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Graph. 7.2. Distribution of schools by average size
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Graph. 7.3. Average class size in general secondary schools in Mariupol
(comparison of the actual class size with the normative
class size)

In 2018 and 2019, the average class size was 24,7 students. In the following
years, this indicator increased to almost 27 students. There are 34 schools
with class size below average and 29 schools with class size above average.
Generally among schools the average class size ranges from 8,6 to 31,5
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students. The largest share of schools in Mariupol have from 25 to 28
students per class (on average). One school has 8,6 students per class (in
2021 it moved from the Mangush gromada), and the number of schools
with 25 to 28 students has increased significantly. From 1 September 2021,
the class size almost reached the normative indicator of 30. In September
2020, there were two schools with more than 32 students per class.

Table 7.1 shows a steady increase in the share of education in the city
budget from 24% in 2020 to 31,2% in 2022, as well as an increase in the
share of secondary education from 13,7% in 2020 to 17,6% in 2022. This is
certainly a big burden on the city budget.

The data for 2020 is actual budget execution, while the data displayed for
2021 and 2022 are planned allocations.

Table 7.1. The budget of Mariupol and its education sector by years

2020 2021 2022

Total budget of Mariupol ('000 UAH) 5110,7 68004 57220
Education budget (‘000 hryvnias) 12259 16897 17854
Budget of secondary education (‘000 UAH) 702,7 938,7 10095
Share of education in the city budget (%) 24,0% 248%  31.2%

Share of secondary education in the city budget (%) 13,7% 13.8% 17,6%

7.1.3. Municipal school circles

Municipal school circles (MyHiuunanbHi OCBiTHI okpyrn) were created and
core education institutions were defined in accordance with the Decision of
the Mariupol City Council dated 30.06.2021 No. 8/8-700 «On the approval
of the Regulation on the municipal school circle and core educational
institution» and the Order of the city Mayor dated 04.08.2021 No. 289 «On
the approval of municipal school circles with assignment of core education
institutions and designated entities».

This was an important step of the city authorities to legalize municipal
school circles that had already existed for several years.

The purpose of setting up municipal school circles was to enable a more
rational and efficient organization of education. It was envisaged to be
achieved by strengthening interaction between individual schools and their
joint participation in planning the development of the education process,
rational and efficient use of available resources, and their development
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within the respective boundaries of circles. The idea was that mutual
reinforcement of schools within the circle could become key to address
inefficient organizational structure and dilution of financial resources.

Municipal school circle is essentially a network of education institutions,
i.e. preschools, general secondary schools, informal education institutions,
inclusive resource centers, speech therapy center and practical psychology
and social work center, subordinated to the Education Department of the
Mariupol City Council.

A core educational institution is a general secondary school that provides
primary, lower and upper secondary education, has qualified teaching staff,
up-to-date material and technical infrastructure, teaching and methodical
foundation, convenient location, offers advanced level programs in selected
subjects and some level of specialization, i.e. performs education functions
that are not performed by other institutions located nearby.

In order to enhance public participation in education management,
circle boards were established in all municipal circles. They included
representatives of local self-governments, the school circle administration,
NGOs, mass media, and stakeholders directly involved in the education
process. The main competences of the board were to prepare proposals for
the interaction between local self-government bodies and the department
of education, performance of public oversight over the situation and
conditions of education institutions in the city, implementation of their
development programs, respect of the legitimate rights and interests of
students and employees, financial and economic activities of education
institutions, and participation in independent assessment of students’
performance. Thus, the circle board was to ensure transparency of all
decision-making related to the municipal school circle.

Mariupol set up seven municipal school circles to which 63 general
secondary schools were assigned. They are located in four rayons of the
city.

School circles also encompassed preschools and informal education
institutions, without actually including inclusive resource centers, speech
therapy center, practical psychology and social work center — these were
separate institutions subordinate to the Education Department.

For comparative overview of the city’s school circles, the tables below show
distribution of general secondary schools and their respective budgets.
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Table 7.2. The structure of municipal school circles

Number of Number nu-l;:Eer eth:ITubr‘:ircﬁrar

municipal Core school of of pre- education City rayon

school circle schools P T

schools institutions

1 School No. 26 10 12 1 Seaside
2 School No. 66 11 11 1 Central
3 School No. 27 11 15 1 Central
4 School No. 10 7 14 2 Left bank
5 School No. 48 7 7 1 Left bank
6 School No. 42 10 9 1 Kalmius
7 School No. 47 7 9 1 Kalmius

From the table 7.2 we see that two circles were created in Central, Left Bank
and Kalmius rayons and one circle in Primorskyi rayon, which is explained
by the geographic location of education institutions.

Table 7.3. School budgets of municipal school circles in 2021-2022

Number of municipal School budget in School budgetin  Growth,
school circle 2021, ml UAH 2022, ml UAH %
1 131,1 134,40 2,5%
2 1619 187,20 15,6%
3 1773 196,10 10,6%
4 106,4 115,60 8,6%
5 1219 123,30 1,1%
6 110,2 114,20 3,6%
7 96,2 102,10 6,1%

The budget of general secondary schools in municipal school circles in 2022
increased by an average of 7.5% (972.8 million UAH) compared to 2021
(905 million UAH).

Table 7.4. Influence of the number of students on the budget

Number of Number of

Number of students students % change
municipal school as of as of of student Growth, %
circle 01.09.2020 01092021  numbers
1 6 008 5853 -2,6% 2,5%
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2 7227 7 036 -2,6% 15,6%
3 6 921 7 376 6,6% 10,6%
4 4678 4709 0,7% 8,6%
5 5378 5383 0,1% 1,1%
6 4 240 4212 -0,7% 3,6%
7 3953 4049 2,4% 6,1%

We observe a higher than average growth rate of the planned budget in
three circles — from 8,6% to 15,6% (2nd and 3rd circles in the Central Rayon,
4th circle in the Left Bank Rayon).

Lower than the average growth is observed in four circles — from 1,1% to
6,1% (1st circle of Primorskyi Rayon, 5th circle of Left Bank Rayon, 6th and
7th circles of Kalmius Rayon).

The amounts specified in the approved planned budget depend on the
number of schools, number of students, area of the premises, geographic
location of a school, and other factors.

Table 7.5. Operating costs per student in general secondary schools by
municipal school circles in 2021-2022

Number of | | 0 . 0 .
municipal Avgrage class Ave:rage class perating per perating per
school size as of size as of student costs in  student costs in
circle 01.09.2020 01.09.2021 2021, UAH 2022, UAH
1 26,5 27,2 21820 22 954
2 28,3 27,8 22 402 26 599
3 25,9 26,3 25614 26 580
4 27,4 27,5 22 748 24 557
5 26,4 26,9 22 675 22 906
6 24,8 25,4 25981 27 121
7 26,5 26,6 24 346 25215

Inthe 2021 budget year, the average per student cost was UAH 14,0 thousand.
Across school circles, per student costs range from UAH 21,8 thousand in the
1st Circle to almost UAH 26,0 thousand in the 6th circle (with 19% difference).
Among individual schools, the differences in per student costs are even
greater. The main reason for these disparities are differences of the class size.
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Graph. 7.4. Average class size in general secondary schools over

two vears

29

28

2

26

25

24

23

Circle 1 Circle 2 Circle 3 Circle 4 Circle 5 Circle & Circle 7

—) (020 —7021

Graph. 7.5. Operating per student costs over two years

29000

27000

25000

23000

21000

19000

17000

15000

Circle 1 Circle 2 Circle 3 Circle 4 Circle 5 Circle 6 Circle 7

—) 020 e—3021

216




Mariumpol

7.2. Budget process

Budget is a primary tool for city management. The budget period is one
calendar year and the budget management period for one year is referred
to a budget cycle that includes: preparation of the draft budget, review and
approval of the draft budget, implementation of the adopted budget and,
finally, reporting on the results of budget execution for a respective year.

The basis for budget preparation is the state of local social and economic
development. Furthermore, the budget is a tool for achieving strategic
goals the gromada has identified for itself.

The decentralization reform made it possible to significantly increase
the revenue part of local budgets. Local revenues are tentatively divided
into own revenues (i.e. what local governments can earn) and transferred
revenues (i.e. what is transferred to local budgets from the state budget
on the irrevocable basis, also referred to as inter-budgetary transfers). Own
revenues of any urban gromada, including Mariupol, include:

e Tax revenues (share of national taxes and fees such as personal income
tax, local taxes and fees (property tax, single tax, tourist tax, etc.), company
income tax, excise tax).

e Non-tax revenues (rent, state fees, fines).

e Other revenues such as proceeds from sale of fixed capital (alienation of
municipal property, sale of land plots), target funds.

