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FOREWORD

The topic of the OECD meeting of the Education Committee at Ministerial Level
held in January 1996 was “ Making Lifelong Learning a Reality for All“. The
OECD Secretariat had drafted wide-ranging background material for the meeting,
which after having been given its final touches was published by the organisation
under the title “ Lifelong Learning for All“. In their joint statement given at the
conference, the Ministers of Education declared:

“There are substantial potential benefits from lifelong learning,and
increased investment is likely to be needed if these are to be realised.
Incentives must be found which will maobilise new resources, but how the
responsihility of such investments is shared will depend on the traditions
and circumstances of different Member countries. While some countries
are prepared to fund lifelong learning largely from the public purse, others
will need to find ways of mobilising investment if it is to be affordable...
Ministers... request the OECD to deepen its analysis of policies which
offer incentives for learners, their families, employers and other partners
to mobilise larger investments for learning, and which promote cost-
effectiveness, equality and quality in tertiary education.”

The Education Committee of the OECD initially agreed in April 1996 to undertake
work to follow-up on financing questions raised in the Ministerial Meeting. In
November 1996, the Committee recommended focusing further work on the
underlying issues in finance, particularly incentives and affordability, and
document good examples of how various financing options might be used as
instruments of strategic policy. Affordability, in this context, is understood to
refer to the methods and the extent to which the resources needed to meet the
costs are mobilised. To this end, three avenues of work are to be explored:

— developing, on the basis of country reports compiled by national experts,
an inventory of current, new and emerging strategies for mobilising the
investment required for the implementation of lifelong learning for all,
and for improving its returns and reducing its costs;

— undertaking an analysis of issues and options in the financing of specific
sectors and stages in lifelong learning provision, using sectoral case



studies prepared by national experts in volunteering countries, as well as
materials and reports emerging form on-going work in the Secretariat;

— establishing, with input from national and invited experts, a set of goals
and related criteria for judging the affordability of aspects of lifelong
learning and the appropriateness of the various arrangements that might
be used to finance it, and to draw out the policy lessons and implications.

In order to launch the first avenue of activity, the OECD Secretariat began to
prepare drafting instructions for country reports. This draft was discussed at the
experts’ conference in Sockholm in March 1997. In April 1997 the OECD
Secretariat sent final instructions to the Member Countries and asked them to
express possible willingness to compile a report. Mr Olli-Pekka Heinonen,
Finland's Minister for Education, decided in May 1997 that Finland will draft a
country report.

The essential contents of the instructions drafted by the Secretariat for country
reports can be summed up as a request to answer the following questions:

How extensive is the supply of learning opportunities and their use, or in
more traditional terms, the participation in each form of education at the
present moment?

What political objectives have been set to increase participation in
education?

What kinds of costs would the implementation of these political objectives
involve under the present forms of financing?

Could public funding be found for implementing these political objectives
by savings through developing the financing of various forms of education
in such a way that they would encourage educational institutions to
organise education in a more cost-effective and influential way?

Could incentives be developed in order to obtain private funding to reach
the political objectives which would increase the willingness of individuals
and employers to invest in education?

This report deals with these questions as follows:

Chapter 1 presents the present rate of participation in education.



Chapter 2 describes the objectives for increases in educational
participation set out in present political documents.

Chapter 3 presents an analysis of how these objectives have already been
reached and how participation in education should still be increased in
order to meet these objectives.

Chapter 4 describes the suggestions made by the Committee for Lifelong
Learning to increase participation in education. These suggestions have
been compiled in preparation for political decision-making and provide
a view of the questions which are likely to be the focus of political
discussions in the near future.

Chapter 5 provides a description of education insurance and the public
debate surrounding it. The idea of this chapter is to make visible some
aspects of the political atmosphere in which the strategy for lifelong
learning is being devel oped.

Chapter 6 presents calculations of the costs included in the present
financing arrangements realising the objectives mentioned in political
documents and the suggestions made by the Committee for Lifelong
Learning would cause with the present financing arrangements.

Chapter 7 presents the present funding arrangements of the various forms
of education and an evaluation of their effects on cost-effectiveness.

Chapter 8 presents two examples of good practice: the reform of AMK
institutions (polytechnics) as an example of a reform aimed at increasing
the effectiveness of educational financing, and the competence-based
vocational qualification system as an example of a reform aimed at
reducing the costs of education and finding new sources for the financing
of education.

Chapter 9 presents the conclusions.

Minister Heinonen gave Counsellor of Education Jorma Ahola responsibility for
compiling the report. The following experts have contributed to the report:
Counsellor of Education Jorma Ahola (adult education, general texts), Counsellor
of Education Risto Hakkarainen (competence-based vocational qualifications),
Senior Inspector Virpi Hiltunen (students' financial aid), Development Manager
Kirsti Kyla-Tuomola (universities, education insurance), Secretary Markku



Lahtinen (apprenticeship education), Senior Government Secretary Tarja Lehti-
nen (vocational education), Senior Government Secretary Marjatta Lindqvist
(polytechnics), Senior Inspector Tarja Olenius (vocational education), Special
Researcher Olli Poropudas (vocational education), Counsellor of Law Arto
Sulonen (government subsidy system), and Counsellor of Education Matti Vatka
(general education). Senior Inspector Tuija Leminen has written the parts of the
text which fall under the responsibility of the Ministry of Labour.

Helsinki, 30 June 1998 Director Markku Linna



THE SY STEM OF EDUCATION IN FINLAND

Finnish educational policy characteristically strivesto achieve aconsistent
improvement intheoverall level of education andto ensurethat all population
groups have as equal access as possible to education to the benefit all
geographical regions. The expansion of higher education into a network
covering the whole country in the 1960s and 1970s, the transfer from the
pardlel system to the comprehensive system during the 1970s, the overhaul
of initial vocational training in the 1980s, and the establishment of the
polytechnics in the 1990s are all manifestations of this approach. During
the present decade, theaim of improving educational standardsand equality
has been supplemented by the objectives of flexibility in the educational
system, the expansion of individual options, and internationalisation.

The comprehensive school is a nine-year system providing
education for al children of compulsory school age, usually from the age
of 7. Approximately two thirds of 6-year-olds attend pre-school education
provided either by a day care centre or a comprehensive school.

Post-comprehensive school education isprovided by upper secondary
schools and vocational institutions. The upper secondary schools offer
a 2—4 year genera education curriculum, at the end of which the pupil
takes the national matriculation examination. The initial vocational
gualificationstake 2—-3 yearsto complete, but the two-year qualifications
are being gradually phased out.

After the upper secondary school or initial vocational qualification it
ispossibleto continue on to apolytechnic or university. In 1998 itisstill the
option of commencing studiesleading to higher vocational (post-secondary
level) qualificationsin avocational institution, asunder the previous system.

The polytechnics began to function in 1991, when the Council of
State granted the operating licences for the first trial units (the so-called
temporary polytechnics). The aim of the polytechnic reform has been to
raise the level of the higher vocational education and to clarify the
educational structures. The curriculaof the polytechnicstake 3—4 yearsto
complete, and their compilation has been based on the previous post-
secondary and higher vocational levels.



The consolidation of the polytechnics beganin 1996. Thetargetisto
consolidate the whole of the polytechnic system by the year 2000. The
number of polytechnicswill then be 25-27, and the majority of themwill be
multi-disciplinary.

There are 20 universities in Finland, half of which are multi-
disciplinary. Higher education is also provided by the Military Academy
which comes under the jurisdiction of the Ministry of Defence. In
universities, the Bachelor’s degree takes 34 years to complete, while the
Master’s degree takes 56 years. On completion of the Master’s degree,
students can continue on to take a licentiate's or doctor’s degree.

Within the domain of adult education, the comprehensive school
and upper secondary school education, initial vocational training, and post-
secondary level education as well as training leading to polytechnic and
university degreesisprovided with the same objectives asin youth education.
Those at work are provided continuing training at al levelsin order to help
them maintain and improvetheir professiona skills. Thedifferent formsof
general studiesallow adultstoimprovetheir general knowledge and acquire
avariety of civic skillsand other practical knowledge and skillsneeded in
every-day life.



Chart 1. Youth education system

Age

- 25
— 24
— 23
— 22
- 21

— 20

19

— 19

— 18

— 17

— 16

Compulsory schooling

16

L 14

- 11

10

Years

6 A
5 A

: A 4 A

3 . .- 3

| Universities AMK N

_2 institutions i

L A A

i i A
° Upper A
2 secondary Vocational 2
| schooIsA schools _1
1
I A

9

8 Upper stage
.

6

; Comprehensive schools

4

; Lower stage
2

1
| Preprimary education in children’s day care centres |

| (kindergartens) and comprehensive schools |




Chart 2. Adult education system
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1. CURRENT PARTICIPATION IN EDUCATIONAND
THE STUDENT FINANCIALAID SYSTEM

1.1. Pre-school education

The Finnish school system does not include separate school s at pre-school
level, although pre-school education isprovided at comprehensive schools
and day-care centres. Pre-school education provided at comprehensive
schoolsisfree. At day-care centresthe fees depend on the size and income
of thefamily, and on the number of siblingsin day-care. Therearenolegal
provisions obliging thelocal authoritiesto arrange pre-school education at
day-care centres.

The development of pre-school education for 6-year-olds began in
earnest in the early 1970s with the joint experiments of the social and
school services. The aim was to develop and test a study plan drafted by
the Committee for Pre-school Education and to explore various model s of
pre-school education suitablefor different working conditions.

Pre-school education was only entered in the Comprehensive Schools
Actin 1983. Under theAct, amaximum of oneyear of pre-school education
before compulsory schooling can be arranged at comprehensive schools
with alicence from the Ministry of Education and on the grounds defined
by the Ministry.

The Council of State report concerning educational policy presented
to Parliament in 1990 stated that in the 1990s 6-year-olds are to be secured
the right to participate in pre-school education corresponding to current
pre-schools or organised at day-care centres, and that in the long run a
decision isto be made concerning the lowering of the compulsory school
age to six years.

The extension of free pre-school education to cover all 6-year-olds
has not yet been possible, mainly for financial reasons. The Ministry of
Education has attempted to improve the situation by increasing the number
of placesin pre-school education. The numbershaveincreased asfollows:



Table 1. The number of children participating in pre-school education at comprehensive
schoolsin 1993-1997

Year Students
1993 1555
1994 2069
1995 2925
1996 3591
1997 4539

There are no separate annual statistics available on the number of 6-
year olds participating in pre-school education at day-care centres, but by
1997 it can be noted that some 2/3 of 6-year-olds have participated in pre-
school education at day-care centres or comprehensive schools. The number
of 6-year-oldsin day-care was c. 35,000.

Day-care centres are often organised according to age groups (e.g.
under 3 years of age, 3-6-year olds). In the largest day-care centres, pre-
school education for 6-year-oldsisarranged in separate groups; if necessary,
the activities of the 6-year olds are streamed according to the children’s
devel opmental needs. Theremay also be sibling groups consisting of children
between 1 and 6 years of age.

The pre-school education for 6-year-olds provided at comprehensive
schools can either be arranged in a separate pre-school class or integrated
into the first (or joint first and second) grade.

