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What is the impact of the economic crisis on public education
spending?

® The aftermath of the 2008 financial crisis has meant a significant number of countries have cut
public spending on education. Despite GDP rising in most OECD countries between 2009 and 2010,
public expenditure on educational institutions fell in one-third of them.

® Teachers’ salaries were either frozen or cut between 2009 and 2011 in 12 out of the 25 OECD
countries with data available. This may discourage the highest-performing students from joining
the teaching profession.

® Demand for education and training is increasing even as austerity continues to put pressure on
the resources allocated to education. Educational institutions will have to do more with less in the
coming years.

Education is the best protection against the crisis.

The economic crisis has reinforced the value of education. While educational attainment has always had a
huge impact on employability, the financial crisis has strengthened this effect even further. On average
across OECD countries, 4.8% of individuals with a tertiary degree were unemployed in 2011,

compared with 12.6% of those lacking a secondary education. Moreover, between

2008 and 2011 the unemployment gap widened: the unemployment rate for adults

with low levels of education increased by almost 3.8 percentage points, whereas

it increased by only 1.5 percentage points for highly educated ones.

While education matters more than ever, the crisis is putting pressure on
public budgets. This pressure is mostly felt in primary and secondary education
because at these levels, public funding accounts on average for 92% of all funds.
But what has the real impact of the economic crisis been on public spending and
when did the first effects appear?

A delayed effect...

One would have expected to see education systems in OECD countries suffering from severe budget cuts as soon as
the financial crisis hit in 2008. However, many countries initially continued to increase public spending on educational
institutions, either in an effort to offset the effects of the crisis or because they had already decided their budgets
before the start of the crisis (see chart on page 2).

Among the 31 countries with comparable data, only Belgium, Estonia, Hungary, Iceland, Israel, Italy and Mexico
reduced public spending on education between 2008 and 2009. Even in these countries, with the exception of Israel,
the share of national income spent on education grew in this period because the gross domestic product (GDP) fell
faster than public expenditure. Globally, public expenditure on educational institutions increased by an average of 4%
in OECD countries between 2008 and 2009, and by more than 10% in Australia, New Zealand and Portugal.
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Index of change in public expenditure on educational institutions
(Constant prices)

Il Between 2008 and 2009

Index

of change [ Between 2009 and 2010
120
115
110 R S S S
100 ]j: I]JrlLLLJJLJrJ _dla
o F‘I[
90
85
Sigig il 9ig g vwiyixnig gigligieieigiygigiseigigieigiglig AT~
T s 8§58 L EE S e s EEEIRE SIS S S Eie g 58§88
FEEESREER SR EEREAU g EE S L e BTy 8
L - =} A 9 3] S =
igegCe” s 2a=gg- & REREE- T IE A L
~ 2 @ . L a ]
v < 192} [s) =]
Z 5 Zs 5 £ =2 5
%) §D (=)
-4

Countries are ranked in descending order of the index of change between 2008 and 2009.
Source: OECD (2013), Education at a Glance 2013: OECD Indicators, Indicator B2 (www.oecd.org/edu/eag.htm).

o) ...but the first signs of slowdown appeared in 2010.

However, the picture has been less positive since 2010. An increasing number of countries have

put austerity measures in place as a consequence of fiscal consolidation. Although GDP rose

in most OECD countries between 2009 and 2010 (on average by 3%), public expenditure on

6Y% educational institutions increased by only 1% on average and fell in more than one-third of

DA OECD countries. In some cases the decrease was simply due to adjusting to demographic

201 138 changes, but for most the decline corresponded to the first cuts of the crisis in educational

< budgets. Among the countries that had already started cutting public spending, public

36 .5 expenditure continued to shrink in Estonia (by 4.8%), Hungary (by 3.4%), Iceland (by 8.4%)

< and ltaly (by 3.3%) between 2009 and 2010. Meanwhile, expenditure decreased for the

J D first time in Austria, Ireland, New Zealand, Norway, Portugal, Spain and the United States by

{ 2% or less and by more than 10% in the Russian Federation. In Norway, public expenditure on

educational institutions had substantially increased in 2009 in an effort to offset the effects of the
crisis, but this increase was not sustained in 2010.