Budget of an urban gromada is approved by a council decision.

The standard form of a decision on local budget is regulated by the Order
of the Ministry of Finance of Ukraine No. 668 adopted on 03.08.2018. It
regulates the format of a decision (even proposes a concrete text, without
numbers, of course) as well as several annexes. In practice, actual budget
decisions may diverge from this standard form, but generally should
follow it.

Accordingly, the budget of Mariupol gromada for 2021 was adopted by
decision of the Mariupol City Council No. 8/2-7 adopted on 23.12.2020 “On
the budget of the Mariupol urban territorial gromada for 2021" consisting
of the narrative part and 13 annexes, namely:

1. Budget revenuesy.

2. Budget financing.

3. Distribution of budget expenditures.
4. Budget lending.
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5. Inter-budgetary transfers.

6. Allocation of development budget funds by entities.

7. City target programs.

8. List of loans received by the city council to fill the special fund of the

city budget in 2021 from international financial organizations for the
implementation of investment projects.

9. Entities of co-financing from the State Fund for Regional Development.
10. Grants from the gromada budget.

11. Projected indicative targets of budget revenues and expenditures.

12. List of control bodies.

13. List of budget institutions.

The text of the decision No. 8/2-7 virtually repeats the text proposed in
Order No. 668 (with minor deviations in the closing part). As for the listed
annexes, the first seven are exactly the same as listed in Order No. 668

(with the same sequence), while the remaining annexes were developed by
Mariupol.

For the purpose of our analysis, the relevant document is Annex 3 -
Distribution of Budget Expendituresy.

It is allowed for the budget to be amended during the budget year. For
example, in 2021, Mariupol budget was amended five times: on 26 February,
28 July, 9 September, 24 November, and 22 December.

During the planning process, estimated expenditures of the budget
are determined separately for each budget area, based on the general
availability of resources and prioritized expenditures.

Three key stakeholders are involved in the preparation and adoption of the
budget for general secondary schools:

1. Municipal school circles.

2. Schools represented by school principals.

3. Education Department.

The following are the stages of the budget process:

1. Preparation of the budget forecast.

2. Ground work for the draft budget.

3. Definition of budget thresholds (expenditure ceilings):
a. Preparation of initial budget requests.
b. Preparation of the draft budget.

4. Adoption of the budget (budget decision).
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These stages are discussed further below.
A local budget forecast is determined according to:

e The Budget Declaration for 2022-2024 (Resolution of the Cabinet of
Ministers of 31.05.2021 No. 548) and distribution of inter-budgetary
transfers between local budgets for 2022-2024 that have been taken into
account in the ceilings set for expenditures and lending from the state
budget for the Budget Declaration.

e Budget information determined by the Ministry of Finance (Order of the
Ministry of Finance of 23.06.2021 “On the approval of methodological
recommendations for the preparation of proposals for the local budget
forecast”) providing main provisions on the calculation of tentative ceilings
and preparation of proposals for the local budget forecast.

On the basis of this order, the main budget user, in this case Mariupol
gromada, calculated its revenue and expenditure elements for further
elaboration of indicators for the budget forecast.

Unlike the city of Kyiv, Mariupol had two budget users, namely:

e For operating costs, the budget user is the Education Department that
finances education institutions.

e For development costs that include refurbishment and construction,
reconstruction, the Capable School grant to schools from the state budget,
the budget user is the Department for the Development of the Housing
Fund and Repair of Municipal Property of the City Council.

The next step involved approval of the budget forecast that had been
endorsed by the executive committee of the Mariupol City Council by
decision No. 371 of 30.08.2021 “On the approval of the budget forecast of
the Mariupol urban territorial gromada for 2022-2024" that contained key
projections of the economic and social development of Mariupol, budget
revenues, and expenditure ceilings.

Main budget users have their own expenditure ceilings established by the
Department of Finance of Mariupol City Council and agreed upon during
the budget process. Table 7.6 shows in more detail the documents that
determined the ceilings during the drafting process.

219



Local Budgeting of Education

Table 7.6. Actions to define ceilings for the main budget users

Ne Actor Time Action
3/n
1 Ministry of July - In line with the first part of Article 75 of the
Finance August Budget Code of Ukraine, the Ministry of
Finance sends the letter on drafting of local
budgets with the forecast of macroeconomic
indicators for the upcoming budget year
(letter from the Ministry of Finance of 12
August 2021).
2 Department August Based on the macroeconomic indicators,
of Finance of projected revenues and taxes in Mariupol are
Mariupol City estimated, together with preliminary ceilings
Council (estimates).
Department September Develops and sends instructions to main
of Finance of budget users for the preparation of budget
Mariupol City requests. Note that such instructions
Council are drawn up every year (Order of the
Department of Finance of the Mariupol City
Council of 21 September 2020 No. 41 "On
approval of documents used in the process
of drawing up budget requests").
3 Department September A letter to main budget users to inform
of Finance of — October  about their expenditure ceilings.
Mariupol City
Council
4 Education August — Order of the Department of Education and
Department of ~ September Science of 25 August 2021 No. 206 "On
Mariupol City preparation for the budget period and
Council formulation of budget request for 2022".
5  Main budget September Preparation of budget proposals by main
users —October  budget users.
6  Main budget November  Discussion of ceilings for individual main
users budget users (sectors).
Department
of Finance of
Mariupol City

Among the steps of the local budgeting process are elaboration, approval
and communication to main budget users of the instructions for preparation
of budget requests. This document defines a mechanism for calculation
of indicators of the draft local budget for the planned budget year and
the forecast for the two subsequent budget periods, and establishes the
procedures for formulation, review and analysis of budget requests. General
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approaches to the preparation of such instructions are outlined in the
Order of the Ministry of Finance of 06.06.2012 No. 687 «On approval of the
Instructions for preparation of budget requests».

Responsibility for preparation of budget requests rests with main budget
users.

In accordance with Article 55 of the Budget Code, the main budget users
(in our case, the Education Department) in formulation of budget indicators
for the education sector should first prioritize planning of protected budget
expenditures. These expenditures include salaries of employees of budget
institutions; procurement of medicines and food; payment of utilities and
energy bills; and social welfare. The next step is to consider and include
maintenance costs for institutions and development budget expenditures
(purchase of equipment, capital repairs, etc.).

Preparation of initial budget proposals is carried out by schools. Then, the
Education Department together with the heads of school circles review
the needs of schools and determine priority areas for development for the
Department to take into account in budget request formulation.

The following main documents are used for drafting a budget for the
education sector for schools:

1. Indicators of the school network and student enrolment for the school
year according to the statistical data of the ZNZ-1 report and the Order
of the Education Department on approval of the school network.

2. School curriculum - to determine hours of teaching, compiled at the start
of the school year.

3. Salary scheme of teaching staff as of the 1st of September (number of
teachers’ FTEs, their salaries).

4. Staffing plan of all employees as of as of the 1st of September.
. Information about the number of children eligible for various benefits.

6. Information on the needs for funds for maintenance and upgrading of the
education environment for 2022 (operating costs and development costs
broken down to the relevant level of detail, accompanied by justification,
detailed calculations and copies of supporting documents, etc.).

ol

In order to prepare substantiated proposals for the draft budget, the
main budget user prepares a formal ordinance requesting from heads of
education institutions, including school principals, main documents for
the formulation of draft budget indicators as well as calculations of their
needs as lower-level budget users (Order of the Education Department of
25.08.2021 No. 206 «On preparation for the budget period and formation
of the budget request for 2022»).
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This Order stipulates that heads of education institutions prepare
information on indicators to be used by the Education Department for
calculations, namely: indicators of the school network and enrolment for the
2021/22 school year, the staffing plan and actual headcount, the number of
children eligible for various benefits, the needs for funds for maintenance
and upgrading of the education environment for 2022 (operating costs and
development costs broken down to the relevant level of detail, accompanied
by justification, detailed calculations and copies of supporting documents
specifying the institutional needs.

Table 7.7 shows the main activities carried out to prepare proposals for the
draft budget.

Table 7.7. Actions to prepare initial budget requests by school principals

Ne Actor Time Action
1 Education 20 August Adopt the order on the preparation of draft
Department financial plans, related forms and budget

parameters and communicates it to lower-
level budget users (institutions subordinated
to the Education Department).