Together with the National Research and Development Centre for
Welfare and Health STAKES, the National Board of Education drafted in
the spring of 1996 an outlinefor the pre-school curriculum for 6-year-olds.
Thegod of pre-school educeationisto createalearning environment providing
the child with stimulating activitiesand offering it an opportunity for many-
sided devel opment. Focal starting pointsarethe child sindividuality, active
learning, and growth as a member of a group.

1.2. Comprehensive school

Local authoritiesareresponsiblefor providing education at comprehensive
schoolsfor students of compul sory school ageliving inthe municipality, or



to ensure that the students have access to education corresponding to the
comprehensive school. In Finland, most comprehensive schools are
maintained by the local authorities. Only c. 1% of schoolchildren attend a
private school.

The Finnish comprehensive school lasts nineyears. According to the
Comprehensive SchoolsAct, every Finnish citizenisrequiredto achievea
certain standard of education. Compul sory education starts at the beginning
of the autumn term in the year of the child’s seventh birthday. For special
reasons achild may be granted the right to start school one year earlier or
later. Each child of compulsory school ageliving in Finland but whoisnot
aFinnish citizen also has aright to education.

Compulsory school age lasts ten years. Compulsory attendance at
school has been fulfilled when the person has completed the upper stage
of comprehensive school or other corresponding education. The right to
attend the comprehensive school continuesuntil the student has compl eted
the courses required for comprehensive school education or until the end
of July in the year of the student’s 18th birthday. For special reasons the
student may be granted the right to continue at the school even after this
date.

The lower stage of the comprehensive school lasts six years and the
upper stage three years. There is no selection between lower and upper
stage, the students transferring automatically to the upper stage. The
administrative demarcation between the lower and upper stagesisto be
eliminated in connection with the overall legidative reform.

At the beginning of the autumn term 1996 there were altogether
589,100 studentsat comprehensive schools, of whom 380,900 werein lower
stage and 200,300 in upper stage and 2,600 in supplementary education.
Supplementary education, or 10th grade, at the comprehensive school is
independent and not included i n the requirementsfor compul sory education.

The comprehensive school isacompulsory school and the number of
students is a factor of the age structure.



Table 2. The number of students at comprehensive schools and those finishing school with a final report

in 1990-1996
Year Schools Lower stage, Upper stage, Extrateaching, Total Number of
grades 1-6 grades7-9  the 10th grade students
(aged 7-13) (aged 14-16)  (aged 17) receiving final
reports
1990 4,869 389,410 197,719 3,602 590,731 61,054
1991 4,843 392,059 197,505 4,193 593,757 64,175
1992 4,758 392,537 195,532 3,777 591,846 65,634
1993 4,610 390,892 193,591 3,369 587,852 65,483
1994 4539 387,306 193,657 3434 584,397 64,297
1995 4474 384,369 196,642 3,178 584,189 63,756
1996 4,391 380,932 200,349 2,554 583,835 63,514

1.3. Upper secondary school

Thegoal of the upper secondary school isto continuethe educational tasks
of the comprehensive school and to offer general education, which isthe
requirement for studies at an institute of higher education. The local
authoritiesaremainly respons blefor providing education at upper secondary
schools. C. 8% of schoolchildren attend a private school. Permission to
establish an upper secondary school is granted by the Council of State.

To enter upper secondary school the student must have completed
comprehensive school. The upper secondary schools offer a three-year
curriculum. Upper secondary schools have either separate grades or
streaming. In practice all upper secondary school s have adopted the system
of streaming.

Upper secondary school following the grade system takesthreeyears
to complete. Streaming allows the students themselves to influence their
personal study plan and the time required for its completion so that the
three-year curriculum can be completed in 2-4 years. At the end of the
upper secondary school the students take the national matriculation
examination, whichisthe general eligibility criterion for higher education.
The students are usually 15-19 years of age.

At the beginning of the autumn term 1996, there were 109,900 students
at upper secondary schools. The number of students at upper secondary
schools has grown every year since 1989. In the autumn term 1996 the



number of studentsattending upper secondary day schoolswaslarger than ever before
inthe 1980s and 1990s. In 1996, upper secondary school education was completed by
atotal of 32,800 students. This number hasincreased during the last few years dueto
an increase in the number of students attending upper secondary day school. Courses
required at the upper secondary school can be completed in 2-4 years. 93% compl eted
the upper secondary school in three years.

Table 3. Sudents at upper secondary schools and those having completed upper secondary school in

1990-1996

Year Number of upper First-year Total number Sudents having
secondary students of students compl eted the upper
schools secondary school?

1990 463 33,388 88,160 26,125

1991 463 35443 92,278 25,263

1992 464 37,292 909477 24,679

1993 463 38,053 105,096 27,523

1994 456 38,107 107,824 30,634

1995 450 37,565 109,108 31,944

1996 448 37,153 109,878 32,753

9 The course of study required at upper secondary school can also be completed at upper secondary
schoolsfor adults, adult courses at the upper secondary school, adult education centres, folk high schools,
or asa private student at an upper secondary school.

1.4. Vocational education
| nstitution-based education

Initial vocational education for young people and adultsismainly organised
at vocational institutions, but in somefields of education also at folk high
schools, conservatories, and physical education centres, and only as adult
education in certain vocational adult education centres and special
vocationd ingtitutions. Vocational ingtitutionsare owned by themunicipalities,
municipal federations, or private corporations. There are currently only
five state-owned special vocational institutions providing upper secondary
education leading toinitia vocational qualificationsaswell as preparatory
and rehabilitative education for disabled students.

Thestructure of initial vocational education wasreformed in 1995 by



cancelling the existing multi-level system based on basic coursesand general
periods and by introducing in secondary education after comprehensive
school initial vocational qualificationstaking 2, 2¥2or 3 yearsto complete,
and collegelevel and higher qualifications based on these. Having acquired
initial vocational qualifications, young people were able to enter working
lifeor to continuetheir studiesat collegelevel, in higher vocational education,
or at apolytechnic. After theimplementation of thereform, it wasno longer
possibleto continue onto post-secondary education directly from compre-
hensive school as under the previous system. The path to collegelevel and
higher vocational qualificationsfor students having passed the matriculation
examination was retained. In addition, such students were still able to
participate in upper secondary vocational education if they so desired.

Experimental polytechnics were first introduced in 1992 and have
since been complemented by new institutionsthat had been providing college
level and higher vocational education. Thefirst polytechnicsbegan operating
on a permanent basis in 1996. The expansion of the polytechnic system
has decreased the provision of collegeleve and higher vocationa education,
which will gradually be removed entirely from the vocational education
system. The last intakes of new students for college level education will
take placein 1998.

The number of studentsin initial vocational education hasincreased
continuously over thelast ten years. in 1985 the number of studentstotalled
147,000, in 1990 ¢.162,500, and in 1993 over 185,000. Although the number
of students in upper secondary education has increased even further, the
total numbers of studentsininitial vocational education (upper secondary
vocational education, college level education, and higher vocational
education) developed a downward trend since 1994 due to the expansion
of the polytechnic experiment.

Theincreasein the number of studentsininitial vocational education
has been concentrated on adult education in particular. Adult education
coversthose adult-oriented lines of study with aminimum age requirement
of 25 years. If the student has work experience, this is reduced to 20
years. Adults may also participate in youth education, but there is no
systematic data available on their numbers.

Despite the strong expansion of the polytechnics, the number of
students participating in youth education was in 1985 c. 142,000, in 1990



over 148,000, and in 1996 till over 143 000. In adult education the corresponding
figureswerein 1985 c. 5,500 students, in 1990 c.14,000 students, and in 1996 already
nearly 23,000 students.

Table 4. The number of studentsininitial vocational education at different levelsin 1985 - 1996

Year General-  Upper College Higher Total Adult
period secondary  level vocational education
1) education  education education

1985 19800 70400 46 400 10800 147400 5500
1986 33500 55900 47900 11200 148500 5800
1987 33600 54300 50200 11 300 149400 6600
1988 34400 53500 52200 11700 151800 8300
1989 32700 54200 55000 12600 154500 10700
1990 33500 54600 62 500 11900 162 500 14200
19901 36100 59100 68 500 13300 177000 18900
1992 35300 67800 66 900 14400 184400 25800
1993 31700 75100 65 700 12600 185100 29000
1994 28900 76900 63400 10100 179300 27500
1995 400 102800 61200 7200 171600 26400
1996 200 106 200 54000 5600 166 000 22700

1) The 1996 statisticsinclude thosein participating in the orientation period.

A time series comparison between the numbers of students
participating in education at various levels is somewhat hindered by the
fact that until 1995 vocational education was arranged according to the
general period system described above, which meant that after completing
comprehensive school students would first enter the general period of a
basic course and only then select a special course at upper secondary
level, college level or higher vocational level. Students attending general
periods were not included in the statistics as studying at any particular
level. Thosetaking the matricul ation examination, however, directly entered
education leading to a degree, so in the statistics these students were
included on the correct level from the start of their education.

For purposes of time series comparisons, the number of studentsin
upper secondary education before 1995 can be extended to cover students



in general periods, which would result in arough number comparablewith
later statistics. (Studentswho have moved onto aspecialist coursein college
level education or higher vocational education should not beincludedinthis
number.) The total number of students in upper secondary education has
increased in the 1990s, but not much beforethis: bothin 1985 and 1990 the
number of studentsin general period and upper secondary education totalled
¢. 90,000, in 1995 nearly 103,000, andin 1996 c. 106,000.

Changesin the number of students attending vocational institutionsin
the 1990s can be explained partly through the temporary increase in
educational provision and particularly through changes in educational
structures, such as the move to successive education, the extension of the
AMK (polytechnic) system, and shifting the focus to longer education. In
connection to the network of institutions, the AMK reform, which will in
the future reduce student numbers and finally phase out attendance at
vocational ingtitutionsat collegeor higher level, may inthelong runincrease
the numbers of students participating in upper secondary education.

Apprenticeship training

Apprenticeship training is governed by the act on apprenticeship training
which entered into forcein 1993. Apprenticeshipisbased on awork contract
with afixed duration, under which the student undertakes to work for the
employer, receiving instruction and payment for thework in order to achieve
professional skillsinagiven profession or field. Thewagesreceived by the
apprentice are determined according to the coll ective agreement on wages,
as arule 80 - 90% of the wages of a skilled worker. During theoretical
instruction, for which the student receivesno pay, (s)heisentitled to receive
social benefits covered by the calculated unit costs paid by the government.

Initial vocational qualifications, collegeleve qualifications, further and
specidist vocationd qualifications can be acquired through an apprenti ceship.
Thelength of apprenticeship training varies from 4 monthsto 4 years.

Compared with traditional institution-based education, apprenticeship
training enjoyed in the past few decades only aminor position asapathway
to vocational qualification. In the early 1970s the number of apprentices
hardly exceeded 3,000. In the early 1980s the number of students
temporarily exceeded 8,000, but the numbers declined again to c. 5,000
students by the beginning of the 1990s.



The position of apprenticeship training asastructural element of the
vocational education system hasbeen significantly strengthened inthe 1990s.
Thisis due to the previously mentioned reform of the apprenticeship act
and the Vocational Qualifications Act, which entered into force in May
1994 and madeit possibleto acquireinitial, further and specialist vocational
gualifications through apprenticeship training. As a work-based form of
education, apprenti ceship training has supported national education policy
in attempting to improve the correspondence between the requirements of
the labour market and of vocational education.

