nce from average is not so conspicuous.

The other factor worth mentioning is loan repaymérmical tax income is spent on loan repayment in a
smaller extent compared with the average by thgdsigand smallest settlements. While the credgsabso
higher in the first case, however, the investmestglly generate enough income for repaying loante
same time it is much more typical in smaller setdats that they pay back credits in instalments.
Settlements of between 1,001 and 15,000 peopléaaktaxes for repaying credits at a higher ragntthe
sample average. To recap it can be concluded dbhat lepayment is not really relevant regardingfttie
sample as well as the all the other areas.

The third area in which significant differences aigpahe groups can be pointed out is funding saliting

for calls of proposal. Higher than average ratio ba found in the first three categories of settlets,
therefore it is the most characteristic of thent tha local taxes are used for providing the selicing
part. In this category of settlements local taxomes are lower due to the lack of appropriate tsepwhich
makes the priority of the area understandableettiesnents of above 10,000 people the sample awésag
less significant.

The interesting fact about the three, statisticattyved and significant differences in the usabas the areas
first and last mentioned are among the most wansss out of the full sample, while credit repayment
seems to be the least often chosen one.

3.5. The current and future perspectives of indebtedness of the
municipalities

After the analysis of local taxation, there is dmotpossible source of education financing, bomgwoans
can also be taken into consideration. Thereforemaysed both the current and estimated indebtedifes
the municipalities. The loans borrowed for operatmd investment and the bonds issued show veeystiv
and different picture of all segments related tgalestatus and the number of inhabitants. The ahilid is
again an insignificant factor in this case sincdaes not make any influence on indebtedness, does,
only in insignificant measure. We conducted thdyais having taken two points of view into consitésn,
the functions of inhabitants and child ratio. As fbe components of debt concerned, it can bedstate
based on relative standard deviation — that thekaim extremely volatile, and as a consequendg -of just
like in the previous subsection, — we do not dati that issue.



In our times news coverage’s report more and md@enon alarming indebtedness and debt stocks of
economic institutions, the process of which hasnbgahtly hindered by the 2008 financial crisishel
municipalities did not remain intact or unconcerneither. Having operational and financial diffices, the
municipalities are forced in greater proportionbrrow loans and issue bonds in order to cover thei
expenses. Within all loans there is significanttgader proportion of operating loans having varidaks.
The most important is that the loans used for gp&trating do not produce any payback margin, assgip

to the debt proportion spent on investment andrtiag project future threat of further indebtedn€&¥se of

the main goals of my research was to survey thebitediness of municipalities and the future tendsnof

it, as one of the sources of, — still a minor pmtipo of — operating and education financing. The
indebtedness of municipalities of the sample isalestrated in Figure 5.

Figure 5.
The distribution of municipalities having debts,aldsample, also segmented by legal status anderushinhabitants (in %)
Source: Author's research, 2009 (light colours vriadebts, dark colours = without any debts, lefeneasurement: nominal
scale)

It can be stated that in our times an increasirggpgmtion of municipalities have to make use of maé
resources in order to cover their day-to-day opamand existence.71 % of the municipalities ofshenple
have already used some sort of external sourceraosk of these sources are bank loans. As segmbypted
legal status, the sample demonstrates that trege#l have the smallest proportion of all loans. Gfrihe
reasons might be that some of these settlementaotianeet the stipulated lending criteria so these
settlements can hardly get any loans and if thdls®es ever get loans, they get it only with urfarable
conditions. Also, these municipalities do not pgssstable and sufficient sources of revenues tloatdv
secure and cover their loan repayment. Therefbed, intention of borrowing is also limited. As all towns
and cities, the proportion of towns having munitigeabts almost reaches 100% (93%), whilst therenare
towns with county rights not having any kind ofextal source. It can be stated that most parteftigbts

of the settlements in the sample is embodied irk b@ans (85%). By our time, of all bank loans talketio
consideration, a great proportion of operating sldélsis been accumulated, reaching almost as mugbPas
The method of involving external sources by issudogds by the municipalities of the sample is rett y
widely spread, it is accounted for only a mere 16f6all debts, and this source is mainly used for
investments.

Based on the above mentioned it can be statedrtbeing upwards figures of number of inhabitants,eh
number of municipalities with debts increases praponally. The bigger the municipality with more and
more inhabitants and enterprises, the more grovangoth its local base for taxation and also itsddr
worthiness alongside with its “ wish “ for takingans. So the above mentioned statements do na finev
generalization that the villages are the most itetblof all. However, it is a fact that the villagesced to
borrowing operating loans, due to their insufficieevenue capacities, have to face greater riskanwh
comes to repayment, in comparison with larger esathts with more liquid financial capacities. ltthe
villages and other smaller settlements that haeeldinger proportion of external sources designéted
operating purposes and this fact from the verydrdgg “ entails “ their future difficulties in fimacing.
Additional characteristics of the municipalitiestiir strong dependence on banks since the logafolas
of the municipalities are above average while theind portfolios are below average ( in case ofciwhi
even if to a minimal extent — they could be ablénftuence conditions). It can be stated that biggavns
and cities are the most active at investments lagskettowns' stocks of investment sources alsdig@ssthat.



The same can be told about the smaller towns atidraents with 5001 to 15000 inhabitants. Due tirth
better financial conditions they can also issuedsosind securities, so in their case the stock ntib@nd
securities conspicuously jumps to a level exceetlirgsample average. The largest towns and thes eiith
county rights are hardly ever forced to draw ineexal sources for their operation, as it is aldteceed in
their financing of education on all levels. In thease the external sources are used entirelyirfanding
investments. In the previous part we demonstrated] durrent state of indebtedness related to the
municipalities of the sample. In the following sent we would demonstrate the future intentions of
municipalities regarding involvement of externalusmes. We studied and analysed the intention of
borrowing loans as of the whole sample and hawe ralgpped when and in what forms the municipalities
intend to borrow the external sources. The first pathe analysis has been conducted regardingvtizde
sample whilst the the other part of the analyssteen projected in a more narrow way, only muaidips
with the intention of drawing in external sourceghie near future were taken into consideration.
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Figure 6.