2 Principal from 20 Prepare proposals for the draft budget that
of general ~ August to 20  include network indicators (information about
secondary  September enrolment: the number of students, including
school those eligible for benefits broken down by

categories, classes, number of employees,
positions in a staffing plan and headcount,
broken down by categories (teachers, other
pedagogical staff, specialists, etc.). The
institution's needs as regards maintenance
costs and upgrading of infrastructure (not
protected expenditures): purchase of furniture,
office supplies, equipment, household
goods, etc.,, equipment maintenance services,
refilling of cartridges, repair works, telephone
communication, Internet, etc.

3 Principal 20 September Submit budget proposals to the Department
of general of Education.
secondary
school

4 Centralized by 20 Based on the indicators of enrolment and the
accounting  September number of employees, curricula, and salary
office schemes, prepare proposals for the draft
(school budget as regards the need for expenditures
accountant) on food and salaries; submits these to the

Education Department.
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5 Education 3d or 4th Conduct a working meeting with heads of
Department week of school circles to discuss formulation of the
October draft budget.
6 School circle 3d or 4th Submit proposals for priority expenditures to
week of the Education Department.
October

Further on, in line with the current standard forms of budget requests
approved by the Order of the Ministry of Finance of 17.07.2015 No. 648,
in accordance with Articles 34 and 75 of the Budget Code and taking into
account the specificity of local budgeting, main budget users (in our case
the Education Department) prepare budget requests to be submitted to the
Department of Finance within the established procedure and timelines.

In doing so, main budget users must ensure the timeliness, reliability and
adequacy of content of submitted budget requests that should contain all
necessary information for the analysis of indicators specified in the draft
local budget.

The budget request is submitted in hard copy and electronically according

to the following forms: Budget request for ___ - ____ years (general),
Form 20_-1, Budget request for ___ - __ years (individual), Form_-2 -
expenditure ceilings and Budget request for ___ - __ years (additional),

Form _ -3 is used to formulate additional needs above the ceilings. The
Department of Finance does not limit the main budget users in their
formulation of additional needs.

It should be noted that the Department of Finance, at any stage of drawing
up and reviewing draft local budgets, reviews budget requests submitted by
the main budget users for its consistency with the purpose, prioritization, as
well as effectiveness and efficiency of the use of budget funds. It also holds
working meetings with the main budget users to discuss formulation of the
draft budget, including problematic issues and additional needs.

Based on its analysis, the Department of Finance takes a decision to include
the budget request in the proposed draft local budget before submitting it
to the executive body of the local council for consideration.

Table 7.8 below lists the actions of the Department of Finance and the
Mariupol City Council prior to the formulation of the final decision on the
budget.
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Table 7.8. Actions for the preparation of the draft budget at the city
level

N2 Actor Timeline Action

1  Department 1st week of Review the budget request (for compliance
of Finance November of goals with development areas, objectives
of the target program, compliance with the

expenditure ceilings) as well as additional needs.

2 Education 2nd Adjust budget calculations upon agreement with
Department  week of the Department of Finance, prepare presentation
November materials on planned expenditures for the year
and additional needs (if any).

3 Deputy 2nd Conduct budget discussions with budget users
mayor week of and the Education Department.
November

4  City Council 3d and 4th Hold a budget committee meeting where
week of the budget is discussed with the Education
November Department.

5  Education 3 days after Provide adjusted calculations to the budget
Department  the budget based on the results of the budget committee
committee  meeting.

6  Deputy 1st week of Conduct budget discussions with the relevant
mayor by December  council commission.
direction
7  City Council 2nd Conduct public discussion of the budget
week of (Council Member Day to be streamed online).
December
8  Education 2nd Conduct a working meeting on budget
Department  week of allocations between institutions with heads of
December  school circle.
9 City Council 2nd Publish the draft decision on the budget on the
week of official website of the city council.
December

10 City Council 3d and 4th Hold meetings of standing commissions (with
week of all standing commissions) for pre-plenary
December  discussion of the budget.

11 City Council  4th week of Conduct a plenary to adopt decision on the
December  budget.

12 City Council  2nd Publish the draft decision on the budget on the
week of official website of the city council.
December

During deliberations on the draft budget, the Education Department
represents the interests of heads of school circles and school principals. The
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discussions focus on the compulsory needs of schools, implementation of
innovations and priority issues in the field, political preferences of the city
administration and council members. If justified and necessity, additional
financing is allocated above the ceilings. This mainly concerns repairs,
construction and reconstruction of schools. Adjusted budget expenditures
must be reflected in budget requests.

7.3. Innovative budgeting procedures

Mariupol and its Education Department were introducing innovative
approaches to the education management system to achieve a more rational
and effective use of budget funds. As a rule, these innovations would come
about as a project or grant award that are refined and improved step by
step based on the accumulated experience.

The budgeting for secondary education is very rigidly regulated by legal
provisions, which makes it difficult to implement new approaches developed
by the city. Nevertheless, Mariupol was making efforts to make this process
more transparent and predictable. In this section, we shall consider three
innovative budget procedures introduced in the city of Mariupol:

1. Project “Four activities”.
2. The grant program “Parental Fund”.
3. Outsourcing of non-core functions of schools.

These three innovative approaches are discussed briefly in the following
subsections.

7.3.1. Project “Four activities”

The goal of this measure was to create a welcoming environment for
children’s education in the city schools and to make schools more energy-
efficient.

The city administration invests in the improvement of the condition of school
buildings through implementation of the «Four Activities» — a program
that envisages certain types of repair works and capital refurbishment of
buildings.
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The types of work are approved in the Program of Economic and Social
Development of Mariupol for the corresponding year with the breakdown
by individual schools. The program is approved annually by decision of the
Mariupol City Council and is published on the website.

The «Four activities» program is financed from the city budget and is
partially covered by the state budget expenditures. Interestingly, the
unspent amounts of the educational grant from the previous year were
channeled to support these activities.

Renovation of toilets, replacement of windows and repair of roofs stipulates
that financing and performance of works should be completed within one
year, thus enabling gradual renovation of all schools.

It should be stressed that the city made significant contributions to the
equipment of classrooms within the New Ukrainian School reform. For
example, during two years for this purpose UAH 20 840 thousand was
allocated from state subvention and UAH 34 213 thousand from the city
budget.

Table 7.9. The Four Activities program (expenditures for schools,
thousand UAH)

Use of funds 2020 2021
Grant from the Grant from the
state budget state budget

City or unspent City or unspent

budget amounts from Total budget amounts from Total
the education the education
grant grant

New
Ukrainian
School 21976 7 401 29 377 12237 13 439 25676
Renovation
of toilets 18 002 18002 2181 11919 14 100
Replacement
of windows 8 655 8655 4276 4276
Repair of
roofs 10 097 10097 2262 2 262

Over the course of two years, renovation of toilets, replacement of windows
and repair of roofs were completed in 29 schools in 2020 and in 21 schools
in 2021. This helped create a welcoming environment for children to study
in the city schools, and made the schools more energy-efficient.
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7.3.2. The grant program "Parental Fund”

The main objectives of the program were to facilitate the conditions
for solving the issues of development of the material and technical
infrastructure of schools and their premises, to encourage the initiative of
parents, to ensure transparency and openness of charitable contributions
and to pool resources of the local council and the Parental community.

The "voluntary but compulsory” contributions in many schools become an
obligation for parents. Their transparency and spending were at a very poor
level. Parents did not always know where and what they were spending
their money on. Therefore, in order to avoid problems for parents and to
ensure an effective mechanism for additional fund-raising, the Mariupol
City Council approved the Parental Fund grant program (Decision of the
Mariupol City Council of 29.09.2021 No. 8/10-932 «On approval of the
Regulation on the Public Participatory Budget of the Mariupol urban
territorial gromada»).

The priority areas of financing of the Parental Fund through grants are
related to improvement of conditions for the organization of education
process (including the rational use of energy resources, improvement of
territories, landscaping, arrangement of children’s playgrounds, sports
grounds, etc.).

The Parental Fund is made up of parental voluntary contributions as well as
donations, targeted contributions from individuals and companies, and by
matching co-financing from the city budget.

The program is implemented in three steps:

Step | — A decision about participation, determination of funding areas
to improve the education process, fund-raising and transfer of money
to the identified budget accounts. Parental council makes a decision on
participation in the grant program, chooses the area of financing and
gathers funds in budget accounts of a school opened in the State Treasury
bodies. Parents participate in the grant program exclusively for the
development of a school their children attend.