The extension of apprenticeship training has continued apace,
particularly since 1996. The growth has been accelerated by national
advertisement campaigns organised by the education administration and
labour administration, the support targeted at the young unemployed under
Objectives 3 and 6 of the European Social Fund , and the employment
support granted to employers by the labour administration.

Table 5. The average number of apprenticesin 1993-1997

Year

1993
1994
1995
1996
1997

Apprentices Apprentices Apprentices
in initial training in continuing training total

Young  Adults Total Young  Adults Total
people  (25-v.) people  (25-v.)

4143 " . 2757 6900

" " 4708 " .. 4548 9256
2608 4307 6914 651 2828 3479 10393
4346 7342 11688 1250 2987 4237 15925
6397 11259 1765 1573 3280 4853 22509

1.5. AMK institutions (polytechnics)

In Finland, polytechnics form a non-university sector which operates
alongside the university sector. The principles underlying polytechnic
education derive from the need for a highly-trained expert workforce in
the labour market. The polytechnics have been developed from former
vocational institutions which provided the highest level of vocational
education.



Students apply for entry to the polytechnics after completing their
general or vocational upper secondary education. The requirement is a
Finnish matriculation certificate, i.e. an upper secondary school leaving
certificate, ainitial vocational qualification, or an equivalent international or
foreign qualification.

The scope of polytechnic degree programmes is governed by legis-
lation. They require a minimum of three and a maximum of four years of
full-time studies; in special cases they may exceed four years.

Experimentswith theammattikorkeakoulu system beganin 1991, when
the government granted permission to set up 22 experimental institutions
(AMK institutions or polytechnics).

The Polytechnics Act was passed by Parliament at the beginning of
1995. Conseguently, the Government authorised nine polytechnicsto begin
operating on a permanent basis in August 1996. In the same year, the
Government accredited another seven permanent polytechnics to begin
operating at the beginning of August 1997. Furthermore, in the spring of
1997 the Government passed adecision on four new permanent polytechnics
which will begin operating at the beginning of August 1998. Thiswill raise
the number of permanent polytechnicsto 20. Thusthetotal number of poly-
technicsis 32, 12 of which continue on an experimental basis. The degrees
awarded by the permanent and temporary polytechnics are equival ent.

The reform is to be fully implemented by the year 2000. The pro-
jected final number of polytechnics is smaller than the present, perhaps
some 25 or 27. Thiswill require someinstitutional fusions.

Table 6. The number of students at polytechnicsin 1992-1997

Year

1992
1993
1994
1995
1996
1997

Studentsat Sudentsat Total

experimental permanent

polytechnics polytechnics

6 900 6 900

14200 14200
23600 23600
31100 31100
28100 16800 44900
24200 39300 63500



The figures include programmes for young people and adults, and
additional places under the employment programmein 1996-1997. Some
19-21% of students participatein adult programmes. Adult education means
studies leading to qualifications at polytechnics and specialist studies for
those who aready have qualifications, the studies being tailored to meet
the specific needs of mature students.

1.6. Theuniversities

The 20 Finnish universities are state universities run by the Ministry of
Education. The universities are largely autonomous in terms of teaching
and research and other internal affairs. Until the mid-1980s, the Finnish
university system was extremely centralised. The use of appropriations
was controlled in detail by the university budget.

Sincethelate 1980s, control by the government has been lessened so
that in international terms the universities currently have alot of latitude.
An essential move from previous practice is the intended move from
controlling the*input” i.e. student intake, number of staff, and appropriations
targeted at given purposesto defining “output” i.e. objectives and results.
Targets regarding degrees will be recorded in the target agreements
between the Ministry of Education and the universities, while student intake
will beleft at the discretion of the universities. Asfor adult education, the
targets recorded in the target agreements are the number of students both
at open universitiesand in continuing education, with funding coming mainly
from outside the university budget, mainly as participation fees.

Numbers of students have increased notably in the 1990s, both in
university education leading to a degree and the two main sectors of adult
education.

The number of students studying for degree at universitiesincreased
in 1991-1996 by c. 20 %; in 1991 the number of studentstotalled 115,000,
and in 1997 dlightly under 143,000. The number of new students studying
for afirst degreeincreased by 9%, or ¢. 1,500 students, as compared with
c. 17,000 studentsin 1991.

The number of Master’s degrees taken in 1991 was almost 8,500,
and in 1997 almost 10,900. The numbers increased by c. 24 %. The
corresponding numbers of doctor’s degrees were 525 and 935, which



corresponds to an increase of almost 80 %. The humber of other degrees
hasvaried, being in 1997 c. 4300.

Table 7. The total number of students, new students, and degrees at universitiesin 1991-1997

Year Total number New Magter’s Doctor’s Other
of students students degrees degrees

1991 115600 17200 8400 525 2400
1992 122 000 17700 8700 530 2200
1993 126000 17 300 9400 650 2400
1994 128000 17 300 9600 700 2700
1995 135000 18700 9800 765 3000
1996 138000 18500 10600 850 3400
1997 143000 18700 10900 935 4300

Atingdtitutionsof higher education, the number of students participating
in continuing education increased by almost 100 % from 1991, being in
1996 ¢.123,000. The number of students at open universitieswasin 1991
¢. 43,000, andin 1997 c. 74,000, which indicates over 70 % growth. During
the last few years the number of students participating in open university
education haslevelled out at c. 75,000 students, whilein continuing education
the numbers seem to be still increasing.

Table 8. Sudents participating in university adult education in 1991-1997

Year Open universities Continuing education
1991 43000 62 000
1992 50000 71000
1993 60000 78 000
1994 68 000 96 000
1995 75000 98 000
1996 75000 109000
1997 74000 123000

The increase in student numbers is partly due to the general rise in
educational attainment, which increases the pressure in higher education.



Including university degrees in the result objectives increases the
number of completed degrees. Thisisparticularly evident inthe number of
Master’s and Doctor’s degrees. The flow-through is intensified, but this
does not necessarily lead to an increase in student intake. The number of
students studying for a Doctor’s degree is further increased by the gradu-
ate school s established in 1995, where young graduates are supervised and
obtain their doctorates in approximately four years.

The number of students participating in adult education reflects the
effects of labour market appropriations. The increase in open university
education under the Relander programmein the early 1990sis particularly
clear. In continuing education the focuslay on education commissioned by
thelabour administration. Since 1995, the end of the economic depression
and the boom in personnel training have contributed to the increase in
continuing education offered at universities. Appropriationsreceived from
EU structural funds also have varying effects on the numbers of students
in different regions. This has only been evident since 1996. In addition to
the implementation of continuing education, EU funding is also used for
conversion training at university level and Master’s programmes.

1.7. Adult education and training

The Finnish adult education and training systemisdivided into
two main parts: general degree-oriented adult education and
general studies, and vocational adult education.

General degree-oriented adult education and general studies

In genera degree-oriented adult education, adults can study coursesrequired
at comprehensive and upper secondary school aswell as coursesincluded
in university degrees at open universities. In 1995, comprehensive school
was completed by 500 adults, and upper secondary school by 2,100 adults.
Most of the students only take some coursesincluded in the syllabus of the
comprehensive or upper secondary schools. On average, therewere 26,000
students participating in education. The educationis mainly funded by the
government and local authorities. Feesare also paid by the students. Open
university education was aready discussed in the previous chapter.



Genera studiesrefer to generd interest adult education. It hasahistory
stretching back over 100 years. The general studies focus on languages,
dataprocessing, interpersonal skills, and both aesthetic and ethical personal
development. Important areas of interest-oriented studies include manual
skills, the arts, self-expression, and physical education. Studiesrangefrom
evening studies in the student’s home area to short full-time courses at
variousingtitutions. General studiesare also offered in theform of education
lasting several months at residential institutions. Some 20% of the adult
population participate annualy in general studies. General studies are
primarily financed by the central government and the studentsthemsel ves.
Themunicipaitiesmainly contributeto thefunding of adult education centres.

\ocational adult education

Vocational adult education isdivided intoinitial vocational education and
continuing vocational education. Adults can acquire the same upper
secondary level initial qualifications, collegelevel qualificationsand higher
vocational qualificationsastheyoung. The studentsaregiven anindividual
study plan taking into account previous education and work experience. In
1996 the number of students participating in adult education at upper
secondary level, collegelevel, or higher level totalled c. 25,000 adults. The
number of students participating in adult education leading to apolytechnic
degree was 7,300.

Continuing vocational education can take many forms, ranging from
short supplementary courses lasting afew daysto programmes extending
over several years. According to a survey conducted in 1995, 43% of the
workforce, or c.1 million people, reported having participated in education
related to their work or profession.

According to the participant groups and funding arrangements
vocationa adult education can bedivided into independent education, [abour
market training, personnel training, and apprenticeship training. VVocational
institutions and higher education establishments arrange the majority of
adult vocational education. Only in the field of personnel training is the
number of educational establishments operating on a commercial basis
significant.



Independent vocational adult education:

Independent vocational adult education provides the student with an
opportunity for personal development regardless of employer or position
on the labour market. Educational costs are paid by the State (education
administration), municipalities, and the students themselves, and in some
cases by employers. Independent vocational adult education can be both
initial or continuing education.

The volume of independent vocational adult education was rather
small until the mid-1980s. Towards the end of the decade the volume was
increased as aresult of extensive committee work on the development of
adult education. In 1993, thefull timeegquivalent number of studentsreached
nearly 30,000, andin 1995 nearly 40,000. In 1995, the number of participants
totalled nearly 400,000.

Labour market training:

The purpose of labour market training is to prevent unemployment and to
relieve labour shortage. Most of the participants are unemployed. The
training isfunded by the State (Iabour administration). Labour market training
ismainly continuing in nature.

Table 9. Labour market training in 1991-1996

Year

1991
1992
1993
1994
1995
1996

Entrants Average number Days of
of students study
(million)

51 800 18400 39
72970 28900 55
70040 27200 6,1
81700 28400 6,6
93090 33900 71
118520 43200 83

In 1996 the number of people starting labour market training was
over 118,500. The corresponding average number of studentswas 42,300.
The number of participants has more than doubled in the 1990s. The



volume has paralleled the devel opment of the employment situation. The
proportion of unemployed amongst those beginning trainingwas 75 %, having
decreased by 8% from the previous year. Economic growth has increased
the participation of theemployed population: in 1996 their sharewas 9.5 %.

Labour market training is targeted at people with alonger period of
unemployment. In 1996 the number of long-term unemployed with at least
oneyear of unemployment starting training increased by 4,400. The share
increasedin 1996 to 17 % (19,700), the corresponding figurefor 1995 being
16 % (15,300).

Of those entering labour market training, 40% had no previous
vocational education, 29 % had completed secondary education, 20 %
collegelevel education, and 11 % higher education.

Theaveragelength of labour market training in 1996 was four months.
14.4 % of thetraining lasted 6 to 15 months.

Personnel training:

Personnel training refersto thetraining of the personnel of acompany or a
public corporation according to the employer’s needs. Personnel training
isfinanced by the employers. Itisusually continuing in nature.