Public spending on education at the crossroads.

In past decades, education has been given top priority in national budgets in a large majority of OECD countries. The
share of public expenditure spent on education increased from 11.8% in 1995 to 13.1% in 2005. Since 2008, this
trend has been less marked as the crisis put more pressure on budgets overall, requiring governments to prioritise
between education and other key public sectors, such as health, unemployment and social policy. Even among those
OECD countries which saw increases in public expenditure on education between 2008 and 2010, in half of them
these increases did not keep pace with the growth in public expenditure overall (see chart above). This relative decline
has been greatest in Brazil, Ireland, Mexico, Norway and the United States.
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Index of change between 2008 and 2010 in total public expenditure on education
as a percentage of total public expenditure for all levels of education combined
(2008 = 100, 2010 constant prices)
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Countries are ranked in descending order of the change in total public expenditure on education as a percentage of total public expenditure.
Source: OECD (2013), Education at a Glance 2013: OECD Indicators, Indicator B4 (www.oecd.org/edu/eag.htm).

Teachers’salaries are being squeezed...

Teachers' salaries represent around two-thirds of public expenditure on education, which explains why in some
countries the first signs of a slowdown had a direct impact on pay. Salaries were either frozen or cut between 2009
and 2011 in 12 out of the 25 OECD countries with data available (see chart above). On average across those countries,
teachers’ salaries at primary and secondary levels decreased in real terms by about 2% between 2009 and 2011,
the first decline since 2000. Teachers’ salaries were significantly affected in Estonia, Greece, Hungary and Spain. In
Estonia, minimum teachers’ salaries were cut back to their 2008 levels in 2009 and have been frozen at that level
since then. In Greece, various reductions in teachers’ benefits and allowances affected teachers’ salaries in 2010 and
2011. In Hungary, a supplemental bonus that was paid to all teachers was suspended in 2009. And in Spain, all civil
servants, including teachers, saw their salaries reduced in July 2010.

... but this can affect the quality of learning.

When the economy is in crisis, and graduate unemployment is high, the teaching profession might seem to be
a safer and more attractive choice than other occupations. But significant salary reductions can also have

a negative impact on a country’s attempt to attract the best students to the teaching profession.

As a consequence, countries will find it more difficult to maintain the quality of learning in the future.

As the PISA 2012 study showed that better-performing countries tend to pay teachers higher
salaries, paying teachers less may not be the most effective way to improve value for money in

education. Past increases in public spending on education were not necessarily motivated by the

desire to improve the quality of teaching. For example, public expenditure per pupil increased

significantly between 2005 and 2010 in two-thirds of OECD countries as the result of smaller class
sizes due to policy decisions or declining student numbers.
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Change in teachers’ salaries in lower secondary education (2000, 2008 and 2011)
Index of change between 2000 and 2011 (2000 = 100, constant prices) for teachers with 15 years of experience
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Countries are ranked in descending order of the index of change between 2000 and 2011. Q. 37
Source: OECD (2013), Education at a Glance 2013: OECD Indicators, Indicator D3 (www.oecd.org/edu/eag.htm). 91
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Investment in education will need to become much more efficient. N b 5 &
The pressure on public budgets has become significant in many countries since 2010. Recent O 036 . 52
research suggests that the trend observed in 2010 of declining public expenditure on education has 28 Bb ©
continued (European Commission/EACEA/Eurydice, 2013). It also shows that more OECD countries e

will begin cutting public spending on education over the next two years.

In times of pressured public budgets, choices need to be made and many OECD countries face challenges

to maintain or improve the quality of learning with fewer resources. It will be crucial to invest public resources more
efficiently in the coming years. For instance, funds allocated to teacher training — both initial and continuing — turn
out to pay off to improve performance of the education systems.
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While public spending on education did not initially seem to suffer
from the crisis, the picture since 2010 has been less positive. Fiscal consolidation has led half of
OECD countries to cut or freeze teachers’ salaries. OECD countries will not be able to mobilise
additional public resources in the coming years, so investment in education will need to become
more efficient and be motivated by considerations to improve the quality of teaching.
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