Step Il - Co-financing from the local budget. The city provides co-financing
for the areas identified by the parental council of a school for which the
money has been collected in the budget accounts. The amount of co-
financing matches the amount contributed by parents and kept in the
accounts.

Step lll = Implementation of a grant project. Implementation begins after
the city contributes with co-financing. The school in cooperation with the
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Education Department uses the Prozorro procurement system implements
the grant program by the end of the year.

In 2020-2021, through the Parental Fund UAH 1,498.2 thousand were raised
for the implementation of the school grant program with the matching co-
financing in the same amount from the city.

Not all schools participate in this grant program — only 36 out of 63. The
program also includes preschools, informal education institutions, and
inclusive resource centers.

The largest amounts were spent to purchase of computer and multimedia
equipment, construction materials and furniture.

Strengths of the Parental Fund program:

e De-shadowing of parental contribution.

e Transparent and open use of parental funds.

e Encouragement of parental initiative.

e Interaction between parents, school administration and city authorities to
address the improvement of education process.

e Addressing the development the material and technical infrastructure of
schools and their premises.

e Pooling resources of the local council and parental community.

Weaknesses of the program: spending the money through the Prozorro
system means that the low price is a decisive factor in procurement and
it does not always mean good quality; funds that have not been spent on
procurement by the end of the year cannot be redirected by the school to
other purposes because the co-financing is always ear-marked.

7.3.3. Outsourcing of non-core functions of schools

The goal of the project was to provide better services for the maintenance
of indoor and outdoor premises to education institutions.

The project was launched in 2018 with the establishment of a municipal
service «Laundry for Education Institutions» (Decision of the Mariupol City
Council of 27.01.2021 No. 8/3-55) to provide laundry and ironing services
to municipal education institutions free-of-charge with the aim to improve
the service and reducing the workload on preschools.

In 2021, it was renamed into the «Service Center of Education Institutions»
(Decision of the Mariupol City Council of 30.06.2021 No. 8/8-706) and tasked
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with implementation of the project «Outsourcing of non-core functions» in
education institutions.

The functions of the Service Center performed on a free-of-charge basis for
municipal education institutions were significantly expanded and included:
e laundry and ironing services.

e collection and transportation of laundry from municipal education
institutions.

e support services (maintenance, repair) to keep in good working condition
the engineering equipment of buildings related to central heating, water
supply, sewage, energy supply, electric lighting, sanitary equipment,
external and internal drains, repair of furniture, window and door openings
and other equipment.

e dry cleaning of carpets and upholstered furniture, etc.

Below are the strengths of the project:
e High-quality and timely repair works.
e Recruitment of skilled employees.

e Optimization of labour costs of education institutions by abolishing some
worker positions.

e Improved remuneration conditions.

The weak side of the project is related to the social factor (reduction of
positions in education institutions).

The number of staff positions in schools was reduced by 179 with a wage
fund of UAH 14 457 thousand (with approximate salary of UAH 6 000).

At the same time, the Service Center performs its functions more efficiently
having 113 positions and offering higher salaries (with approximate salary
of UAH 12 000).
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7.4. Conclusions

We are convinced that the budgeting experience of pre-war Mariupol offers
innovative tools that other urban municipalities should learn about and
explore. Below are the key conclusions that can be drawn from the overview
presented in sections 7.1, 7.2 and 7.3.

The positive aspects of the budgetary process in educational in Mariupol
include:

1.1.  Legal framework of budget process and inter-budgetary relations
with regard to local budgets are defined by the Budget Code of Ukraine.
All norms of the Budget Code that regulate relations at each stage of the
budget process equally apply to all local budgets. Mariupol has a clear
administrative structure that deals with the budgeting in education. Its
Education Department is a main budget user that manages budget funds
in the education system and finances education institutions. At all stages
of the budget process there is control of compliance with the budget
legislation and effectiveness of budget funds management.

2. At the stage of budget formulation for education, there is a positive
experience of holding public online discussion of relevant indicators — the
Day of Council Member.

3. To formulate budget proposals, the Education Department started to
involve heads of school circles created in the city by decision of the city
council, thus making it possible to address the needs of each school in
greater detail.

4. Education institutions in Mariupol have their own financial plans and
carry out procurement of goods and services. Servicing and financing
of schools with separate budgets are carried out by the centralized
accounting office of the Education Department. The school principal
independently decides how to prioritize spending of the budget funds
stipulated in a school financial plans. The city has common approaches
to budget expenditures for general secondary schools. All secondary
schools prepare salary schemes as of the 1st of September. Enrolment in
the first grade and setting up classes in primary school is at the discretion
of school principals and the Education Department plays an oversight
role. As a result, the class sizes differ significantly between institutions
(graphs 7.2, 7.3).

5.5. Mariupol and its Education Department were introducing innovative
approaches to the education management system to allow for a more
rational and effective use of budget funds. These innovations usually
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emerged as a project or grant programs that would be refined and
improved step by step based on the accumulated experience. Mariupol
implemented the following innovative projects:

a. School circles.

b. Four Activities.

c. Parental Fund grant program.

d. Project on outsourcing non-core functions.

The limited role of school principals should be named as a downside in the
budgeting process. School principals prepare projections for enrolment and
classes and provide proposals regarding the needs of a school. However,
they do not have a mechanism to present argumentation to defend their
specific needs. The Education Department reviews these proposals and
decides on priorities to be included in the budget proposals, because
proposals from school principals sometimes exceed the ceilings manyfold.
Teachers and parents are not involved in the budgeting process, and there
is no public discussion of the urgent needs of schools to be formulated
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Introduction

The budget process in education at the local level in
Ukraine, as in many countries, is heavily regulated. This
regulation comes from three main sources:

1.

Education legislation, which defines educational
standards (different types of schools, curriculum,
school equipment, formation of classes), employment
levels in schools, as well as the main processes
in schools with direct impact on school budgets
(complectation, tarrification).

. Budget regulation, which defines the format of

budget documents (with their many annexes) and
the classifications which have to be used. As a result,
budget documents are extremely complex and
are very difficult to understand to anybody except
financing professionals.

. Local government legislation, which defines the

rights and obligations of gromadas as founders of
secondary schools.

Further, due to unfinished decentralization process,
there is significant confusion regarding key questions of
the budgeting process:

1.

What is the scope and limitations of budget autonomy
of schools? While the laws on education proclaim that
schools enjoy budgetary autonomy, this has not been
translated into precise obligatory procedures and
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instructions. Budget legislation still assumes subservient role of school
directors in the budget process. In practice, school directors have no role
in all the steps of the budget process after submission of initial budget
requests. Moreover, schools do not have budgets, only financial plans
(koshtoris).

2. How local priorities in education are taken into account when budget
documents are adopted. Typically, initial budget requests are formulated
by the schools based on instructions, and this is seen as almost mechanical
process. Then these budget requests are aggregated and often exceed
what local budget allocates for education. A process of adjustments
and internal discussions takes place, largely between the education
department and the budget department. In this process, there is no place
for formulation of long-term priorities and their implementation in the
budgets.

3. How local budgets are discussed and understood. After final agreement
between the education department and the budget department, the
agreed budget proposal is presented to the local council, who often
barely understand these complex documents. Main focus of councilors
is therefore on planned investments. School directors, teachers, and the
general public face similar difficulties of comprehending the budget
document adopted by council. This prevents informed discussion
between interested parties and creates division between electorate of the
gromada and its elected representatives.

Overall, we can conclude from the three case studies in large cities, as
well as the review of legislative basis of education budgeting, presented
in this book, that while Ukrainian local government legislation has been
reformed to work well with decentralization, this is much less true of
education legislation, and not true at all of budget legislation. This means
that the decentralization process in education cannot be considered to be
completed.

It is premature to formulate detailed recommendations, since they require
open in-depth discussions of all stakeholders, including local governments
and their associations, the Government of Ukraine and its Parliament,
and academic and commercial experts. Moreover, many of the identified
problems and the proposed solutions extend beyond the education sector.
Instead, we can offer some general recommendations. We group them as
follows. Recommendations for the national level are presented in section
8.1. These are proposed changes to overall budgeting system in Ukraine.
Recommendations for the local level are presented in section 8.2. Here we
review some key changes that territorial gromadas may discuss and begin
to implement already, within the current legal system. The third section
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presents selected good practice of budgeting in education in local level,
derived from the three case studies.