The proportion of municipalities with the intentiohusing external sources as of the whole sanafde, segmented by
legal status and number of inhabitants (in %)
Source: Author's research, 2009 (dark colours # plians of borrowing external sources in the nearré, light
colours = without plans of borrowing external s@asén the near future, level of measurement: nolsicele)

According to Figure 6 it can be stated that thecgss of getting more indebted is likely to be cmndid in
the case of local authorities, as one third of tenicipalities of the sample is about to involvetlier
borrowings. In the case of smaller towns and sattgs the intention of borrowing is below the sampl
average level being the lowest and the indebtedoleisese settlements is also below the sampleageer
The creditworthiness and the own revenue capatityi® segment has not improved (it has ratherided!)

in the recent past, that is why the intention afrm@ing has not increased either. It is charadierfer the
segment that borrowings as external sources aem takly in the most necessary cases, the borroveiregs
postponed until the operation can be financed fodther sources. The towns, almost all of them alread
having debts to be repaid in the future are maelito involve further borrowings as external sims from
the market. Their proportion is 45%, well above sheple average. The towns with county rights, ahaf
them already having debts, demonstrate the bigg#lsigness towards further borrowings. The common
characteristic feature of the two smallest popatatroups is that these two are the least activineir
increasing of further debt stocks. It was only ¢imed of all municipalities in this group that irdited the
willingness to take advantages and the opportwfityorrowing. This is despite the fact that thersegted
sample according to number of population and theeati debts stock of these two segments showed the
most favourable results (indebtedness below samapdtage). The smaller towns and settlements with
inhabitants between 5001 and 10000 also indicamtions of borrowing much below average, but irth
case the already existing debt stock is very higlmpst reaching 90%). The debt stock of the neghent

is very similar to the previous group, howeverhia tase of these settlements there is a definientionent
and willingness towards external borrowing. Thegkeigt commitment and willingness of involving extadrn
borrowing is characteristic for the bigger townsd@eding 70%), far beyond sample average. It iarcgss
the fact that all these towns, without exceptiaehalready debts.

Both the form and timing of borrowing shows a vdiyerse picture. As a conclusion it can be sumnped u
that 34% of all municipalities of the sample is abdo plan borrowing and altogether it totals 87
municipalities. In the following part we make staients according to this restricted sample. Thereafe



analysed the connection of both the method anchginoif borrowing with the number of inhabitants and
legal status. The proof of this connection was cetetl by using chi-square tests, the values ofebelt of
which is demonstrated in Table 8.

Chi-square value:

population legal status
Bank loan within 1 year 0,026 0,667
within 1-5 years 0,221 0,862
over 5 years 0,177 0,454
Bond issue within 1 year 0,329 0,049
within 1-5 years 0,415 0,800
over 5 years 0,176 0,305
Table 8.

The values of Pearson's chi-square test accorditigettime of borrowing, the number of inhabitaamsl the legal status
of the towns and settlements, N=87
Source: Author's own research, 2009 (level of measeant: nominal scale)

Correlation can only be demonstrated at figurdsoofowing within one year, in case of bank loanwanber
of inhabitants, and finally in case of bond isstiegal status. The results are demonstrated ifolfeving
cross tabulation.

3.6. The priorities of decision-making of local education governance

In this above mentioned section we described armlysed the situation and conditions of primary
education. We did not particularly intend to cotler issues of equal opportunities and integratinceswe
consider that dissertations in the field of sodjglavould rightfully deal with these issues. Also, most
cases, the respondents would definitely interprett indistinctly. Among priorities our curiositydased on
the appreciation of certain factors that can bdyaerd either numerically or can be interpreted ciojely,
(e.g. demographic characteristics, employment,nieehfacilities and equipment of institutions, ttyaand
effectiveness in education, infrastructure etc.)tr@at can be studied through everyday interacti@ng.
surveying the opinion of the students' parentsppodunities of alternative service provision (gttlp to
date we have processed public data of the munitgsgmand these statistical data can be found blighed
public documents, annual budgets, reports and uttgn$ and also in other statistical issues of the
municipalities. The concepts of education of thenitipalities should contain the priorities of edtica
governance. However, this is either absent in npaages or simply neglected. The overall featura$ an
description of the current state of primary eduwggtfunding or even the evaluation of the infragiiee can
hardly be complete without examining the factoes there taken into account and consideration dsitbee
making of the municipalities. We compiled theseisiee factors after an essay by Sulinova Kht piiglisin
2006.

As for the most important factors in local educatimvernance concerned, in order to rank thesertaon a
scale from one to five, we asked the municipalitiéth primary educational institutions to rank thén
Surveying of appreciation of factors in educatiowl dactors related to decision-making in educatias
been conducted in three dimensions, taken as @idanaf the legal status of the settlement, the Inemof
inhabitants and the child ratio of the settlem&he priorities as of the whole sample are demotestria the
following table. At consideration of the importanckall factors concerned it can be stated thah e
exception of a single case the sample averageniyalabove 3. It can also be stated that certaitora
might be a bit overvalued by the respondents gsdhetrying to take all the factors into considier with
different, sometimes a slighter, sometimes witheavier accent. As for the relative standard dewmati
concerned — no statistical meaning of the values bieen taken into consideration — the opinion ef th
municipalities is more complex and coherent in dase of budgeting, population, human factors and
infrastructural factors as well. This charactetidgature of “coherence “, if translated into taeduage of
statistics, means strong variableness (at measusdative standard deviation). As of further fast@ can
be stated that the sample shows extreme fluctuation

14 14 Legend 1 = least important, 5 = nimportant.