According to the results of a labour market survey conducted in the
form of interviews, personnel training wasin 1995 and 1996 participatedin
by 760,000 employees, or 44 % of al employees. The average number of
days per participant was four. The training focused on those with a high
level of initial education and socio-economic position. Taking economic
fluctuations into account, the number of participants has been increasing
gradually since 1982, when extensive statisticswerefirst compiled. In 1982,
the share of employees participating in personnel training was 28.6 % of
the employed popul ation. The number of days per participant hasremained
fairly constant since 1989, thefirst year for which information isavailable
on thissubject. In 1995 the number of employees participating in personnel
training commissioned by employers and organised at institutions and
universities coming under the authority of the Ministry of Education was
310,000.



Apprenticeship training:

Apprenticeship training refersto vocational studiesorganised in connection
with practical experiencein theworkplace and complemented by theoretical
studies at an institution. Training costs are paid by the State (education
administration and labour administration for the unemployed), employers,
and to alesser extent the municipalities. Apprenticeship training can be
either initia or continuing.

The volume of apprenticeship training on the whole wasfairly small
before the 1990s, and since the mid-1990s it has been systematically
increased. The proportion of adults in apprenticeship training has been
separately entered in statistics since 1995. Since then the number of adults
(25 yearsand over) participating in apprenticeship training has devel oped
asfollows:

Table 10. The average number of adult apprentices (25 years and over) in 1995-1997

Year Initial training Continuing training
1995 4 307 2828
1996 7342 2987
1997 11259 3280

An upper limit has been determined for continuing training in the
State budget in order to prevent enterprises from transforming personnel
training paid for by the enterprisesthemselvesinto apprenticeship training
partialy financed by the government.

No such limits have applied to initial training. On 1 January 1997
therewasachangein thelegal framework allowing apprenticeships|eading
to further vocational qualifications to be regarded as initial instead of
continuing training, and thus exempted from quantitative limits.

1.8. Student financial aid system

Sudent financial aid

In addition to student loans, study grants from government funds were
introduced in Finland in 1972. The system has been devel oped further by



increasi ng the proportion of grantsand by simplifying the system by reducing
meanstesting. Student financial aid wastransferred to the Social Insurance
Institution (KELA) in 1994 and at the same time the National Student
Financial Aid Centre, which had previously administered student financial
aid, was attached to the Social Insurance Institution. Student financial aid
for students other than university studentsisadministered by KELA'sCentre
for Student Financial Aid andlocal officesof KELA. At institutesof higher
education, the Financial Aid Committees may also grant financial aid to
their students in accordance with the agreement signed with KELA. The
institutes receive compensation from KELA for administering student
financial aid. Other institutions also have tasks connected with the
administration of student financial aid. The Ministry of Education bearsthe
responsibility for the overall organisation and development of student
financial aid.

Student financial aidincludes study grantsor adult study grants, housing
supplements, and government guarantees for student loans. Study grants
and adult study grants are taxable income. Due to student tax relief, a
student may be exempted from paying tax if (s)he has no other income.
Student loans are granted by the banks on market terms. The student and
the bank agree on terms and repayment in more detail. The State pays part
of the interest of old student loans granted to university students before
1992 and to other students before 1994 in the form of interest subsidy.
Furthermore, the interest of both old and new student loans (interest
assistance) may also be paid by the State during unemployment, performance
of national military service, or receipt of maternity or parenthood allowance.
Furthermore, university students also benefit from meal subsidies in the
form of cheaper meals. Subsidiesare paid to the caterer by KEL A according
to the number of meals sold.

Student financial aid can be granted in respect of full-time post-
compulsory studies. The amount of student financial aid depends on the
student’sage, type of accommodation, educationa level, and meanstesting.
Eligibility for student financial aid is determined on the basis of full-time
studies, success at studies, and the need for financia aid. If the student
attendsan ingtitution other than ahigher education establishment (vocational
institution, upper secondary school, and folk high school) and is under 20
years of age, the amount of study grant depends on parental income as



well asthe student’s own income; for housing supplement the agelimit is
18. At university level parental incomeis not taken into account.

Table 11. Maximum study grants FIM/month 1.1.1998

Sudents Atuniversities At other ingtitutions

Married students or students

with maintenanceliabilities 1540 1270
Students over 19 yearsliving

ontheir own 1540 1270***
Students under 19 years living

on their own 750* 500**
Students over 20 yearsliving at home 630* 380*
Students under 20 years living at home 230* 130**

* can be raised on grounds of parental income
** can be raised or lowered on grounds of parental income
*** can be lowered on grounds of parental income

At ingtitutions other than higher education establishments, financial
aid can be granted for morethan one successive degree. At the universities,
financial aid isavailable for amaximum of 55 months for one degree. At
the polytechnics, the maximum length of aidis45 or 55 months. For studies
at higher education establishments, financial aid isavailablefor amaximum
of 70 months. The maximum amount of State guaranteeis FIM 1,300 a
month.

Students can get hel p with housing costs either as housing supplement
as part of student financial aid or as general housing allowance. The
housing supplement covers 67% of reasonable housing costs during the
months of study. The genera housing allowance covers 80% of the housing
costs during the entire year. Housing allowance is meant to help students
living alonein rented flats. Other students are covered by general housing
allowance.



Table 12. Financial aid granted during the academic year 1996-1997

Sudy grant and housing supplement Student loans
number %  Total average  number % Total average
of of FIM per of of amount of per
recipients  stu- million recipient recipients stu- guarantees  recipient
dents FIM/month dents FIM million FIM/month

Upper secon-
dary schools 42706 3B 116 302 2923 2 27 1,031
Vocational
institutions
and folk high
schools 155218 77 1382 90 75,951 37 808 1182
AMK ingtitutions
(polytechnics) 14442 & 211 1628 7182 Vi) tS¢] 1279
Universities 76848 57 1244 179 31,970 PA] 395 1371
Foreign
institutions 4,795 98 2173 2557 a7 2060
Total 294,009 3049 1,152 120,583 1,360 1253

Number of recipientsof student financial aid (study grant, adult study grant,
housing supplement and student loan) developed in 1990-1997 asfollows:

Table 13. The number of recipients of student financial aid in 1990-1997

Academic year Number of recipients
1990-91 243507
1991-92 260 365
1992-93 275272
1993-94 294514
1994-95 307 324
1995-96 208872

1996-97 303329



Financial support against school bussing

Students attending an upper secondary school or a vocational institution
may beeligiblefor assistancefor daily transportation costs. For the student
to qualify for assistance the distance travelled must be long (over 10 km)
and the costs significant. Depending on the mode of transport, assistance
ispaid to the owner of theinstitution, the ticket seller, or the student. The
Ministry of Education bearsthe responsibility for the overall organisation
of financia support against school bussing, and KELA for administration
of the benefit. C. 55,000 students enjoy this benefit. Annual coststotal c.
FIM 140 million.

Financial support against school meals and accommodation allowance

At upper secondary level, students receive a free meal offered by the
provider of the education. The value of thisbenefitisc. FIM 270 amonth.
The students may also be offered free student accommodation. The total
costs of accommodation allowancefor educational providersreach c. FIM
80 million ayear. Accommodation allowance covers c. 17,000 studentsin
vocational education.

Benefits related to adults

Benefits particularly targeted at adults such as adult study grant, vocational
training alowance, adult education supplement to redundancy pay, job
alternation compensation and the additional partial vocational training
allowance are geared to education leading to vocational or higher-level
gualifications or supplementary studiesor for separate study unitsrequired
for the acquisition of competence for a given profession or office. Both
general and vocational studies are possible during ajob-alternation leave.
Theminimum agelimit for adult study grant, vocational training allowance
and adult education supplement to redundancy pay is 30 years.

Adult study grant correspondsto 25 per cent of the previousincome
level of the student with amaximum of FIM 2,800 and minimum of FIM
1,540 amonth. The maximum amount of the student loanisFIM 1,800 a
month. Aid is granted on much the same basis as for young students. In
means-tested financial aid only the student’s own income is taken into
account.



Table 14. Adult study grants awarded in 1990-1997

Academic year Adult study grants awarded
1990-91 13653
1991-92 26412
1992-93 30893
1993-94 22 207
1994-95 17280
1995-96 13639
1996-97 10286

The amounts of vocational training allowance (FIM 1,400 a month)
and the adult educati on supplement to redundancy pay (FIM 1,100 amonth)
arefixed and the applicant’s previousincomelevel isnot taken into account.
These benefits may be granted in addition to student financia aid to students
with an adequate work history. The recipient of adult education supplement
to redundancy pay must have been made redundant on production or
financial grounds. Vocational training allowance requires the recipient to
have awork contract during the period of education and to be on aleave of
absence for study. Employers contribute to the funding of these benefits.
The benefits are administered by Education and Redundancy Pay Fund
and State Treasury.

The compensation paid during job-alternation leave corresponds to
70% of the person’s cal culated unempl oyment benefit, not exceeding FIM
4,500 amonth. The student must be absent from afull-time job according
to an agreement with the employer. A person entering job-alternation leave
may also be granted partial vocational training allowance (FIM 1,000 a
month) for independent vocational studies. Job alternation compensation
ispaid by unemployment fundsand KELA.

Table 15: Benefitstargeted particularly at adults: the number of recipients and funding in 1996

Form of support Coverage Costs FIM million
Adult student grant (1996-1997) 10,300 154
Vocational training allowance 4,144 3
Adult education supplement to redundancy pay 7,566 41
Job alternation compensation 543 30

Partial vocational training allowance 543 4



Other benefits payable during education

Rehabilitation allowance is granted on grounds of substantial 1oss of
ability to work and earn anincome duetoillnessor injury. The benefitis
determined on the basis of the recipient’s earned income, either assessed
by thetax authorities or on actual earningsduring the six months preceding
application. The average amount of the benefit is c. FIM 4,000 a month.
During the academic year 1996-1997 the benefit covered altogether 5,655
students, 90 % of whom participated in upper secondary education and
therest in higher education. The benefit is administered by KELA.

Farmer’s study grant is FIM 150 per day of study. The average
amount of the allowanceis FIM 2,000 amonth. During the academic year
1996-1997 the allowance covered participation by ¢. 6,000 farmersin upper
secondary level education. The allowanceisadministered by Employment
and Economic Development Centres.

Labour market training allowance

Labour market training is free to the student. The student’s subsistence
during training is guaranteed through atraining allowance or cash labour
market support corresponding to the amount of unemployment allowance.
Days of study are not included in the daysfor which unemployment benefit
ispaid or the maximum length of the said benefit.

In addition to the training alowance the students may receive tax-
free meal support and travel assistance. This maintenance allowance is
FIM 30 a day. Students requiring accommodation may also receive a
corresponding allowance for their accommodation costs. If thetrainingis
organised abroad, the students receive 50% of the daily allowance for
staying abroad.

The dlowanceis paid by unemployment funds or KELA.



Table 16. Labour market training allowance: recipients and funding in 1991-1996

Year Recipients of training allowance Costs
or cash labour market million supports FIM million

1991 54750 768,6
1992 80800 1164,7
1993 84 400 12394
1994 71350 1074,2
1995 84 300 1072,0
1996 99 850 1219,7

Financial aid for independent education for the long-term unemployed

Enteringintoforceon 1 August 1997, the act onfinancial aid for independent
education for the long-term unemployed marked the first stage of the
implementation of the education insurance agreed between the Government
and the employees organisations in relation to the reduction in the
unemployment allowance. Thisbenefit can be granted to people who have
been unemployed and seeking employment for at least 12 months, and who
have during the past 18 years spent at least 12 years in employment or as
entrepreneurs. The amount of the benefit correspondsto the unemployment
allowance. The system now allows assistance corresponding to the
unemployment allowance to be granted also for independent education
financed by the education administration. Previously it was granted only
for training financed by the labour administration.