8.1. Recommendations for the national level

The budget system in Ukraine, in comparison to modern budget systems in
most EU countries, exhibits several peculiarities, especially regarding budget
classifications. Excessive fragmentation of the budget, as discussed in detail
in chapter 4, namely parallel but independent divisions of the budget into
recurrent and investment expenditures, into consumption and development
expenditures, and into general and special funds, creates confusion,
reduces transparency of budget documents, and does not seem to serve
any useful purpose. In contrast, European budgets are typically just divided
into recurrent and investment parts, which are sufficient for any planning
and communication purposes.

A separate specific feature of the Ukrainian budget system is the
contradiction between the definition of some transfers from the national to
local budgets and the obligatory budget classification. Specifically, the use
of the education subvention, the main budget instrument used in Ukraine
to finance educational tasks, is by law limited to payment of salaries of
pedagogical staff. However, who is and who is not pedagogical staff is
defined only in sectoral (education) legislation, and the expenditures for
their salaries are not reflected in budget classification. This contradiction
creates significant problems for the execution and reporting of budgets,
and more importantly for analysis and planning.

Accordingly, in the present section we review the current legislation
and formulate recommendations regarding budget fragmentation and
classification of teacher salaries.
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8.1.1. Reduce the fragmentation of budgets

Present budget system in Ukraine is excessively fragmented. In particular, it
uses three separate divisions of all expenditures (for details and examples
see chapter 4), defined in Order of MF Nr 11 of January 14, 2011:

1. Recurrent and investment: this is standard distinction between
expenditures which are used for regular functioning of local institutions
(recurrent) and expenditures directed at increasing the value of local
assets (investments).

2. Consumption and development: this is close to the distinction between
recurrent and investment costs, however consumption expenditures are
lesser than recurrent, because they do not include some research and
development costs of national or regional significance (KEKB 2281, KEKB
2610) nor some special purpose activities on national importance (KEKB
2260).

3. General and special fund: these are in fact two separate parallel budgets,
each of which must be balanced (however, transfers from the general to
special fund are allowed). Legislation specifies separate revenues of the
two funds (see Table 4.4, Table 4.5 in chapter 4).

Further level of complexity arises from the use, in budget documents, of
additional category of development budget of local budgets.

This fragmentation makes the reading of budget documents very difficult.
It also prevents informed public discussions about the local budgets,
how they use the available resources and how they attempt to reach the
stated policy goals. At the same time, these distinctions do not seem to
serve useful purposes. For example, differences between recurrent and
consumption expenditures are already captured in budget classification
(namely in KEKB) and may be easily reported in any format, if required. In
general, local governments are heavily regulated regarding the general fund
and enjoy more freedom in setting their special fund (except for targeted
investment grants). The division of the budget into general and special
fund is characteristic of several post-Soviet republics and does not have an
adequate analog in European budget system. Any reasonable purpose of
this distinction may be achieved using well-designed budget reports.

In contrast, the Swedish budget system (discussed in chapter 2) uses only
the division of expenditures into recurrent and investments. With this
division as the basis, the budget process becomes very much simplified:

e Allocation of recurrent expenditures between sectors (between budget
users, or in specific Swedish conditions between the committees)
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represents overall policy priorities of the local council. Detailed use of the
allocated funds, for example by the education committees, is then the
sole responsibility of the budget users.

e Specific investment projects are individually discussed and decided at
the council level and are stated in the budget documents. These are
typically large, multi-year projects, and their selection and approval are
the responsibility of the whole council.

The same simpler division of expenditures into recurrent and investment is
applied in Poland (chapter 3) and in other European countries.

It is recommended that Ukraine revisits its budget system in view of
practices adopted in member states of the European Union, and considers
the possibility to completely remove the division of expenditures into
consumption and development types, as well as division of all budget into
general and special fund. Of course, this recommendation, if adopted by
Ukraine, would require very careful analysis and preparation, because it
would affect many sensitive aspects of the budget system, including the
functioning of the Treasury Service and the details of obligatory budget
documents and budget reporting. Therefore, it can only be understood as a
long term reform plan. Nevertheless, if implemented, this recommendation
would bring Ukrainian budget system much closer to the European
budgeting standards.

8.1.2. Separate teacher salaries in budget classification

According to the Budget Code, the funds from the education subvention
from the national to local budgets may be used exclusively for the payment
of salaries of pedagogical staff during the budget year (following the end
of the budget years, the remaining funds may be used to pay for other
expenditures for general secondary education). At the same time, the
identification of individual employees as being or not being pedagogical
staff is performed in education legislation (Decree of CMU Nr 963 of June
14, 2020, with later changes). The concept of pedagogical staff is not
reflected in budget classification. This represents a contradiction, because it
is not easy to check that the requirements of the Budget Code are respected
in practice.

Regarding the execution of the budget this is not a major impediment,
because all territorial gromadas have to use the Treasury Service, which
identifies each transaction, among others, by stating the source of funds.
Thus, it is not technically possible to spend funds from education subvention
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on anything other than salaries. However, the data items in transactions of
Treasury Service do not allow to ensure that salaries paid from education
subvention reach only the pedagogical staff. Adherence to the requirements
of the Budget Code must be therefore ensured using other means.

On the other hand, budget reports of local governments are not able to
adequately and usefully present actual expenditures on general secondary
education. Until recently, all expenditures from education subvention
were reported together, irrespective whether they came from education
subvention allocated in the current budget year, from the remaining funds
from previous budget years, or from targeted funds allocated to local
governments with a specific purpose (such as school buses or some school
laboratories). The only differentiation of expenditures on general secondary
education was related to type of educational institution. This very significant
deficiency of Ukrainian budget system was corrected in 2020 (Order of MF
Nr 781 of December 17, 2020, amending Order of MF Nr 11 of January
14, 2011), when current system, presented in Table 4.12 of chapter 4, was
introduced indicating both the type of education institution and the source
of funding, namely:

e Own revenues of local budget.
e Education subvention.
e Targeted amounts in remaining funds of education subvention.

e Funds to secure school environment (COVID-19) from remaining funds of
education subvention.

e Other funds in remaining funds of education subvention.

This means that from budget year 2021 budget reports differentiate
expenditures on general secondary education based on the source of
funding, a major improvement of the budget classification. However, this is
not enough. While we can be sure that salary expenditures from education
subvention are directed only for pedagogical staff (assuming that local
governments adhere to regulation of the Budget Code), salary expenditures
from other sources may cover salaries of both pedagogical and non-
pedagogical staff. Thus, budget reports do not clarify which territorial
gromadas have to add to the education subvention from their own
revenues, and how much. It becomes impossible to assess, for the whole
country or for some regions, the degree to which education subvention is
insufficient to meet its primary goal, and the specific gromadas where this
insufficiency is especially acute. This limits the effectiveness of monitoring
of the use of education subvention at the local level, and hampers efforts to
improve the allocation formula itself.

The simple solution to this problem lies in adjustment of the economic
classification of budget expenditures, namely by expanding the available
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codes of economic classification KEKB. Presently, salary and related
expenditures, KEKB 2100, are divided into salaries and taxes and social
contributions and further differentiated for some groups of employees, as
the following Table 8.1 shows:

Table 8.1. Codes for salaries in economic classification of budget
expenditures

KEKB Meaning
2100 Salary and related expenditures
2110 Salaries
2111 Remuneration
2112 Salaries of military staff
2113 Awards for judges
2120 Taxes and social contributions

Thus, two groups of staff have separate budget codes for their salaries,
namely the military and the judges. It is recommended that this
differentiation is also extended to cover separately salaries of pedagogical
staff, for example, in KEKB 2114.

We note that the economic classification of salaries is not set in stone.
While KEKB 2112 for the military has been used since 2011, KEKB 2113 for
the judges was introduced only recently, namely in Order of MF Nr. 615 of
October 15, 2020 (amending Order of MF Nr 11 of January 14, 2011). Thus,
further expansion of KEKB for salaries is possible.