‘ rank ‘ average

1 Municipal budget, estimated revenues and expenditas 4,25
\ 2 Population of compulsory school attendance age grpuvithin the next 6 years 4,23 25,53
\ 3 Effectiveness in education 4,14 25,43
\ 4 Demographic characteristics ( migration, estimamechber of children, literacy ) 4,11 26,44
\ 5 Technical facilities and equipment of educationatitutions 3,95 23,78
\ 6 The parents' contentment of their children's edocat 3,93 23,42
\ 7 The teachers' qualification, the opportunities otiration 3,91 27,48
\ 8 The population's and the parents' requirements 3,86 27,96
\ 9 Geographical characteristics of the settlementsastructure 3,32 34,12
\ 10 Employment characteristics 3,22 33,67
\ 11 The opportunities, conditions and circumstancealtefnative service provision 3,02 44,05

The parents' opinion on local education, the opimibparents sending their children tq
2 othefthan Iocaﬁ schools PP ’ 2Rl AR

Table 9.
Decisive factors of educational policy, N = 256
Source: Author's research, 2009 (level of measunenrgerval scale)

The tableclearly demonstrates that in education governameadspondents consider the expected trends in
budgeting as a factor of key importance, therefbee municipalities subordinate every decision takgn
them to this factor, and this can also be uneqailpcdetected in respect of funding sources and
developments. Another important factor is the estéd population of compulsory school attendance age
group, therefore it ranks second with regard ofwiele sample. There is a mere 0.02 difference d&atw
budget and the projected population of compulsahosl attendance age group, this means almost equal
appreciation. After this the third line of the takik the quality and effectiveness in educationnden
essential issue among the priorities from the poiithe quality of output, the overall knowledgecbildren
leaving the educational system. We are confideat the importance of it will be incorporated in the
mentality of the maintainers and if so, — evenyifthking serious efforts — our country will be albb leave

this “vicious circle”, into which it was forced tmgh the rapid decay of the educational system. The
demographic characteristics also have a significaptct since it is not the same for the munictgafhat

the youth and the young adult generation in genefathe settlement either migrates away from the
settlement, also taking with their future municipak base and their children of school age, orthen
contrary, the youths and the young adult generdii@hbetter opportunities in their municipalitifsem the
perspectives of employment and education.

No matter how the population of compulsory schdtdredance age group and demographic characteristics
of a settlement are closely related to each othanicipalities tend to handle these issues a Herently.
The majority of municipalities consider the teclahifacilities and equipment of educational instdos also
important, so this factor ranks fifth in orderctimpared with the current state of these institigtiét can be
stated that further developments are importanttffermaintainers of these institutions, the onlybpem is
that not all of them are able to secure the fir@nibackground for it from their own budgets. Thée t
following features come in order one after anotheuding the interests of the users of serviaes service
providers, and then come the geographical chaistitsrof the settlements. During the process ohfing
their own educational policy, the municipalitiesyphe least attention to the opportunities of altive
service provision, no matter how it would reliefeith burden of this obligatory task, as well as the
municipalities do not take into consideration thpén@n of those parents who send their childrerostihg

to other than local schools. These are importactbfa of the quality of education. The relativensiard
deviation depicts an exceptionally versatile pietwf the municipal system. In the case of factors
respondents ranked the first eight factors oneataserve strong variableness, while the last foatofa
show extreme fluctuation of the sample. The respotslwere most uncertain answering these lastgssue
However, the priorities do not reflect similar cheteristics as seen neither from legal statusfroar child
ratio, not even from number of population. Theatiéinces are demonstrated in the following tables.

When segmenting the settlements from the pointe#\of child ratio it can be stated that in thease it's
always the last four factors that have the greatgsortance of all, and that equals with the imaottissues
of the whole sample. For the group of settlemerith the child ratio not reaching even 10% the most
important is the perspectives of budget and theréupopulation of compulsory school attendancehBot
factors have an equal average figure of 4,33 wisichuch higher than the figures of the two otheugs,



furthermore, even higher than the sample average.gfoup is relatively coherent as observed froeseh
two factors, their relative standard deviation isuad 20%, well below the values of other groupd, b
already indicating strong variableness. By releeaotfactors of importance, demographic charadtesis
and the quality and effectiveness in education caoex. The alternative service provision in eduwarzil
policy is again the least important of all in thigse. An interesting feature of the group is tlyaiebms of the
other two segments and the legal status, in ttie tize opinion of the parents sending their childoeother
than local schools manifests in a larger scale atlbg average. The group can be divided into twts pa
terms of relative standard deviation, the first §actors ranked in the table it demonstrates strong
variableness, while the further factors indicattreare fluctuation. In the case of the smallestgils one
can detect exactly the same problem as we havadglwutlined in the case of towns and settlemdiiis
group of settlement is the most endangered ofsalbemigration concerned, the population's leathegse
settlements is due to the lack of job opportunitied harsh living conditions. So demographic charestics
are ranked first, well above the figure of samplerage (4,29). The settlements comprising this segm
share a relatively coherent standpoint, whichss abnfirmed by the measure of relative standavéhten,
indicating medium-level variableness (19%). Thistda does not occur with such of an accent as ttoero
segments concerned. The average figure of evatuatidemographic characteristics is one tenth higfemn
that of the evaluation of the budget, so the lageanked second. As for this factor concerned sggment
is not that coherent at all, which is also indidatey the relative standard deviation. The demogcaph
characteristics are closely related to the estidhptgulation of compulsory school attendance agamrthe
latter ranking third in the table, however, itsualis below sample average. In their case the tyuahd
effectiveness in education is also important butasomuch as shown in the sample average. Takiong in
consideration the opinion and requirements of pares about as important as opinion on smaller
settlements. In their case the alternative seqiogision and the opinion of parents sending tbkildren to
other than local schools appeared to be also ## Important factor of all. As for this segmenhcerned,
by the relative standard deviation it turned testrengly variable and extremely fluctuating.