Support may be granted for studiesleading to vocational qualifications
at vocational schools, colleges or AMK institutions, aswell asinterrupted
studies at comprehensive school, upper secondary school, or higher
education establishments, if they prevent employment. The education must
start between 1 August 1997 and 31 July 1998. The maximum period for
support is two years. Education must be full-time and continuous, with a
minimum extent of 20 credits.

In 1997 the number of long-term unempl oyed starting their studieson
this benefit was 570.



2. OBJECTIVES CONCERNING THE EXPANSION OF
PARTICIPATION IN EDUCATION IN POLITICAL
POLICY DOCUMENTS

2.1. Government Programme

Prime Minister Paavo Lipponen’sgovernment began itswork in the spring
of 1995. Inits governmental programme it declaresitself the government
of employment and joint responsibility. It has summed up the essential
aimsof itsfour-year officein nine objectives, thefirst two of which areto
increase employment and decrease the public debt in relation to GNP, In
1994 unemployment stood at 18.4 % and public debt equalled 59.6 % of
GNP. One of the government’s main objectives also concerns education:
“Thesignificance of education and research will increase, and anticipation
of the future will become more effective.

The chapter of the government’s programme which concerns
education, science and culture defines lifelong learning as an essential
principlein the development of education: “The ability of theindividual,
society, and industry and commerce to respond to change, internatio-
nalisation and the increasing significance of information is dependent on
basic all-round education, specific skills and creativity. The principle of
lifelong learning has to be converted into practical action in co-operation
with the labour market. Our aim must be to raise the whole nation’s level
of education.”

The government’sstarting point isbasic security in education for all,
regardless of place of domicile, language or economic situation. The
government guaranteesfree comprehensive schooling and upper secondary
or vocational educationfor all.

In the chapter which concerns education the government announces
that it will invest in the use of networks and the possibilities offered by the
information highway, increasing choice for students, and raising the level
of mathematical and scientific know-how. The government also aims to
consolidate non-university (polytechnic) education at ahigh level of quality
to meet the demands of thelabour market, and al so to continue the structural
development of the universities. The government aso announces that it



will develop co-operation and the division of labour between universities
and AMK institutions (polytechnics), and that it will arrange the funding of
universities in a way which enables their profitable long-term work. As
concerns the funding of universities, the government will focus on the
formation of centres of excellence and the employment of graduates.

The government also plansto simplify labour market adult education
and independent learning and their support systems so asto encouragethe
individual to choose education.

In the chapter on employment, the government announcesthat it will
focus on young people and the long-term unemployed. The effectiveness
of social provision of jobs and education will be increased to prevent the
individua from dropping out of the labour market.

2.2. Development plan for education and research

Every four yearsthe Council of State passes a plan on the development of
education and university research for the current year and the following
fiveyears. In December 1995 the Council of State passed the devel opment
plan for the period 1995-2000.

Theintroductory chapter of the planisentitled “ Towardsaknowledge-
based society” . Education and research are seen as part of Finland' s strategy
to promote public well-being, cultural wealth, sustai nable devel opment and
economic success. |n the development of education theforemost principles
arehigh quality, equal opportunitiesand lifelonglearning. The devel opmental
emphasislieson basic security in education for children and young people,
the broadening of theingtitution-centred perspectiveto encompassall forms
of learning, all learning environmentsand al ages accordingto theprinciple
of lifelong learning, interaction between education and employment, the
international perspectivein education, aversatilelanguage programme, the
information strategy, sustai nable development, mathematical and scientific
know-how, the cultural mission of the education system, centres of
excellenceinresearch and in the arts, researcher training, and theevaluation
of the education system.

The devel opment plan sets devel opmental objectivesfor each part of
the education system. The aims concerning the expansion of participation
in education are asfollows:



In pre-school arrangements, the aim is to offer one year of
pre-school education for all children before the comprehensive
school.

The internationally high graduation rate from comprehensive
school will be maintained and the proportion of students who
continue on to post-compulsory education will be increased.

Secondary vocational diplomas will be revised by the year
2000. The target duration of studies is three years (while in
some diplomas it is at present two years). All diplomas will
include at least six months of on-the-job learning.An experi-
ment will be launched on a three-year (2+1) diploma consisting
of formal schooling and apprenticeship-style on-the-job
learning. The number of new apprenticeship trainees will be
increased to equal about 20% of places available in secondary
vocational educational.

The reform of AMK institutions (polytechnics) will be completed
during the planning period. This so called non-university
sector will include all higher vocational and most college-level
vocational education.

The number of places in secondary education will be arranged
so that the entire generation graduating from comprehensive
school can enter secondary education. Ca. 60 to 65 % will be
offered a place in an AMK institution or a university. In
addition, places will also be reserved in adult education.

Adult education leading to qualifications will be increased and
focused especially on additional training in response to
changes in the labour market. In the year 2000, the number
of beginning places will be 36,700 when in the academic year
1993-1994 it was 26,500. Secondary vocational adult
education will be implemented flexibly as a combination of
institutional and apprenticeship education; national vocational
and specialised vocational qualifications will become primary
qualifications. The supply of other continuing and
complementary education will be at least 35,000 student work



years, or more, depending on the employment situation.

Between 1996 and 1998 the number of places in vocational
and non-university education will increase annually by 9,000,
according to the government’s employment programme. In adult
education, preparations will be made to increase places in
education by between 10,000 and 20,000, beginning in 1997.
In the year 2000 the supply will decrease as the present
exceptionally high need for education will have decreased by
then.

The students' financial aid system will be further overhauled
to increase individual motivation to opt for education and
training.

2.3. The Finnish Employment Programme and related decisions

The Finnish Employment Programme

In the autumn of 1995 the government decided on the Finnish Employment
Programme. According to the decision, educational supply incomprehensive
vocationa education will be increased annually by 5,000 new places, so
that in 1998 the increase will be 15,000 places compared to 1995. Efforts
were made to start this education as early as January 1996, as achangein
the law was also under preparation according to which those under 20
years of agewithout vocational education would betaken out of thelabour
market support system from January 1, 1996 if they do not participate in
vocationa education.

According to the Finnish Employment Programme and the incomes
policy agreement, the educational supply should beincreased to bring 4,000
new students into vocational education each autumn between 1996 and
1998. Thiswould, according to estimates, havelead to 10,000 new students
in 1998 compared to 1995.

The programme included preparations for an increase in places in
adult education by 10,000-20,000 studentsannually, beginningin 1997. The
decision was later redefined to give an annual increase between 1997 and
1999 to 15,000 places. However, it was later decided that 5,000 of these



places were to be redesignated to increase the supply of study places for
young people in 1997 and 1998, as labour market support was expanded
on January 1, 1997 to include young people between 20 and 24 years of
age without vocational training; thiswas expected to increase the demand
for vocational education. Out of thetotal number of placesin adult education,
4,200 were decided to be allocated to initial vocational education, 4,300to
further vocational education, and 1,500 to university-level continuing
education.

Government decision concerning labour market support places

The Finnish unemployment benefit system is divided into two parts,
unemployment allowance and labour market support. The allowance is
given for arestricted time period; it isaform of aid meant to compensate
for loss of income. It is meant for people who have been made redundant.
L abour market support isintended as basic social security for people who
are entering the job market for the first time or have been receiving
unemployment allowance for over the maximum time period. It is meant
associal security for those peoplewho have not established themselvesin
the job market.

Labour market support was introduced in 1994. In the beginning it
also included young people who had only completed their compulsory
education and, thus, the system did not include an incentive to continue
with vocational education.

In order to carry out the Finnish employment programme, the
Unemployment AllowancesAct wasrevised so that from the beginning of
1996 young people under the age of 20, and from the beginning of 1997
young people between 20 and 24, without vocational education cannot
receivelabour market support unlessthey participatein on-the-job training
or vocational education. The background to these restrictionswastheam
to shift thefocusfrom passive social security benefit to activeinterventions
which would enhance young peopl €'s employment.

The change which came into effect at the beginning of 1996 was not
expected to bring such a great increase to the number of young people
applying for placesin vocational education that there would have been a
need for morethan the 5,000 extratraining places offered under the Finnish
employment programme at the beginning of the year. On the other hand,



asthetarget group wasin the beginning expanded to include young people
between 20 and 24 years of age, it was decided that 5,000 additional places
would be offered at least in 1997 and 1998. Out of these places, 3,500 to be
offered iningtitution-based vocational education, and 1,500 placesin appren-
ticeship-style training. It was decided that the increase in 1997 and 1998
wasgoing to beimplemented by transferring 5,000 placesfrom the additional
15,000 places in adult education agreed on in the Finnish employment
programme to serve young people in 1997 and 1998 (see above).

2.4. Programme for increase in research funds

According to the programme passed by the Council of State in February
1997, funding for university research will be increased by the end of 1999
by FIM 250 million ascompared with thelevel in the state budget for 1997.
Theincreasein research fundsis meant for amore effective national inno-
vation system to benefit the economy, entrepreneurship and employment.

This programme al so includesincreasesin education. Between 1997
and 1999, atotal sum of FIM 120 million will be provided for graduate
schoals, which means about 250 placesfor students. FIM 85 million will be
provided for the expansion of basic instruction within the fields of
mathematics, natural sciences and technical sciences. This means about
1,150 new places for students.

2.5. The national age programme

On February 6, 1997, the Council of State made a policy decision on
interventi ons which would enhance the empl oyment of ageing employees.
The aim of these interventions is to raise the average age of retirement.
The policy decisionincludesinterventionsaimed at increasing participation
in education among the over-50s. The decision does not propose additional
funds to increase the places in education, so the aim is to implement the
change through a shift in the age structure of educational participants.

2.6. Increase in education within the information sector

In March 1998 the government decided to launch a policy programme on
the expansion of information industry education and training to be carried



out between 1998 and 2002. The programme includes on the one hand
one-off interventions with a rapid impact on the job market, and on the
other, permanent increases to the supply of placesin education. The one-
off interventionsinclude re-educating graduatesfor other degrees(so called
conversion education), specialising studiesat polytechnics, and training for
researchers. Theseinterventionswill concern more than 11,000 studentsin
theyears 1998-2002. The number of permanent places of study isincreased
in both universitiesand polytechnics. Theincrease will be ashigh as 2,400
new entrants per annum, which meansan increase of 30%intheinformation
sector as compared with previous plans for 1998.

2.7. Summary

The concretetargetsgivenin political policy documentsfor increasing the
level of participation in education can be summarised asfollows:
By the year 2000

— pre-school education for six-year-olds will be expanded to
cover the whole age group;

— the number of those continuing their education after
comprehensive school will be increased;

— all initial vocational training on the upper secondary level
will be extended to last three years, and the proportion of on-
the-job learning will be increased (which in turn will increase
the number of students);

— the proportion of apprenticeship training in initial vocational
training as a part of upper secondary level youth education
will be increased to 20 %;

— 60-65 % of school-leavers will be offered a study place
either in a polytechnic or university,

— the provision of adult education leading to qualifications
will be increased from the 26,500 study places of 1993-1994
to 36,700, and the provision of continuing training not leading
to qualifications will meet the minimum level of the study year
equivalent of 35,000;



— the students’ financial aid system will be improved to make
studying an attractive option.