Of course, extension of the budget classification is always a serious matter
and should not be undertaken lightly. In particular, it requires adjustments
to all accounting software used by local governments, and changes to the
functioning of the Treasury Service. However, it is important to note that
pedagogical staff comprise one of the largest groups of public employees,
with over 450 thousand people employed (the only sector with more staff
is the army during the state of war). Their separate treatment in the budget
classification is fully justified.
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8.2. Recommendations for the local level

8.2.1. Strengthen transparency of the budgeting process

Transparency in the budgeting process is an important part of democratic
society, it empowers citizens to be real actors in the process that influences
budget decisions. According to the Budget Code, the principle of publicity
and transparency means “informing the public about budgetary policy,
drafting, consideration, approval, implementation of the state budget and
local budgets, as well as control over the implementation of the state
budget and local budgets”.

The principle of transparency means that there should be open and
accessible information about all aspects of the budget process and options
for budget decisions. This information is important because it allows the
public to understand which projects and programs are financed from the
budget funds, to exercise public control and monitor the quality of budget
decisions. Thus, transparency in the budgeting process promotes trust
between the government and citizens and serves as a safeguard against
corruption and abuse in the use of budget funds, ensuring control over
effective and responsible spending.

Transparency of the budgetary process in education deserves special
attention. Education expenditures in gromadas generally constitute the
largest share of a local budget, which affects the needs regarding access to
quality education for every family with children who attend schools or other
education institutions. Therefore, residents who have schoolchildren have
direct interest in improving the education process and should have access
to information about the education budgeting process and possibility
influence it.

However, in many cases, such transparency is lacking. One of the problems
is citizens and even educators themselves lack adequate skills to work
with the publicly available budget information. Some documents may not
be easily understood when presented in a format that is not accessible to
the public. For example, such information may be presented in the form of
complex financial statements and spreadsheets, making it incomprehensible
to most ordinary citizens. In addition, there are risks that the budget data
may be incomplete or unreliable.

However, even high-quality, timely and reliable publication of information
about the budget process may not be enough if citizens are not able to
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directly influence the process of resolving budgeting issues. Despite
the existing legislative norms that establish the right and highlight the
importance of citizens' participation in local self-government (Law of
Ukraine “On Local Self-Government in Ukraine”, Budget Code of Ukraine,
Law of Ukraine “On Open Use of Public Funds”, Law of Ukraine “On Access
to Public Information”), in practice, city councils do not always see citizens
as full-fledged participants in governance processes.

In addition, corruption risks exist at every stage of the budget cycle. For
example, potential threats can be posed by overstated enrolment numbers
intended to solicit additional funding, or by prioritized allocation of budget
funds to institutions connected with influential local council members, etc.

Based on the case studies of three cities presented in this study, the
following recommendations can be formulated with a view to improving
transparency of budgeting in education.

During preparation of an education budget, it would be beneficial to
have a dialogue not only with individual school principals, but also wit the
collective body of school leaders. The goal would be to share information,
jointly discuss priorities, build consensus on what is most urgent and
justified, and avoid mistakes. This collective approach can be achieved, for
example, by organizing meetings with all involved school principals and by
making relevant budget documents available to them.

The process of forming a list of education institutions to receive funds from
the development fund outside the city programs and public projects should
be made more transparent and less dependent on political influence.
For this purpose, it is possible to use various tools to make comparative
assessment of needs, build rankings, such as, for example, the mapping of
education in Kyiv city.

Application of a common formula contributes to transparency of funds
distribution. At the same time, one should bear in mind that each formula
has its limitations when we speak about the extent to which all specific
needs and conditions of individual schools are accounted for. Therefore,
a formula-based allocation system also requires a reserve fund that would
help to mitigate its limitations.

It is very important to clarify the division of powers in the budgeting process,
in particular between the district education authorities and the department
of education and science (as in the case of Kyiv, concerning introduction of
a formula-based distribution of funds for school maintenance), or between
school circles (as in the case of Mariupol) that have to reach consensus
about prioritization in financing of capital expenditures for schools within
the circle.
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Well-informed aware participation of school principals in the budget
process requires enhancement of their financial literacy through seminars,
workshops, and other activities.

Budgeting in education can be made more transparent by involving the
teaching staff and parents in determining the priority areas for budget
spending and by holding public hearings.

Another effective way to ramp up involvement of educators and residents in
the budget process is to provide visualization of budget information and to
make it available. Various kinds of charts and infographics can help people
learn about the progress of works or resourcing of schools and judge about
the fairness of funds allocation based on the territorial principle.

8.2.2. Link national and local priorities of education policy

Local self-governments are founders of general secondary schools and
determine their local education policy that while taking into consideration
local needs and priorities should also reflect the national education policy.
After all, state education standards, typical education programs, principles
of curriculum financing, teacher in-service training and remuneration are
set at the national level and implemented throughout the country. When
changes are made at the national level and certain priorities are identified
for the national education policy to improve the quality of education,
the implementation should take place throughout the country and be
applicable to all schools regardless of their location.

Therefore, local budgets should respond to the national policy priorities
in the education sector. However, due to limited resources, local initiatives
are often prioritized on the ground. Meanwhile, it is extremely important to
simultaneously implement changes in all Ukrainian gromadas to improve
access to quality education, regardless of local political decisions or
preferences.

As the three case studies have shown, an effective instrument for
advancement of a centrally determined education policy is for the central
government to provide targeted education grants to local communities
supporting specific educational changes. For example, implementation
of the New Ukrainian School reform was supported by a targeted grant
with the same name as a vehicle to channel funds to procure equipment
and methodical support in order to modernize the educational setting for
grades that start with the new national standard. It also included targeted
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upskilling of teachers to ensure their readiness to introduce appropriate
teaching methods and techniques required by the reform.

Local self-governments used this grant to procure supplies and materials
for learning and to arrange classrooms for primary school grades on the
principle of co-financing with the following ratio:

e Up to 70% - money from the grant and at least 30% - money from local
budgets, for oblast budgets, budgets of urban gromadas and the city of
Kyiv with population as of 1 January 2020 over 40,000 residents.

e Up to 90% - money from the grant and at least 10% - money from
local budgets, for budgets of urban gromadas and the city of Kyiv
with population as of 1 January 2020 below 40,000 residents, and rural
gromadas.

e Up to 95% - money from the grant and at least 5% - money from local
budgets, for schools located in villages with the status of mountainous
settlements and settlements along the contact line.

(Resolution of the Cabinet of Ministers No. 476 of 17 May 2021 "Some
issues of providing subventions from the state budget to local budgets to
ensure high-quality, modern and affordable general secondary education
«New Ukrainian School» in 2021).

With this approach, all gromadas were able to implement the reform and
make affordable contribution to its implementation.

City budgets also stipulate several city programs and projects that reflect
priorities for the development of the education system. For example,
Kyiv enacted the «Education of Kyiv» program that comprises a range of
different projects; Lviv launched the «Full-day school» project to increase
the duration of students’ stay at schools and provide extracurricular
activities aimed to facilitate child development; in Mariupol introduced the
«Four activity» program in 2020-2021 aimed help with refurbishment of
toilets, replacement of windows, repair of roofs in education institutions and
arrangement of classrooms for the New Ukrainian School. It is important
to encourage school principals and school workforce to achieve good
outcomes from innovative educational programs supported by the city,
which requires clear definition of performance indicators.
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8.2.3. Clarify the links of budget document to policy priorities

It is difficult to find more strikingly different approaches to local budgeting
process in education than Swedish and Ukrainian experience:

e In Ukraine, the process is seen largely as technical, with the main difficulty
being reducing the expressed needs of schools to fit limited budget
ceilings. The repeated rounds of draft budgets are focused on achieving
precisely that. This is the topic of disagreements and discussions, and the
final decision always rests with the Budget Department.

e In Sweden, the process is seen mainly as a route to achieve policy goals
set by the local council, or more specifically by the party or coalition which
won last local elections. Budget discussions are focused on how these
goals may be achieved. Thus, budget is an instrument of reaching policy
objectives. Budget Department is subservient to policy departments as
long as they serve these objectives.

One of the results of this profound difference is that Swedish budget
documents have relatively few budget numbers but try to clarify the
purposes of the allocation. In contrast, Ukrainian budget documents are
very difficult to read and do not offer any insight into the process that
produced them.

A key example of the rigidity of the Ukrainian system is that budget
documents in most cases almost verbatim repeat the typical format of
budget decisions, as stated in the legislation (see chapter 4). Likewise, in
most cases the annexes of the local decision on the budget are the same
as postulated in legislation, although in principle gromadas may add their
own annexes as they find appropriate (see chapter 5 for examples of such
additional annexes from actual practice in Ukraine).