Overall, it can be stated that among all segmeridetted by different aspects there is solely omglsi
segment that could be considered as a homogeneeu# @ the priority of budgeting in the casesofaller
towns and settlements with a population betwee®1@hd 15000. Furthermore, it can also be statad th
the least important factors are the opportunity @matlitions of alternative service provision ane dpinion

of parents sending their children to other eduaationstitutions than local schools. As for the rsegts
concerned these were almost always the following factors having the greatest importance of atthsas:
municipal budget, estimated revenues and expeeditur

demographic characteristics,

population of compulsory school attendance agemrestimated,

quality and effectiveness in education.

Furthermore, the municipalities also consider theepts' requirements and opinion important, howéwer
importance of this is different by segments. On lthsis of our comparison it is obvious that theiesef
budget is not everywhere significant. It can beeolsd when examining settlements with the highbitl ¢
ratio, and also when taking a look at towns witlpapulation of 10000. In their case the demographic
characteristics or the estimated population of adsgyy school attendance age group is more importan

In order to group the priorities of education gaarce we conducted factor analysis. The aim ofabior
analysis was to learn about the methods of groupfrihese priorities and how the decisions are niade
education governance, and also our target wasutlty she connection of priorities with each othertta
municipalities. During the course of factor analyat first we set up a three-factor structure, tadour
factor one and in the end a five-factor structuvhich can be viewed in the following table. It Hasen
detected at the analysis of the factor structurasthe following factors stock together in theiovaments,
i.e. they are closely related to each other at les®l decision making. Such factors are the folf:
a. the parents' contentment on their children's edlutatnd the requirements of the population's and
the parents' requirements,
b. the opportunities, conditions and circumstancesltrnative service provision and the estimated
municipal budget,
c. the technical facilities and equipment of educatlanstitutions and the teachers' qualificatidre t
opportunities of motivation,
d. the employment characteristics and the parentsiapion local education, the opinion of parents
sending their children to other than local schools,



e. the demographic characteristics and the populatiocompulsory school attendance age group
within the next 6 years.

The five-factor model had been considered as fabr structure since all the factors could béhlmearly

separated from each other and also could be exdethyified. At this structure the factors coulddglined

as follows (shown by table 10.):

F1. Contains the opportunities of educational insuis. The technical facilities and equipment of
educational institutions belong to F1, both the Anmesources and the quality and effectiveness in
education are here, being in contact with eachroe they make an influence on each other and
therefore mutually form each other's values.

F2. The group of demographic characteristics. The deapbgc characteristics and the estimated
population of compulsory school attendance agepeoe closely related so they are positioned here,
together with the geographical characteristics h&f settlements being also closely related to. The
settlements lack the appropriate infrastructurethsopopulation migrates from these settlements; so
lacking tax base and revenues, — there is no cHaftder the future development of these settletmen

F3. It's beyond doubt that this is the group of thetlsetents' infrastructure. Both employment
characteristics and the parents' opinion on lodatation, the opinion of parents sending theirdrkih
to other than local schools can be found here, hwiBcquite surprising, since this factor is rather
supposed to relate to F1 or F4 as it has ties thighguality and effectiveness in education. Inviaw
there are two main reasons why parents might deeid ¢hildren to schools or kindergartens in other
towns or settlements rather than to local ones. @rnbke reasons is employment, it might happen that
parents cannot find a job in their own town orlseient. In such cases the parents prefer schooling
their children in the towns or settlements whereytlare actually employed, — that might be the
explanation of the fact why these two features farmmommon factor. In other cases the parents are
dissatisfied with the local educational standartishe given settlements, and therefore they prefer
schooling their children elsewhere. In our stamalpihis is when “opinion “ takes shape.

F4. The group of parents' opinion and requirements.

F5. Issues related to financing, budgeting and the dppiies and conditions of alternative service
provision, as a method of reducing costs make iggfdlator.

3.7. Influencing factors in daily operation of primary education and funding
it by the municipalities

In the course of my research several goals had betrin order to get to know the everyday routine
operations of the municipalities, the importancéhefse issues for the respondents, and also hotoamiat
extent the respondents agreed with the conterttsecftatements. In the survey our curiosity focusethe
local appreciation of certain issues related tionat public education. The survey results reftaet opinion
of the local respondents, and this opinion in meases might occur a rather subjective one, souhe
results do not necessarily share neither the iloi@sor the course nor the opinion of the centdaication
governance. As a method, we conducted generaldbatistics for that. The research was based antiders
conducted on the last part of the survey, a listaiaing eighteen statements of the final parhefgurvey, in
which several statements have been made relatiogeration> The opinion of the municipalities in this
case has also been evaluated on the basis of iswdacrHowever, in this case — in our opinion e ttumber
of inhabitants is not relevant, since the statemarg linked to public education only in a gensgaise, the
statements do not cover any issues that would terdmed by the number of inhabitants of the towns
settlements.

It has been concluded from the research that irt pases the municipalities shared the same opuoniocone
thing, the norms of funding in public education &ss and less enough to cover the costs of eduedti
duties. The perception of the statement was sinadtaell segments. The measure of relative standard
deviation was below 20%, indicating medium variabks. In comparison with the sample average, the
towns and the cities with county rights considetfed statement more significant than average, sinee
value is above sample average. These two segmenedtto be more homogeneous when related to smalle
towns, their relative standard deviation of beldW4lis also a proof of that.

15 Legend: 1 = not in the least agrees with the statementcémpletely agrees with the statement.
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Table 10.
The factor structures of the key issues in edusa@vernance, N = 256
Source: Author's research, 2009 (Factor analysigsorement level: interval scale)
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In the case of the sample segmented by child tatas the group of municipalities with less thar4l0of
child rate that evaluated the statement above gegemd also this group turned to be the most hemegus
of all. Most municipalities agree with the follovgrstatement in great proportion but due to thearicial
difficulties and economic hardships they are lass lass capable of undertaking and performing \taiyn
tasks, however the general opinion of the settlésaineady shows strong variableness. In connegtitin
the statement the smaller towns agree with therset the most, it is also the smaller towns hatirg
most universal opinion on it. In the case of thmple segmented by the legal status it is the ciiigls
county rights that agree with the statement thstJdaut it can be taken for their own revenue ciaowvell
above that of the smaller towns. In the sample sedead by child ratio the two extreme groups agriéb w
the statement high above the average and theifoopis more homogeneous than the group with the 11-
20% proportion — but even so, it is still modenatedriable —, if compared of the two.