Between 1996 and 1999, the provision of education and training will
be temporarily increased so that

— the supply of places for young people in vocational insti-
tutions and apprenticeship training, and in temporary and
regular polytechnics will be increased by 9,000 places in 1996
and 14,000 places in 1997 and 1998;

— between 1997 and 1999 the provision for adults will be
increased by 4,200 places in initial vocational education, 4,300
places in continuing vocational education and training, and
1,500 places in university-level continuing education.

3.FULFILLING THEOBJECTIVESSET IN
POLITICAL DOCUMENTS

3.1. Pre-school education for all six-year-olds

Pre-school education is at present provided within both the day-care and
theschool systems. Inthe day-care sector it is part of the care and education
of six-year-olds. Within the day-care sector some 38,000 children are
estimated to be receiving education which can be defined as pre-school
education. Pre-school education in the comprehensive school requires a
licence; here normal state funding for the comprehensive school ispending.
Thisyear (autumn 1997) it is estimated that about 6,000 pupils participate
in pre-school education at a comprehensive school. However, pre-school
is not available for the whole age group, and the opportunities to receive
pre-school education vary immensely between different areas and
municipalities.

Both day-care centre and comprehensive school pre-school education
have widely adopted the document on the bases of pre-school education
prepared in co-operation between the National Board of Education and the
National Research and Development Centre for Welfare and Health.



The revision of the contents of pre-school education is going on at
themoment both within the comprehensive school sand the day-care system,
and also between the two at both municipal and national level. Itisworth
mentioning here that municipalities are free to decide on the expansion of
pre-school, and itsfunding.

The development plan for education and research stated:

“In pre-school arrangements, the aim is to offer one year of
pre-school for all children before the comprehensive schooal.
The local authorities decide whether pre-school will be
provided at comprehensive schools or at day-care centres. The
timetable will be determined at a later stage.”

Thegovernment’shbill on educational legislation (86/1997 vp.) which
isat present discussed in Parliament includes pre-school asit is provided
within the school service (comprehensive education) at present, i.e. asan
activity based on alicence provided by the Ministry of Education.

A broader solution for the pre-school system had to be dropped from
the bill as the government saw that an affordable way of financing from
the point of view of the public economy could not at this stage be found.

It should also be noted that, if realised, pre-school education for al
would be a maor reform, both substantially and financially. Additional
expenses would accrue especially from the increased number of children
entering pre-school, and the decrease in day-care paymentsif pre-school
education were to be free for all.

3.2. Further increases in the number of students continuing
in post-compulsory education

The devel opment plan statesthat the number of placesin education targeted
at young people will be arranged so that all students graduating from
comprehensive school can be offered aplacein secondary education. This
objective has already been presented in the Secondary Education
Development Act, and it is carried on within the Vocational Institutions
Act.

The age group leaving comprehensive school (16-year-olds) hasin
the 1990s consisted of about 65,000 students: in 1992 there were about



66,500 16-year-olds, in 1994 about 65,000 and in 1996 about 64,500. 1997
saw an increase, and in 1998 there are as many as 67,500 16-year-olds,

During this decade, there have been some 40,500 placesin the upper
secondary schoolsfor school-leavers. Invocational institutionsthe number
of placesincludedintheir normal capacity has varied between over 50,000
placesin 1994 and 44,000+ placesin 1997. Between 1996 and 1998, this
supply has, nevertheless, been increased by additional places provided due
to revisionsin labour market support and in accordance with the national
employment programme. Hence, the overall supply of vocational education
has remained fairly stable throughout the decade.

When viewed in relation to the size of the school-leaving age group,
the number of places has been kept on fairly high to allow all school-
leavers at least in theory the opportunity of entering post-compulsory
education. Compared with the size of the relevant age group, there have
been 130% - 140% of places on offer in post-comprehensive education.
(Thefigureincludes places of study in college and higher-level vocational
education meant for comprehensive school-leavers that were in use until
1995.)

If there is awish to avoid restricting study opportunities for certain
age groups only, or to pass any other restrictions concerning entrance to
education or training, the educational supply hasto substantially exceed the
size of the age group leaving comprehensive schoal. In the present system
thereisno agelimit on education for young people, which leadsto the fact
that there are always new students who are older than the targeted age
group. For instance, in 1995, 45% of those who began their studies in
vocationa institutions were under the age of 18, 35% were between 18
and 22 years of age and the remaining 20% were older than 22 years. In
1996, 53 % were under the age of 18, 30 % were between 18 and 22 years
of age and 17 % were older than 22 years.

Some places meant for comprehensive school leavers should be
reserved for upper secondary school graduates who enter secondary
vocational education. Institutions have annually offered some 5,000-6,000
places in secondary vocational education to upper secondary school
graduates. When arranging thisprovision, it also hasto betaken into account
that students entering education can a so be upper secondary or vocational
education drop-outs or those who for some reason have not obtained any



gualifications after comprehensive school.

According to Statistics Finland, in 1996, about 55 % of thoseleaving
comprehensive school began their studies in an upper secondary school
directly in the same year, 34 % in vocational training, 4 % started the so-
called 10th gradein comprehensive school, and 7 % did not continuedirectly
with their studies. Out of the 11% who did not proceed directly with their
studies, 5 % entered secondary education in thefollowing year. Therefore,
it can be estimated that about 6 % (about 4,000 individuals) of compre-
hensive-school |eavers drop out of education after comprehensive school.

On these grounds, it seemsthat we are relatively close to the aim set
in the development plan concerning education for the whole relevant age
group. The couple of thousand school-leavers who for some reason or
another do not continue directly with their studieswould be unlikely to be
included within the education system eveniif the supply wereto beincreased.
During recent years, other measures have been introduced to eliminate
the negative development of dropping out and to increase young people’'s
willingness to participate in education. These measures have included
supervised training periods, experimentsin flexible education structures,
interventions concerning the sel ection of studentsand study guidance, and
workshop activities.

3.3. The lengthening of secondary vocational education,
and increasing on-the-job learning

The lengthening of secondary vocational education

The development plan sets the target length for a secondary vocational
education course at three years. At the moment secondary education
qualifications take 2, 2.5 or 3 years to complete. New places have been
increasingly shifted from two-year programmes to those lasting for three
years.

Places for new students in secondary vocational education (basic
capacity) have been divided between courses which vary in length as
follows:



Table 17. Placesfor new studentsin secondary vocational education (basic capacity) by length of programme
in 1992-1998

Year Beginning Beginning Beginning Total
placesin placesin placesin
2-year 2.5-year 3-year
programmes programmes programmes
1992 19600 6200 9900 35700
1994 20300 6400 9 800 36500
1996 22000 6100 15800 43900
1997 15700 6100 21400 43200
1998 16 100 6500 24500 47100

A start has been made on implementing the development plan
systematically phase by phase. Intheautumn of 1997 theinitial qualification
in administration and trade was |lengthened to last three years; next autumn,
the new, 3-year initial qualification courses in laboratory studies and
navigationinthefield of technology and transportation will belaunched. In
thenext phaseit isplanned that if possible, new, longer programmeswill be
introduced to the initial qualification programme in the health and social
sector, and qualifications in construction and heating and ventilation
engineering asearly as 1999. In addition to changes in the structure of the
educational system, in 1998 experiments in three-year qualifications (so
called 2+1 experiments) will be launched within certain fields. In these
programmes, thethird year will befunded with assistance from the European
Social Fund.

The solutions presented abovewill mean anincreasein thetotal number
of studentsin secondary education. Just to lengthen the coursesin thefield
of health and social studies and construction and heating and ventilation
engineering to last for three years would mean an increase of 6,000 annual
students as compared with the present situation. To convert al coursesin
secondary vocational education to last three years would mean an annual
increase of almost 20,000 studentsin young peopl €' s secondary education.

As the way in which the lengthening of vocational studiesis to be
implemented or financed has not been finalised yet, final timetables on
introducing three-year programmes to every field have not been drafted.



However, it isclear that this goal will not be totally met during the period
covered by the development plan. If the reforms described above remain
within the planned timetable, in the year 2000 about 70% of the supply
would be in three-year programmes, as against about 50% in 1998.

Increasing on-the-job learning

Finnish vocationa education hastraditionally been closaly ingtitution-based.
Education hasfocused on teaching provided on institution premises, which
has often meant that the students have few contacts with working life.
The compulsory work placement periodsincluded in the curriculum have
mainly been carried out without the organiser of the course or the teacher
actively participating inthe planning, instruction and supervision of teaching
provided at the workplace. Employers have felt that they have had little
opportunity to influence institution-based teaching, which has also meant
that the changes occurring in working life have not become quickly visible
innational educationa policy-making, or inthe supply or content of vocational
education. An essential challenge for the development of secondary
vocational education isto bring education and working life closer together.

To enhancelinks between education and working life, the Council of
State and the central labour market organisations signed at the beginning
of 1998 a “social contract” in which they recommend that educational
institutions and their owners, organisations, companies and public
administration should together investigate the scope for increasing places
for on-the-job learning. At the same time, the central labour market
organisations recommended their member organisations to organise
vocational education and work placement opportunities.

On-the-job learning periods attached to secondary vocational
gualificationswhich last at least six monthswill require avast increasein
the amount of teaching provided in real working environments, and a
systematic rearrangement of the relationship between education and
working life. At the moment the parametersfor secondary curriculainclude
work placement training, but if compared with the obj ectives, these periods
arerelatively short. For example, inthefield of technology and traffic, the
work placement isusually worth four credits (1 month), while the proposed
system would include a 20-credit on-the-job period (6 months).



The 2+1 experimentsincluded in the devel opment plan will belaunched
at the beginning of 1998. The experiment will cover about 1,200 students
and 1,000 on-the-job trainers and teachersin 1998-1999, and the costswill
amount to about FIM 40 million. These pilot projects will be used to find
alternative waysto combineinstitution-based and on-the-job learning, new
contract practicesand financing optionsand anew division of responsibilities
between employersand institutions.

Between 1998 and 2002, the expected average number of students
participating in on-the-job learning will devel op asfollows:

Table 18. The expected average number of students participating in on-the-job learning in 1998-2002

Year Number of students
1998 9400
1999 11400
2000 11300
2001 14000
2002 16 000

Thefigure does not include studentsin apprenticeship training.

3.4. The expansion of apprenticeship training

The Development Plan for Education and University Research for 1995-
2000 as passed by the Council of Statein 1995 statesthat during thisperiod
the aimisto increase the number of young people entering apprenticeship
education to about 20 % of students beginning in secondary vocational
education. The expected figure of new students would be 36,300 in the
year 2000. According to this figure, the number of young people starting
secondary apprenticeship education would in the year 2000 be 7,300, and
in 2002, when the system has been expanded to itsfull extent, apprenticeship
training would concern some 22,000 students.

The expansion of apprenticeship training may mean adecreasein the
number of studentsin institution-based vocational education. Even though
apprenticeship trainingisexpanding rapidly, itisunlikely that the estimated



20 % will be reached during the planning period. At the moment, apprenti-
ceship training covers about 5 % of secondary vocational education for
young people.