Nevertheless, it is precisely in these annexes that Ukrainian gromadas have
a certain degree of freedom in their budget process, which may be used to
better express in official documents their priorities. Here, in line with the
Swedish experience (chapter 2), by priorities we mean long term plans of
the gromada, valid for the whole mandate of gromada mayor and gromada
council. These priorities may be expressed in two relatively easy ways:

1. The changing overall allocation of public funds to different sectors.
2. The selected investment projects.

Both of these are valid for several consecutive budget years, and both are
quite easy to explain to the electorate. By showing inherited (historical)
shares of different sectors in the budget and by indicating how and why
these shares will be adjusted over time, gromada shows how it is planning
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to pursue its long-term priorities. Similarly, by stating the current and
planned investment projects, and by providing the reasons for this selection,
gromada directly communicates its priorities to the public.

As mentioned, this can be achieved without changing the format and
requirements of the budget documents, which is the exclusive prerogative
of the national government and the parliament. Namely, gromada may
decide to adopt a few annexes, in addition to annexes present in typical
documents, and design their format to include this additional information.
These annexes may be used to:

e Formulate priorities of gromada opmyntoBaHHs NpiopuTeTiB rpoMaay;

e Explain which elements of the budget express these priorities (even if only
partially).

e [dentify long-term investment needs.

e Specify which investment projects were selected for the few coming
budget years and provide arguments for this selection.

For example, in education these annexes may provide overall position
of education within the city budget, and the shares of different education
subsectors. They may also clarify what new programs are adopted by
gromadas, why they are adopted, how much funds are allocated to them,
and what are the plans for the next years. As the three case studies presented
in this book indicate, territorial gromadas adopt innovative budget programs,
but do not have adequate means to elaborate about their goals and to
exhibit their budgets in the current and subsequent budget years.

Analogously, separate annexes may identify main investment needs of
education, propose strategy to gradually satisfy those needs, and present
to the public immediate and future plans for specific investments.

With this approach, budget decisions of territorial gromadas will be easier
to understand and the links between policy goals and the adopted budget
will be made more explicit. Design of additional annexes and their number
will of course depend on specific needs of territorial gromadas, so the
present book is not the right place to propose them.

8.2.4. Use budget goals and progress indicators in budget
documents

A separate element of the Swedish experience is the use of progress
indicators to monitor how the local government reaches — or does not
reach — its stated policy goals. The use of such indicators in Ukrainian
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budget documents and in budgeting process is not prohibited but is never
practiced. There are good reasons why some at least gromadas may wish to
adopt this approach. We can formulate three such reasons:

1. Use of indicators shows that gromada is serious about its stated policy
goals.

2. Indicators allow gromada officials to assess whether they are reaching their
policy goals, and to change their strategy in case they are not.

3. Indicators are a useful communication tool of gromada with their
electorate.

In order to be useful, progress indicators must meet some conditions:

e The measured variable must have clear policy relevance. It makes little
sense to monitor indicators which do not correspond to any important
aspect of local government activities.

e Gromada should be able to influence the measured variable through its
actions and decisions. If this condition is violated, the indicator will say
nothing about the activities of the gromada.

e The starting value, or the baseline, must be established. Without a baseline
it is not possible to assess how much progress has been made.

e The desired value (or goal) of the indicator should be stated by the
gromada. Without a desired value it is not possible to assess how much
progress is still required.

e The planned time of reaching the goal should be known. Without such
a public deadline it is not possible to assess whether the progress is
sufficient.

e The calculation of the indicator should relatively simple and should be
based on publicly available data. If indicator is either excessively complex
or built from data available only to local officials, it will be viewed with
suspicion and will not support local discussions of policy goals.

e The indicator should be regularly updated, for example every year.
Indicators which are not updated at all, or which are updated too
frequently (for example, every month), quickly lose their relevance and
interest to the local public.

The choice of the progress indicators should be dictated by adopted policy
goals of the gromada. Thus, we should expect that indicators adopted by
different gromadas may be very different. This is in contrast to possible
national indicators, which for comparative purposes should be defined
and assessed uniformly for all gromadas in Ukraine. It is also important
not to have too many indicators: with an excessive number of indicators,
the administrative burden of calculating and publishing them becomes
too heavy, and the additional information contained in them may create
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confusion rather than mutual understanding. One can say, for example, that
for each sector the number of indicators adopted may be between three
and five.

A good place for inclusion of the indicators is an additional dedicated annex
to the decision of local council on the budget. Gromada administration
may include in this annex the list of indicators it plans to use to monitor
its progress towards its policy goal, may provide their definition (method
of calculation), may state their baseline values (for example, values at the
beginning of the local mandate), and their current value (values for the year
before the given budget year). Ambitious territorial gromadas may also
indicate what are the value they want to achieve within given period. This
may become a political risk for the gromada if actions of local administration
fail to change the indicator in the planned direction.

In education, one may propose several possible useful indicators, depending
on the needs and priorities of territorial gromada. Some examples are
proposed in the following Table 8.2.

Table 8.2. Example of policy goals and related progress indicators

Policy goal Relevant indicators

Improved quality of ~ Share of graduates of secondary schools who scored high
education in ZNO

Share of students who did not pass to the next grade and
will repeat school year

Wider access to Share of students who attended more than 10 hours of
extracurricular voluntary education activities (classes) during a school year
activities in schools

Share of schools which increased their extracurricular offer

Increasing efficiency ~ Average class size in TG
of local school

Share of expenditures on salaries of pedagogical staff

network above received education subvention
Gender balance in Share of girls and boys among students who succeed in
local education national education competitions (olympiads)

Share of girls and boys among students who participated
in extracurricular activities

Some examples of progress indicators in education actually adopted in
Swedish municipalities are provided in chapter 4.
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8.2.5. 3Include of school principals in the budget process

As the three cases studies (chapters 5, 6, 7) indicate, the functions performed
by the school director in the budget process may be summarized in the
following manner:

1. Submission of required statistical data (including prognosis of student
numbers).

2. Preparation of draft school budget.

3. Preparation of final school budget within the budget limits determined
by the city.

Of course, during the different phases of the budget process school
principals take part in some negotiations regarding the budget allocation
planned for their school, but these are individual negotiations and are in
no way formalized. The survey of Kyiv rayons (chapter 5) shows that school
principals are in no position to question the decisions of city administration
and to successfully require higher allocation to address specific needs of
their schools. The same survey indicates that city administration, obliged to
collect and process large quantities of statistical data, do not have the time
to assess these needs.

At the same time, it must be recognized that within the limited budget
resources, comparative review of specific needs of individual schools is
necessary to achieve balanced and justified allocation of pedagogical
and other staff, and to ensure consistent quality of pedagogical process.
Ukrainian cities may consider following the example of some Polish
municipalities who introduced into their budget process some additional
steps to allow dialogue between city administration and school principals
and to empower principals vis-a-vis officials of the gromada. Such
additional steps would be new to Ukrainian budgeting practices but would
be consistent with the current legislation.

Strengthened inclusion of school principals in the budget process, based on
Polish experience, may take the following forms:

e Adoption of simplified, comparative documents describing the needs
of schools. Such documents would state, for example, the number of
school positions in the previous budget year (or school year), requested
changes for the coming year, and brief arguments for these requests. The
aggregated documents from all schools may include simple comparative
indicators, allowing to see the differences in functioning of schools, such
as for example:
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o Class size, number of lessons per class, number of full-time equivalent
teachers per class (maybe broken by initial, basic, and upper school).

o Number of other pedagogical staff (pedagogues, psychologists, etc.)
per class and per student.

o School space per class and per student (maybe broken by type of
school space).

e Such comparative documents, shared among all school principals and the
public, written in accessible language and with sufficient clarifications to
make them easy to understand, would help conduct serious discussions
about the differentiated needs of schools and how they can be met within
the available budget.

Adoption of public multi-year investment plans for schools, indicating
the priorities of the city. These plans should be discussed with the school
principals and agreed as long-term development strategy. The plans
should be accompanied by comparative data on the use of schools’
facilities (which buildings are underutilized and which are overcrowded)
and on their conditions (such as roofs, sanitary facilities, subject
laboratories, sport equipment), to justify the sequencing, scope, and costs
of the investments.