During their course of everyday routine operatios tajority of municipalities have to face issugated to
growing cost-effectiveness problems, however theiop of the municipalities — as reflected by tleéative
standard deviation — indicates strong variableness.interesting that the cities with county rigthave the
highest average i.e. in their case it is a burissge, a problem that has to be solved soon. leosg¢gment
of towns the importance of this issue is the lehsiracteristic. From this point of view it is natiricidental
that they plan to take further steps in rationaiiraof their operations. As viewed from the aspafcthild
ratio it is again the group of 11-20% showing theést values and also the values well below aegrihgt
means in their case the problem does not occursuith an intensity. The opinion of municipalitie®pthe
issue of public education quality and effectiven@sdicator launched in 2007 differs greatly. Most
respondents agreed with the statement that on atobuhe introduction of the quality and effectiness
indicator the necessary contributions of the myailiies have risen, however there are municigalitithere
this problem has not occurred. In case of citieth wounty rights the problem has many aspects,ewhil
case of towns it is well above the average, evepassing the values of cost-effectiveness probldine.
towns agreed with the statement in greater prapottian the settlements did. At settlements wiildahtio
below 10% the problem occurs definitely stronglyile according to the opinion of settlements witle t
highest child ratio no further measures of contidhuare needed.

The majority of municipalities do not agree witte tbounterpart of the above mentioned statemenhgtat
that by implementing the public education qualityd aeffectiveness indicator the whole financial sgst
became much simpler, and the average figure of dl@9proves that. This ranking is similar to thaking

in all segments. The general neglect of problempuislic education can be detected on local levetsthe
average value of 3,6 is just a prove of that. Tdi® means that the majority of problems and issues
experienced as “bitter experiences” by the muniitipa are not either analysed or discussed phpper
which is in most cases and not necessarily theakesof the central decision making level but tHathe
lower decision making level, so the municipalités not take advantage of the opportunities meant fo
expressing their opiniolf. The cities with county rights put the most accentthis statement of all the
segments, but the majority of settlements alsoljiremphasizes this problem. The same can be coedlud
from the values of settlements with over 11% chalte, however the group of settlements with bel®# 1
do not have such a prevailing opinion. Based orattezage value of the statement (3,53) it candtedthat
the majority of the sample also agrees with théestant that quality education can only be providgd
involving further debts into the process resulfimgher indebtedness. The towns have the highéstapof
this statement. The towns already have huge debkstut even so they are considering borrowingemor
external financial sources. The cities with coumgjts agree with the statement the least since pibssess
alternative financial sources in order to enhamgeduality in education. No significant differenasn be
detected at groups formed by child ratio.

The municipalities deal with the following staterteenoncerning the problems of public educationemath

a general sense and they also do not share naitt@nmon nor a definite opinion on these issuesgsill
the average figures are without exception beldsv Bith the above mentioned facts our hypothess ha
been proved.

8 The approach towards this survey has to be ceresid from local levels it can also be experienaetesearches

and surveys.
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Our curiosity also focused on how certain statemamé related to each other reflecting the respudade
opinion. In order to group the priorities in thiase also the method of factor analysis has beetucted.
During the course of factor analysis several prdwege been conducted, so at first we set up aféator
structure, than a five-factor one and finally isulted in a six-factor structure. The factor stuuetis
demonstrated in the following table. It has beetected at the factor analysis that the followirgfestnents
stock together in their movements in all tree psobe

a.

b.

c.
d.

the deterioration in public education, the negtddhe problems in public education, the incap#pbili
of output in public education and the ad hoc lefjplulations — irresponsible decisions,

severe cost-efficiency problems in education, #&otendency of decreasing proportions of norms
in financing,

the municipalities have only the role of the fin@ncalso performing subregional tasks and duties,
securing the proportional number of teachers todéwreasing number of children, and increasing
municipal contribution to financing education.

During the course of the analysis of the factarcitires it could be observed that there are statisme
appearing in different monitored factor groups, sbow dismantling the structure. The following stuves
appeared:

weakening the counties,

growing municipal contributions, due to the quaktyd effectiveness indicator,
high standard education — further indebtedness,

quality and effectiveness indicator — simpler systé financing,

exaggerated decentralization,

secondary education, and

fewer voluntary tasks and duties, due to diffi@dtin management.

The six-factor model had been considered as famabf structure since in this case the otherwikde® to
each other factors could be clearly separated &acoh other. The factors could be outlined as falow

F.1.

F.2.

F.3.

F.4.

F.5.

F.6.

Includes the problems in public education. Theest&ints on output in public education and the
process of deterioration of the output can be foeck, also the consequences of the many times
hard to follow legal stipulations.

Apparently the group of statements related to ditutéinancing, including the statement of growing
municipal educational contributions and the diffims of providing the appropriate number of
teaching staff required to a certain number ofdrkih. In our view the “ odd man out * in this facto
group is one of the statements related to quality effectiveness indicators since in the follow up
part there is another factor functioning as a phihe statement.

The group of functioning problems. In our view tast statement belonging to this factor, which is
the one on decreasing norms should rather begladhe previous group since this is obviously an
issue of education financing.

It is the factor containing the statements relai®dlecentralization. Further statements such as
providing secondary education, exaggeradedentralizatiorand weakening the counties are also
grouped here.

A factor containing a statement related to the iguand effectiveness indicator and another
(thematically ) quality and effectiveness relatedesment from the “ education financing “ factor.