3.5. Making places of study available for about 60-65% of
therelevant age group in universitiesor AMK institutions
(polytechnics)

Universities

According to the development plan for 1995-2000, in the year 2000 there
will be about 53,000 places for new students within the higher education
sector. Out of these places, 39,000 will be intended for young people and
about 13,500 for mature students. The share of the AMK institutions
(polytechnics) equals agood 32,000, while the share of the universitiesis
about 20,000 places.

According to the development plan, the intake in 1996 should have
been 19,600, of which 15,800 would have been young students and 3,800
mature students. The actual intake in 1996 was about 1,000 less.

The way of compiling these statistics does not, however, illustrate
reality very well. The “new students‘ category only includes those who
have passed the entrance examination, not the students who have entered
the universities through other channels. Thus, the 1996 figure does not
include studentswho have been viathe open university channel, participants
in specific masters programmes or students who have started their degree
course within certain “from college engineer to university engineer®
programmes.

On the other hand, the universities take in both young people and
adults through the entrance examinations. The separation of these groups
isone of the tasks of the newly-launched national student registry.

At the moment it is impossible to say whether the aims set in the
development plan for 15,800 new young students and 3,800 adult students
has been realised inthe universitiesin 1996 or not. Thisfigureis greatly
influenced by the definitions of theterm “ new student”; this, however, has
not been uniformly defined. The universities admitted through separate
intake programmes 1,900 new studentsin addition to their normal selection



processes. These new students have not so far been carefully identified. If
thefiguresareto include these students, the development plan’saims have
been met, at the very least.

AMK Institutions (polytechnics)

The new polytechnic institutions have seen a rapid growth in student
numbers. On the one hand, this has been due to advancesin the application
of the polytechnic reform, and on the other, dueto the extraplacesfor new
students provided by the government’s employment programme. When
the experiment began in 1991 there were some 6,700 new entrants in the
experimental polytechnicswhilethe number in 1996 was some 20,000 out
of atotal of 47,000 students and in 1998 some 23,000 out of a total of
70,000.

Theaim for the year 2000 isthat there will be 24,000 new entrantsto
the polytechnicsand the total number of studentswill be 110,000. Thus, the
goal of offering higher education to some 65% of the relevant age group
will be realised by the year 2000. The rapid growth in the non-university
sector was made possible by the fact that the reform was based on the
existing network of post-secondary vocational institutions.

3.6. Increases in the supply of adult education and training

According to the devel opment plan for education and research, the provision
of education leading to a qualification intended for adult students will be
increased, and it will especially be focused on additional training which
responds to changesin working life. Secondary vocational education will
be carried out flexibly between ingtitutionsand apprenticeship training; further
and specialist vocational qualificationswill become the prevalent form of
certification. In the year 2000, the number of new students will be about
36,700. The supply of other forms of further and continuing education
supported by society will be increased to equal at least 35,000 student
working years, and perhaps even over thisfigure according to devel opments
inthe employment situation.

The aim for new students entering study courses leading to qualifi-
cationsin 2000 has been divided in the devel opment plan asfollows:



- upper secondary school 8,000

- secondary vocational education 15,200
- polytechnics 8,600
- universities 4,900
Total 36,700

Statistics are not compiled on new students who begin the whole
upper secondary school course. Annually about 2,000 adult students
complete the entire upper secondary school course. As the completion of
the coursein an adult upper secondary school usually takes between three
and four years and some students drop out, the aim for new students can
be said to have been met.

The target figures for secondary vocational education leading to
qualifications and adult education leading to qualifications at
polytechnicsillustrate a situation in which college-level and higher-level
vocationa educationisno longer being organised. Therefore, itispractica
to examine these figures as one entity. The target figure for the year 2000
is 23,800 new students. In 1996, 12,100 new adult students began their
studiesfor qualificationsin secondary vocational institutions, college-level
vocational institutions, higher-level vocational ingtitutions or polytechnics.
In total, the number of new students aged over 24 equalled 15,500 as
adults also took part in programmes offered for young people. In 1996,
7,300 students over the age of 24 began qualification courses organised
through apprenticeship training. In addition, there were 1,300 places
available in 1996 in additional vocational training leading to further or
specialist vocational qualifications, which meansthat the actual number of
new students was about 2,500. Thus, the total number of new students
was about 25,300, which is 1,500 more than in the aims set for the year
2000.

The number of new entrants to education leading to secondary
vocational qualifications or polytechnic degrees will, according to the
Ministry of Education’s plan of action and budget for 1998-2001, more or
lessremain on the present level until 1999. In the year 2000, the number of
annual placesin secondary vocational education leading to qualifications
will becut by 4,200, asthe educational expansion definedinthegovernment’s
employment programme comes to an end. The humber of new students



will decrease in the year 2000 by about the same number. In the following
year, the number of new entrants will be about 1,000 to 2,000 higher and
will remain at that level if the number of annually offered places remains
the same.

The number of adults participating in apprenticeship training leading
to qualificationswill remain onthe 1996 level inthe future.

In 1996 the vocational qualifications system was still undergoing
development in several fieldsof study. Asthe qualifications system and the
system of implementing these qualifications expands and is consolidated,
the provision of education leading to further and specialist qualifications
will increaserapidly. According to statisticsfor thefirst six months of 1997,
it can be estimated that about 10,000 new studentswill begin their studies
inthiskind of training. The Ministry of Education has decided that in 1998
over 50 % of additional vocational training financed by provincial state
offices should lead to further or specialist vocational qualifications. This
will mean that the number of new studentswill exceed 30,000. In the year
2000, the number of placesin additional vocational training will be cut by
4,300 in accordance with the government’s employment programme;
according to the figures presented above, it can be estimated that just over
50 % of this kind of education leads to further or specialist vocational
gualifications. The number of students entering thiskind of education will
decrease by about 4,500 in the year 2000.

As awhole, the number of students entering secondary vocational
education and polytechnic degree courses already exceeds the target set
inthe development plan, andintheyear 2000 it islikely to beamost double
the target of 23,800 new students. The largest part of the increase owesto
the strong expansion of education leading to further or specialist vocational
qualifications.

Theaimfor the provision of other further and continuing education
supported by the Ministry of Education equals at least 35,000 student
working years. In 1995 the amount of thiskind of education equalled about
20,000 student working years The number of students on further education
programmes (not leading to qualifications) was about 12,200 and in other
education supported by the Ministry of Education about 7,500 student
working years. The number of actual lessons taught is the only uniform
informeation available on thiskind of education. Thefigure concerning student



working years has been reached by estimating the length of aworking day
at seven hours and the length of the working year at 190 days. Students
have been estimated to study in groups of 15.

Since 1995, there have not been no significant changesto the level of
additional training supported by the Ministry of Education. Almost half of
the 4,300 places in additional vocational training which are to be cut in
accordance with the government’s employment programme will concern
other forms of education than those leading to qualifications. To be onthe
level set in the development plan for the year 2000, the supply should be
expanded by 17,000 annual places annually compared to 1995.

It should also be acknowledged that the number of new entrants to
secondary vocational education |eading to qualificationsislikely to exceed
theaim by at least 20,000 in the year 2000, especially dueto the expansion
inadditiona training leading to further and specidist vocational qudifications.
As a whole, it seems that the targets set in the development plans are
going to be met numerically, which would mean that there will be no need
for further educational expansions.

The development plan has set the target for new adult or mature
students entering university degree programmes at 3,800 for 1996,
and 4,900 for the year 2000. Dueto the statistical problem as described in
chapter 3.5., detailed information cannot be provided on whether the target
for 1996 has been realised or whether the aim for 2000 is likely to be
realised. Itis, however, likely that these targets will be met.

3.7. Temporary increases in the supply of education

Vocational education for young people

In accordance with the Finnish employment programme and other related
decisions, the aim is to expand the supply of places for young people in
vocational institutions and apprenticeship training, and in temporary and
regular polytechnics by 9,000 placesin 1996 and 14,000 placesin 1997 and
1998.

The increases were realised as follows:



Table 19. Temporary increasesin the supply of vocational education for young peoplein 1996-1998

Year

1996
1997
1998

Temporary extranew placesat

vocational
institutions

9500
8000
5000

poly-
technics
1000
3000
4000

apprentice-
ship

1500
1500

Total

Percentage of

target training

10500
12500
10500

117%
89 %
75 %

If fully implemented, the number of extra new students would be
7,000 studentsin 1996, 21,000 in 1997, and 35,000 in 1998.
According to the actual additional supply provided, theincreaseinthe
number of students has been estimated in comparison to 1995 as follows.
The figures include estimates on the length of study, the level of actually
accepted places and the percentage of drop-outs:

Table 20. Temporary increases in the supply of vocational education for young people: the estimated

increase in the number of studentsin 1996-2000 in comparison to 1995

Year

1996
1997
1998
1999

2001

vocational
institutions
5600
10200
12300
9100
4400
800

Estimated increasein the number of studentsat

poly-
technics
600
2700
6000
7200
6700
4500
2200

apprentice-
ship training
1500
3000
3000
1500

Total

6 200
14400
21300
19300
12600

5300

2200

Percentage
of target
89 %

69 %

61 %

On the basis of the tables presented above, it can be noticed that the
increasein places of study related to the Finnish employment programme
and changes in the Unemployment Benefits Act has been relatively well
implemented. However, education and training have been offered in short
periodswhich canlast for aslittle as six months; dueto this, the number of



studentsisrelatively low if compared with thetotal number of places offered.
The estimates for the number of students also take into account the fact
that itisnot necessarily possibletofill all the placesthat have been offered.
Nevertheless, thelevel of placesthat have been takenupisnot likely to be
low, asthisincrease has been used for the benefit of all, not only thetarget
group. Specific statistics on the number of new entrants, drop-outs or the
overall number of students will not be compiled on students who enter
through these additional places.

Adult education

Under the Finnish employment programme, the increase of places in
education for adults between 1997 and 1999 was to be broken down as
follows: 4,200 annual studentsininitia vocationa education for adults, 4,300
annual studentsin continuing training, and 1,500 annual studentsin univer-
sity continuing education. All these places have been taken up.

3.8. The development of students’ financial aid
to encourage studies

The financial aid provided during studies serves the aims of educational
policy-making in providing social security during studies and, thus,
encouraging theindividua to study. Thegoal of the Finnish students financial
aid system is to offer everyone an equal opportunity to study. The aid
consists of the state-funded share (study grant and housing allowance)
and the student’s own share in the form of study loans.

Thereformsin the students' financial aid system at the beginning of
the 1990s meant that the share of the grant of the overall aid (grant and
loan) was substantially increased. This structural change has made it
economically easier for studentsto concentrate on full-time studies. Under
the reform, the study loans were transferred to the free market and no
longer receiveinterest support from the state. Dueto theincreasesin the
grants, fewer students take aloan. Reforms have also been carried out in
the regul ations concerning the maximum period of financial aid for students
in university degree programmes so that the aid can also cover degrees
which reguire excessive studies, and it could al so be extended onthe basis



of anindividual student’s needs.

As part of the present government’s savings programme, the sum for
financial aid for studentswas cut by FIM 300 millionin 1995. Theaim was
to focus the cuts equally across the various groups of students by cutting
the aid for students who live on their own as well as those who live with
their parents. As a balancing measure, the maximum sum for loans was
raised, and the system which applied to the old student loans in which the
unemployed, thosein military serviceand thosewho are entitled to maternity
and parent’s allowance received interest support was reintroduced.