Creation of a permanent body including all principals of secondary
schools in the city, giving them a chance to discuss common concerns
and to agree on common position in negotiations with the city. Such a
body would strengthen the position of school directors, but only within
the limits approved by the city. It would also contribute to better mutual
understanding within the local education community and to more
professional conduct of education management.

e Organization of joint discussions of city officials with all school principals
(for Kyiv and Lviv, within the city rayons). Such forums would have to be
well prepared, in particular some background materials, for example the
comparative indicators on functioning of schools and draft investment
plans discussed above, should be ready and shared among all participants
prior to the meetings. School directors who consider that some of data in
the background materials is incorrect should have prior chance to discuss
this with the city and to correct them. The agenda of such forums may
include:

o Presentation by city officials of the status quo and of priorities for next
budget years.

o Presentation of the joint position of the school principals (for example,
as agreed in the permanent body suggested above).

250




Recommendations

o Open but moderated discussion among all school principals, especially
those who have separate views or whose schools have specific needs.

o Adoption of policy proposals for the budget process, not binding on
city administration but providing additional professional input into the
budget discussions.

Of course, the above draft suggestions should be reviewed in the context
of needs of each city, so that the specific format of adopted solutions best
suits local conditions and needs.

8.3. Best practices introduced in three cities

The analysis of budgeting in the three cities of Ukraine — Kyiv, Lviv, and
Mariupol — highlights the application of useful practices and tools that could
facilitate and help improve education budgeting in other urban gromadas.
Here we refer to the following innovative budget practices applied in three
selected cities:

1. Mapping of Education (Kyiv).

2. Formula-based distribution of funds for maintenance of general
secondary schools (Kyiv).

3. Public budget (Lviv).
4. Parental Fund grant program (Mariupol)
5. Outsourcing of non-core functions (Mariupol).

Kyiv introduced the Mapping of Education as an interactive web-portal
with ‘electronic passports’ of various types of education institutions,
including preschools, secondary schools, vocational education and training
institutions, informal education institutions, other organizations (district
education offices, inclusive resource centers).

Using this resource, citizens can obtain information about the type and
level of each institution, its area and premises, present-day technical
condition, capacity and size, number of students and employees, students’
performance in national and municipal tests. In addition, an electronic
passport provides information about the year of construction of the facility
and the year of the latest capital renovation, financial resourcing, types of
repair work and budget funds allocated for these needs. The Mapping helps
understand the conditions in which the educational system functions as
well as education outcomes, ensuring the accessibility and transparency of
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information about education institutions in the city that can be useful for
managing and optimizing the budget expenditure on education.

The purpose of this innovative mapping practice is to ensure the principles
of transparency, openness, and efficiency in the city’s education system. It
is an important management and awareness-raising tool that helps make
objective, data-driven decisions about investment priorities, without relying
solely on political wish list.

Using this tool, parents can exercise public oversight over the school's
financial resourcing, looking into what has been purchased with budget
funds for each individual school or organization. This allows parents to
check and ensure that they do not make contributions for what the city has
already covered from its tax revenues. In general, the tool contributes to a
more transparent and responsible use of budget funds.

Also, the system helps managers to allocate and spend budget funds more
efficiently, provide material and technical support in a balanced manner,
and ensure objectivity and validity of investment decisions.

As a result, the city has achieved greater transparency and efficiency in the
education sector that contributes to better quality of education services
and responsiveness to the community needs.

Introduction of a similar practice in other gromadas would require
defining the key indicators to be displayed in the mapping and relevant
data gathering. To this end, it would be necessary to design a monitoring
program to identify the critical needs and investment opportunities of
education institutions in gromada.

In addition, it is important to determine priorities for investments in
education institutions and ensure their implementation with appropriate
investment projects. It is also necessary to develop mechanisms for
reporting and transparency of costs to ensure public oversight over the
budget funds spent on education.

Kyiv also introduced a formula-based distribution of funds for
maintenance of general secondary schools. It facilitates setting of budget
ceilings for secondary education for city districts, and generally makes
preparation of school financial plans easier and more objective. At the same
time, it should be noted that the formula should be updated and improved
based on its application practice. Alongside the formula-based approach,
some reserve mechanisms should be envisaged since schools may have
very specific and distinct needs that cannot be all reflected and addressed
in a formula.

The formula-based distribution of funds for school maintenance is an
important step towards objective allocation of budget funds to individual
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schools. However, the actual impact of a formula depends on its fairness
and effectiveness as well as political goals it promotes.

An interesting tool that is being introduced in cities to involve citizens
in deciding on priority projects to be financed from the city budget is a
public budget (or participatory budget). It is a democratic mechanism of
cooperation between the authorities and citizens that allows every resident
of a city to participate in the allocation of local budget funds by presenting
a proposal for their own project or by directly voting for their favored
initiative to improve the city life.

The purpose of participatory budget is to involve the public in the decision-
making process on distribution of local budget funds and to ensure greater
transparency and openness in the management of a city or gromada. This
practice helps take on board new ideas and projects to improve the lives
of local community, enhance accountability of local governments and
strengthen trust between local governments and citizens. This innovative
practice also increases citizens’ awareness of local problems and the ability
to influence them, fosters active citizenship, and ensures more effective
allocation of budget funds.

To take one example, Lviv has identified a separate category of Education
and Healthcare Projects. In 2021, the budget of city initiatives made it
possible to implement 48 education projects with the total value of UAH
35,5 million, including the arrangement of education settings in schools,
school canteens, laboratories, recreational spaces, etc.

Participatory budget is become an extensive practice in many gromadas.
In 2021, it was introduced in 197 gromadas across Ukraine. During
implementation, special attention should be given to the level of schools’
awareness and readiness to promote their own projects and the gather
necessary votes because different schools have different opportunities
to organize voting for a project to gain more votes. It would be helpful to
organize dedicated awareness-raising activities to present and explain the
principles of participatory budget and provide consultations on participation
in the planning and prioritization process, submission of project proposals,
promotion, and voting.

The Parental Fund grant program is one of success stories in Mariupol. The
main objectives of the program were to facilitate the conditions for solving
the issues of development of the material and technical infrastructure of
schools and their premises, to encourage parental initiative, to ensure
transparency and openness of charitable contributions and to pool
resources of the local council and the parental community.

It is an open secret that parental charitable contributions to education
institutions are often part of schools’ “shadow economy”, their total volume
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in gromada is difficult to estimate and their spending is rather opaque. The
grant program introduced in Mariupol as the Parental Fund is an example of
possible solution to this problem. It was based on the interaction between
parents, school administration and city authorities with a view to improving
the education process.

The project stipulated that the city council would double the amount of
funds raised by the parental committee for the class or school with a view to
improving the education process, and parents themselves would determine
how the money should be spent. This was a way to encourage parental
initiative to improve learning conditions and ensure financing of projects
they considered as priority for their children. It also contributed to greater
transparency and openness of spending, ensured public oversight over the
use of funds allocated for the needs of education institutions.

The priority areas of the Parental Fund program included improving
the conditions for organization of the education process, including
rational energy consumption, improved outdoor premises, landscaping,
arrangement of children’s playgrounds, sports grounds, etc. Out of 63
schools 36 participated in this grant program.

The findings from the review of allocated costs showed that the funds were
mainly used for the purchase of computer and multimedia equipment,
construction materials and furniture for schools. It is crucial to involve the
local mass media and social networks to build awareness about the program
in order to ensure its maximum openness and transparency. Monitoring
and evaluation of the program results should be put in place to ensure its
effectiveness and achievement of stated goals.

Outsourcing of non-core functions was another interesting project
implemented in Mariupol with the aim to achieve better efficiency of public
spending. Its goal was to provide better services for the maintenance of
indoor and outdoor premises to education institutions.

INon-core functions were removed from education institutions, such as
cleaning of premises, washing and ironing, support services (maintenance
and repair works) to keep in good working condition the engineering
equipment of buildings related to central heating, water supply, sewage,
energy supply, electric lighting, sanitary equipment, external and
internal drains, repair of furniture, window and door openings and other
equipment, dry cleaning of carpets and upholstered furniture. To perform
these functions, a municipal Service Center of Education Institutions
was created to be financed from the city budget and subordinated to the
Education Department. It helped significantly improve the quality of non-
core functions for the education sector and enabled more efficient use of
human resources and city budget expenditures.
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Today, the city of Mariupol is destroyed and occupied by the Russian
regime, and Ukraine is still fighting the unprovoked war against Russia.
Nevertheless, we strongly believe that the recommendations and good
practices presented in this chapter are extremely relevant for the efforts to
improve efficiency and transparency of the budget process at local level
that would be even more desirable and highly anticipated during the post-
war recovery and reconstruction.
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