The factor group of statements related to providjoglity in education. This group contains the
statements on opportunities of subregional taskks daties, the process of further indebtedness in
order to provide and maintain quality in educatemd the statement on the governing role of
municipalities.
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Rotated factor matrix (1)

KMO value: 0,714

Cumulative variance value:
45,427%

problems in
education

decentrali-

Rotated factor matrix ( 2 )

KMO value: 0,714

Cumulative variance value:
52,283%

problems in
education

decentrali-

efficiency
indicators

Rotated factor matrix ( 3)

KMO value: 0,714

Cumulative variance value:
58,036%

problems in
education

decentrali-

Ozoktatasi telj
mutatd

Performing subregional tasks and

Secondary education

Deterioration in public education 0711 Deterioration in public education 0717 Ienézjlcp;;:zilrity of output in public 0,693
gdeu.?(lzztt:ito ?1f the problems in public 0,702 ’e\lggclzz(t:itozf the problems in public 0,697 eDgltjigg:)ar:ion in public 0,693
Lndcli?:::cglrity of output in public 0,651 gﬁﬁ?ns of deterioration of quality 0,647 ;Eglli(e:cé (;)J ;I;teio%roblems in 0,683
;e:jt(:ﬁ of deterioration of quality 0,642 :en(;:fcp;glrity of output in public 0,634 (?Lcleaa"st;rl)s% gL ?;L:terioration of 0,652
N
ieskening he countes 0560 imesponsible decgons | 061

duties 0812
Efficiency indicator — simpler The municipalities have only the rol -0.586 Exaggerated decentralization 0.606
system of financing of the financier ' ’
Exaggerated decentralization Secondary education 0,552 Weakening the counties 0,604

Efficiency indicator — simpler systen
of financing

0,821

Growing municipal contributiong
due to efficiency indicator

0,510

Exaggerated decentralization

0,417

High standard education — further
indebtedness

0,400

Table 11.

Efficiency indicator — simpler
system of financing

Factor structures related to problems in operatibr,256
Source: Author's research, 2009 (Factor Analysegsurement level: interval scale)
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R.1.

R.2.

R.3.

R.4.

4. NEW AND RECENT SCIENTIFIC RESULTS

It has been proved that in connection with all exieires the proportion of state funding is also
statistically related to the number of inhabitamitshe settlements. The inhabitants mean potetatial
revenue base for the municipalities. During therseuof the study of the public educational
infrastructure we came to the conclusion that ashie infrastructure concerned, the municipalites
not possess any own financial sources for the dpwetnt and redevelopment of their infrastructure,
no matter how old and obsolete their infrastructues, not even if their institution is on the briok
existence. We have come to the conclusion and stalso been proved that the performance of
educational tasks and duties of the municipalitas be characterised by short and medium term
perspectives. The financial limits of the municipas are strongly determined by the budget and it
has the top priority among almost all segments. gther emphasized group of segments influencing
education governance is related to demographicactenstics. The requirements of the employers
and the parents' opinion, and also the human faaiéreducation have only a more dominant
emphasis in the case of larger municipalities pgsag more stable financial foundations.

By segmenting the sample by legal status, numberhafbitants and child rate we proved that in the
case of smaller towns and settlements the cemtia@hdial sources have a more significant proportion
than in comparison with other segments. This mightaccountable for the three markedly distinct
groups of settlements. The municipalities of thestlements are incapable of contributing more, or
do not intend to (because of having other priesiin other fields) contribute more to the finagood
public education, so in the end the results ofeitndnstrate a larger proportion of central financial
sources. Furthermore, as a result of our reseattdsi been proved that the structure of financing o
the municipalities is neither determined in a digant measure by the child rate of children of
kindergarten and elementary school age nor iseelab the population of the settlement. The
segments possessing institutions of their own @aigr proportions and those institutions that are
capable of operating these institutions by theneselre also more likely and willing to sacrificeelv
more financial sources in order to finance theibljsu education. It is characteristic for these
municipalities that they normally add their own trdsutions to the sums allocated by state financing
however, the majority of municipalities having theanstitutions in the form of association are upabl
to do so. When analysing several characteristitufea it could be noticed that the towns and
settlements with a population of 10001 to 15000askpecial particularities. The majority of those
institutions operated in the form of associationdo-operation share a lot of characteristics whttse

of the smaller towns. Despite the high populatigirfes this segment provides the least contribution
to the costs of performing tasks and duties, tlkegslting in a high rate of state financing. Thishie
proof of the central educational policy statingtthiach contributions are frittered away in such.way

It has been concluded that the municipalities figanot just their compulsory tasks and duties using
their own budgets but in greater proportion fortedlio so in order to operate the institutions @ th
settlements in general, and the municipalities habee to supply their compulsory self-contributions
to projects, and also have to finance and fundsiments and developments. Public education in
general comes only second when spending local ripahizxes.

According to the opinion of the majority of munialgies the launching of the public education
qguality and effectiveness indicator in 2007 did boing more opportunities but on the contrary,
further difficulties. This opinion was based on #wperience gained by launching the new indicator
and the necessary self-contributions and finarsoatces required for performing public educational
tasks and duties have not decreased in any watheonontrary, it has further increased. Not all the
municipalities have extra financial sources forttls the differences between municipalities may
further widen and additional steps in operatiororeatlization might have to be taken. Accordinghe t
unanimous opinion of the municipalities it can baduded that the norms meant for financing public
education are not enough to finance these objextind also insufficient to cover the costs, thensor
make up a smaller and smaller proportion of albfog. In the case of certain settlements, lackivg t
necessary self-contributions, this process maywgndh unpredictable consequences not only in the
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R.5.

long run, but also in medium terms, as well. Withtsmodelling the system further negative effects
would influence public education, future downgradof national human resources is predictable for
the country in today's tough international compmiit as it has already been projected in the PISA
evaluations of school performance tests.

Based on the opinion of the majority of the resmtdnunicipalities it can be stated that the magjori
of the municipalities is unable to improve the lewé public education by themselves, and this
statement has been made earlier in the above medtmaragraphs, in the technical literature anal als
the results of our research. The municipalitiesadge unable to improve the quality and effectiwsne
in education, and that might mean unfavourable itiom$ and drawback not just for the settlement,
but for the country as well.
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5. CONCLUSIONS AND RECOMMENDATIONS

The literature review suggests that a great nurabesnowned economists have dealt with the isstipsitaic

sector and in more details with local economics alsd this topic has been covered thoroughly intooe

and this can be thanked to the extraordinary rbliie sector in our everyday life. It can be stiabased on
this review that the structures and methods usedadctice by the municipalities can be exceptignedirsatile
from several aspects , the country's form of gaviennt, economic strength and the country's municipgadel

structure. The fundamental objective of my researah to highlight the dominant factors at local eational

and organizational decisions, to introduce the @spef funding, to monitor the municipalities' fuduplans
and intentions in the spheres of governance, dparand indebtedness. Our goal of primary imporanas
also to obtain information on settlements’ educadjovernance on a daily basis.

During the course of data processing of the suweyhave come to the conclusion that the majorityhef
settlements, — comprising of mainly smaller townd gillages — due to their financing difficultiea @ daily
basis and the decrease of child rate are incrdgsioged to give up the management of their owibligu
educational institutions and the institutions hawebe operated in the form of micro-regional asstans.
This fact in itself has an indicative role. As fibe network of institutions maintained by the mupadities
concerned this sample shows the phenomenon of tidke nationwide institutions, the number of reurss
and also the number of nursery beds do not metitanghe real needs nor the necessary number. Hnere
hardly any nurseries in the smaller towns and géain municipality governance, as for the townsceoned
it is solely the bigger towns where nurseries agniained by the municipalities and not even tha-no
governmental organizations can improve this situmati

The analysis has also proved that state fundisgligpredominant, and in many cases it is the @ayrce for
education-related expenditures. The more inhalsitantillage or a town has, in proportion with threvang
numbers of inhabitants, the more declining the priipn of state funding is, due to the dominancéhefown
sources of the municipalities. The above mentiosdements may suggest that there are alterations i
capacity of local financial revenues. All theseoalmderline the fact that there are huge differenai¢hin the
municipal system, and these differences are tolib@nated in urgent priority, no matter it is beybthe
framework of central government support provideddeserving everyday operation. This would reqaire
radical transformation of the whole municipal fiearg system but up till now no such transformatouold
really happen, a transformation that has long d#ecked by the decisive resistance of the settlésnand
also because of the lack of both central and Idetrmination and willingness.

In the sample segmented by the number of populdiioimg the course of the study there has alwaga bae
segment excelling in financing, a segment whictkérall previous tends and better used and absdheed
central sources. If we take a closer look at treeglements, their tasks and duties and also gheirisions,
these settlements definitely stand out of the ottn@micipalities. Since they possess a great deaistifutions
operated in the form of association, for qualityl affectiveness and economic reasons these mulitieipa
are also forced to thrifty management, which isatdqa a more efficient use of state funds. Theraial
strengthening of this group of settlements woust ahean a substantial relief for the smaller mpaidies.
Furthermore, we have concluded that the propoxifdimancial resources provided from the state ledgr
executing of educational tasks and duties by theicipalities can be the least connected to thel letigéus of
the settlement or the number of children eligilde gublic education, on the contrary, it can bédih to the
number of inhabitants of the settlement. The toamd settlements with a larger population have aksho
more potential resident tax-payers, and as a reduthis the municipalities proportionally get motax
revenues so much more can be spent from the mahibpdget on covering the costs of local public
education. This relationship has been proved statily. Therefore, the system of normative suppstrould
be altered and transformed into a new directionibBmeuld be a very practical approach to do stg amnew
system in which the alterations in the number dfalitants or the actual income of the populatioriher
current economic situation of the municipalities #&ken into account and consideration. When catiogl
the financial sources meant for funding public edion certain indicators could also have been takem
consideration, such as per capita personal incaxeadvenu¥, or the per capita vehicle income tax, an

' In connection with this issue it would be alsorthoconsidering the possible future deductibiliti ib for the

municipalities.
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indicator which is a clear expression of the incositeation of the population. These indices shdutd
inversely proportional to the measures of statelipuionding, thereby helping to eliminate differexsc
between the settlements and improving the situatidhe economically most vulnerable settlements.

Apart from public funding, the major financial soas of education financing are the local munictpaks,
loans and other incomes. The educational institatiown revenues and also the parents' contrilsifjost to
highlight the most important factors), make up rgdaproportion of all revenues, however they akeisely
proportional to the amount of state funding. Thenitipalities surveyed in the sample have reached th
maximum level of their possible tax related revens® the revenues cannot be further increasedvying
new types of taxes. Therefore, only the alreadylieghpypes of taxes have been demonstrated inhibs4,
since the intention of the introduction of wouldta&es were minimal (only four respondents actualdyned
implementing them). It can be concluded that thdeseents have neither further opportunities néertion

to spend more local tax revenues on financing andifg local public education.

The lacking proportion of educational expendituresunding public education can only be obtained by
borrowing financial sources in the forms of loanad this method is more characteristic for the kmal
settlements. During the course of the analysishef municipalities' loan structure it became cldwat tan
increasing proportion of financial sources has ¢ devoted to covering operating costs in an alagmin
proportion, as for the villages and smaller setdata concerned. Due to its insufficient capacityesfenues,
this type of settlements is forced to borrow furtlteans, with all the risks and dangers of futumeayment.

Another important objective of the research wasstiody the future loan borrowing intentions of the
municipalities. Our assumption that short-term apph and planning is characteristic for the muidies
has been proved since the municipalities intenlgotoow their loans in general within a year, tyflican the
form of bank loans. Reaching the upper limit ofdlotax revenue capacity and the risks in the poods
indebtedness are thought-provoking, just like tte find future of Hungarian public education. Haavegne
should not forget about the fact that for some mipalities it is much simpler to borrow financiawsces
than designing and implementing new kinds of Idagés. Implementing restrictions or imposing furttaxes

on the public or the business community would tesulitizen opposition and resistance endangettiray
political legitimacy of the leaders of the commuynithus, in many cases borrowing external finarnsialrces

is a more viable method, no matter it is visible amas to be listed in the budget or needs muditygzoard
approval, but even so, it is less “ visible “ therposing new types of taxes.

The municipal system is often criticized from thetitutions as well. This fact has been proved thuéng the
course of the research since among the institutiamtained by the municipalities there was onlyeay
small proportion of institutions with a level oftdeoration not reaching at least thirty percefhe study has
also confirmed that the municipalities do not h#we means and unable neither to develop, refuntisho
expand their institutions using just their own s@$ This is characteristic for all types of ingtdans. The
respondents made it clear and also emphasizednihartance and necessity of support in financialaid
funding provided by the European Union and alsa tbfathe national central budget, and the future
development in general without the involvement lidse sources would be almost impossible. It coeld b
noticed that through the development of their tnstins' network the intention of the municipaltias not

to borrow financial sources for the developmenthaf infrastructure of educational institutions,with the
exception of some municipalities, — so neitherdoimg nor issuing bonds can be directly relatedhi
refurbishment of these institutions. The segmemtatif the sample by legal status revealed thetfattthe
municipalities of villages and smaller towns demy greatest proportion the opportunity of upgrading
education related infrastructure, mainly due toléiok of financial sources.

The general opinion of the settlements was almoahunously consistent on the issue of the detenginole
of municipal revenues and expenditures in educagmrernance. In all segments a similar result hesenb
concluded. The demographic situation is also cemed to be an important factor by the municipaitie
During the process of setting the objectives arel dburse of their education governance and potiwy,
municipalities rarely take into consideration thgportunities of alternative means of performingirthiasks
and duties, or if they do so, only as of a matfdeast importance, just like in the issue of wlargnts send
their children to other than local educational itngbns. The denial of the opportunities if impleming
alternative means of task and duties provisionlmatraced back far in the past to the “ bad coowiitig “
acquired at the change of the political system. rhmicipalities stick to their own autonomy eversifch
stubbornness requires sacrifice in quality andcéiffeness and quality in public education.
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This suggests that the settlements subordinatiheill education related decisions to financing,e- both
central and local financing sources — thereforkitersuch funds, the municipalities are unabledaee any
substantial reforms in education. Due to the la€kfimancial resources at local level the qualitydan
effectiveness in education can hardly be improved these conclusions might also be emphasizedtimefu
international studies and surveys depicting anwoueable picture of our national human resources.

It became also clear that the municipalities asnmping further reforms and transformation only isnaall
proportion of their institutions since the majoritfy municipalities have already reformed their itgions
either by closing them down or by letting them @ped in the form of association. The most widelseap
and preferred methods of further steps are amalyamef institutions, forming one into a sub-uniterger
of the institutions’ management and organizatiomwels as establishment of joint supply organizagiofhis
suggests that supply rationalization has alreadghed the limit that can be tolerated by the pamreof the
settlements.

During the research, when examining the relateibates and components, it become apparent thdicer
characteristic features, — such as the propoxfostate funding, the estimated forms of ratioralan of
supply, and also the estimated future borrowingextiernal sources, — were closely correlated with th
population, far more closely than with any otheougs. As this may suggest, a change in the number o
inhabitants can facilitate significant changeshia operation of a settlement. The result of thig benoticed,
migration, more precisely an exodus of the popoitata significant decrease of the population majaager
the existence and operation of certain settlements.

Our main objectives were also to study the opirdbmunicipalities on everyday operational probleifise
respondents made it clear and expressed theiroopon the statement that performing education&stasd
duties can hardly any longer be financed by ugistjthe central financial norms and it is refledieadn other
researches and studies as fiélbwever, there might be quality and effectivermsblems beyond this issue
and the municipalities do not intend to change $gstem, mainly in order to protecting their leggicy and
also avoiding conflicts. In addition to that, theidies covered issues of the most important changes
education funding in our time, the practical evéraquality and effectiveness indicator in puldiducation.
An almost unanimous opinion has been expressdubainigdsue that the new method did not make theofise
contributions simpler, neither have the proportddmunicipal contributions decreased, which woudthcide
with the original idea of the introduction of thedicator, and that would make the municipalitieplEment
rationalization.

In conclusion, based on the research it can bedstdtat the Hungarian public education involvedamer
elements of risks foreshadowing non-favourable gbarin the future. The inadequacy of state funding

the relatively small own revenue in small villageghere there are no additional resources to meet th
requirements of performing educational tasks artgesluserious consequences might occur on eveey ¢é
primary education and in operation as well. Overillcan be concluded that for the above-mentioned
municipalities public education is one of the mdsiportant local public services of all compulsory
responsibilities, however public education is isitaation of a dire crisis, not just from effectigss aspects
but also from financing as well. Eliminating potahthreats cannot be expected from the municipaliby
themselves, these problems can only be solvedihy esternal assistance.

The usefulness of the practical results of thearese— in our view — is not limited to the munidipes:
— First, the results may help the local decision make forming their educational policy and to tae
the important segments into account and consider#tiat are heavily accented by the municipalities.
— Secondly, the results may also advise the local levheir identification of potential risks thteaing
them as had been projected by segments.
— Thirdly, it may help the decision makers to leane bpinion of municipalities more closely in all
issues related to public education.

We certainly wish to continue this research moaperly in the future in order to study the opinafra wider
spectrum of the municipalities. Some aspects sbipe future research may include the analysishahges
in funding, the further study of factors playingae in decision making related to public educatol also
exploring further conditions of the process of ibeliness might be of similar importance.

8 The publications of the staff of National Instédor Public Education (Oktataskutaté Intézet)
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