The encouraging aspects of thefinancia aid system for studentshave
been developed after the cuts by lowering the age of students not living
with their parents entitled to afull grant in two phases. In the autumn of
1997, the agelimit waslowered from 20to 19, and in the autumn of 1998t
will befurther lowered to 18. In addition, from the beginning of 1998 it will
be made easier for students to earn money while studying. Reforms have
also been carried out in the regul ations concerning the maximum period of
financial aid for studentsin university degree programmes so that the aid
can also cover degrees which require excessive studies and it could also
be extended on the basis of an individua student’s needs.

The relationship between students' financial aid and other forms of
socia security have been clarified by combining these systems (living
allowance and unemployment allowance). The aim has been to prevent
individuals from faling in between systems and to make studying more
attractive an option than apassivelife on benefits. Falling in between systems
has decreased since the regulations on movement between the systems
has been clarified. Individualshave been encouraged to apply to educational
institutions by tightening the conditionsfor labour market support so that a
young person under the age of 25 without vocational education can only
receive benefit during hisor her studies or work placement period. A young
person’s social security benefit can also be cut if he or she refuses to
study.

From the point of view of encouragement and equality, the low level
of study grants compared to forms of passive income support is one of the
biggest problems, alongside the rigid means testing applied in the case of
students under the age of 20 who live with their parents and study in
institutions other than universities. Therefore, the parents of children who



study at institutions other than universities have to contribute moreto their
children’'s educational expenses than those whose children study at
universities.

Inequality is also created by the fact that the housing allowance
attached to students' financial aid isrelatively smaller than other forms of
housing allowance. The percentage which the students' housing allowance
coversissmaller than that of general housing allowanceand it can only be
used during the months of study, whereas general housing allowance can
be received throughout the year.

During the 1990s, adult student financial aid has undergone cutswhich
have led to decreases in students using the support. These cuts have come
about, for instance, because of the fact that it has provided better financial
support than the ordinary student aid. At the same time there have been
strong pressures to make the forms of support for adults more uniform.
The so called basic educational security system has clarified the system
for the long-term unemployed and other unemployed people. The new
training benefit for the long-term unemployed came into effect on August
1, 1997, and the system will be expanded further on August 1, 1998 with
the introduction of a training allowance for independent study by the
unemployed. The need is to clarify the benefit system for adults moving
fromworkinglifeinto studies.

4. PROPOSALSOF THE COMMITTEE FOR
LIFELONG LEARNING ON INCREASING
THE PARTICIPATION IN EDUCATION

On March 21, 1996, the Finnish Government appointed a committee to
devise anational strategy for lifelong learning. The committee submitted
itsreport to the Minister of Education and Science, Mr Olli-PekkaHeinonen,
on October 1, 1997.

The committee defineslifel ong learning asacomposite principlewhich,
when followed, ensures abroadly based and continuous process of learning
throughout society. The principle concernsthelearning careersof individuals,
theactivitiesof communitiesand the policiesemployed to promotelearning.

According to the committee, people should taketheir learning careers



into their own hands. the committee has set a target according to which
peoplewould have the preconditions and opportunities for acquiring all the
knowledge, skills, capacities and understanding they will need during the
course of their livesin various environments. The committeewould liketo
develop the activities of communitiesin adirection which would promote
learning: it has set atarget for communities— primarily working communities
and non-governmental organisations—to organisetheir proceedings so that
individual members would learn new things. The policy for promoting
learning is a concept launched by the committee which emphasises the
multiplicity of the various parties who impinge on the learning process,
learning opportunitiesare not only influenced by educational policy-making,
but also by the policies and activities of other branches of administration
and interest groups. The committee has set an objectivethat all these parties
should co-ordinate their activitiesto further learning at all stagesof lifeand
inall environments.

In pursuit of the aim of lifelong learning, the committee sees that
measures should be taken to ensure the provision of the basic knowledge
and skillswhich can serve as afoundation for new learning, so that every
living environment al so becomes alearning environment, and theindividual
can receive official certification for knowledge and skillsacquired in each
environment. In addition, adequate information, counselling and guidance
servicesneed to be guaranteed, and the skills of teachersand other instructors
need to be brought up to date. The various authorities and interest groups
have to co-operate to take up work on forming and carrying out a
comprehensive policy for the advancement of learning.

Inthefollowing paragraphs, the committee'sindividual proposasare
described in greater detail. If implemented, they would involve such an
expansion in participation in education and other learning events that the
statewould haveto participate in the expenses. The committee’ sarguments
for these proposals are also outlined here.

4.1. Strengthening learning foundations

The committee proposes that to even out differences in children’s basic
starting points, pre-school education should begin considerably earlier
than at present.



Finnish children begin school in the year when they become seven
years of age. In addition, two thirds of six-year-olds participate in pre-
school education arranged either within the day-care system or the
comprehensive school.

The basis for continuous learning is established in early childhood.
According to research results, the experiences children have before school
are of the utmost importance in the formation of Iearning motivation and
skillsand subsequent devel opment. However, children are not, dueto their
different home backgrounds, all in the same position. Comprehensive
arrangements for early years education can even out differences in
children’sopportunities.

In most OECD countries pre-school education beginsat aconsiderably
earlier stagethan in Finland. The normal age varies between three and six
years.

The committee proposes that the level of knowledge and skills of
adults with the weakest educational background — those with only
compulsory education or with outdated secondary-level education —
be raised to equal the level of secondary education. Due to the size of
this group, the proposal should be implemented in phases.

Compulsory education comes to an end with the last year of
comprehensive education. However, educational policy measureshavelong
been aimed at getting as many young people as possible through secondary
education andinto an upper secondary school or initial vocational education.
Thus, secondary education hasin practice becomethe norm for achievement
for thewhole age group. Comprehensive schooling isno longer an adegquate
basisfor participationinworking life and society.

At the end of 1995, 31 % of the population aged 25-59 had only
completed comprehensive school or elementary school. In the 40-59-year
age group, the figure was 41 %, and in the 25-39-year age group, 19 %.
Some of them have improved their skillsin working life, but on the other
hand, for many who have received secondary education, thisinitial training
has become dated. In thelight of changesinworking life and society these
adults are in aweaker position than the rest of the population.



4.2. A broad range of |earning opportunities

The committee recommendsthat in order to even out the cyclical variations
ininvestmentsin personnel development, areserve set asidefor this purpose
should be incorporated into the system of company taxation.

During arecession, the outlay on personnel development recedes even
though there would be more time for employees to get away to study than
during periods of peak demand. The development reserve could even out
cyclica variation.

4.3. Bringing teachers’ and trainers’ skillsup-to-date

The committee proposes that in-service training for teachers and other
trainersoperating at work placesor non-governmental organisationsrequired
for therealisation of the strategy of lifelong learning should be taken up as
one of thefocal pointsof the policiesto promotelearning over the next few
years.

The committee's proposals for diversifying and improving learning
opportunities place many demands on educational ingtitutions, workplaces,
non-governmental organisations and day-care and pre-school education.
To meet these demands, changes are necessary in the way organisations
operate and, the process of adjustment will requireindividua and collective
development of the professional skills of teachers, advisers, and trainers
working in theselearning environments.

5. EDUCATION INSURANCE
5.1. The history of education insurance

The term education insurance has become a general cover term for the
new formsof financial aid granted to adultsduring their studies, and drafted
since 1995. The background to the induction of these measureslay, on the
one hand, in the steep rise in unemployment at beginning of this decade,
and the ensuing burden on the national economy, and, on the other hand, in
the need to develop the unemployment benefit system to activate the



unemployed to self-improvement, for example through education. The
problems of the public sector funding have been partialy alleviated through
cutting unemployment benefits, which has been a source of growing
controversy between the Government and the labour market organi sations.
A partia solution to these disagreements was reached during 1995 and
1996 when the Government accepted proposals by the labour market
organisationsthat independent pursuit of education should be allowed for
those on earnings-related benefits.

Inthe May of 1996, Prime Minister Lipponen’s Government clarified
the reform on unempl oyment benefits, and the related policy memorandum
setspreliminary guidelinesfor theimplementation of education insurance.
The Council of State appointed Provincial Governor Kalevi Kivistd and
Director Tuulikki Petdjaniemi as executorsfor preparation of the proposals
ontheright of unemployed peopleto receive socia security corresponding
to the level of their earnings-related unemployment allowance during
independent pursuit of adult education for periods|asting longer than labour
market training. The executors were also to put forward proposals on
whether the reform could be expanded beyond the unemployed so that a
system of financial aid system could gradually replace the present aids
granted for independent vocational studies in adult education. The
executors' proposal was published inthe beginning of 1997 under thetitle
“A report on financial aid for the independent pursuit of education by the
unemployed and subsidised adult training*”.

The executors divided their proposed system into three phases. In
1997, atraining allowance system for the long-term unemployed would be
introduced and targeted at long-term unemployed people with an
employment history of 12 yearsor longer. 1998 would seetheimplementation
of the training allowance for independent study by the unemployed, the
target group being those who have been unemployed for four months or
longer. The employment condition would be 10 years. The genera adult
training alowancewould beimplemented in 1999, itsaim being to subsidise
those taking aleave of absence in order to study and adults embarking on
full-time studies. The subsidy would be adjusted according to earnings, but
would always be lower than the training allowance for the unemployed.
The employment history for this alternative would be aminimum of eight
years.



One interesting aspect of the proposal is that the executors have
deviated fromtheir initial remit in not limiting their proposal onthetraining
allowancefor theindependent study by the unemployed to the members of
unemployment funds entitled to earnings-rel ated unemployment allowance,
but rather expanded the reform to also include those in receipt of basic
allowance and labour market support and whose unemployment allowance
does not therefore correspond with their previous earnings. Thisview is
manifest in the title of the report where the term education insurance has
been replaced by more general expressions. Theterm education insurance
has, however, become an established coinagein referring to the new forms
of financial aid designed to support independent studies.

Thefirst phase of education insurance, which istargeted at the long-
term unemployed, was introduced in August 1997 and will end after one
year. Therelated legidlation cameinto forcein the spring of the sameyear.
It was considered best to provide the opportunity for education first to the
group which has the greatest difficulty in finding new employment, and
they thus became the ‘guinea-pigs’ for the rapidly implemented reform.
The legidlation on the second phase came into force at the beginning of
1998. The allowance is targeted towards the whole of the unemployed
population, thearrangement will be permanent from itsinception, and studies
based on this allowance can be started from the August of 1998.

Phases | and Il of the education insurance system will both be
implemented as proposed in the report (e.g. the employment condition and
the length of unemployment prior to training). During both of the phases,
the minimum duration for studiesis approximately six months (20 credits),
and the studies must be carried out full-time and uninterruptedly in anins-
titution under public supervision. Thetrainingisclosely tied to traditional
forms of study and the public educational provision, from which the
participant can either choose an option leading to qualifications or a
supplementary option. Thus personswho are planning to begin their studies
with the help of education insurance have access to a large part of the
education and training provided for adultsby educational ingtitutions, but in
order to qualify for the training they must pass the normal selection
procedures.

The allowance is payable for amaximum of 500 daysin both phases
| and 11, equalling approximately two years of study. In the event that the



training would require alonger period of support, the extraperiod must be
funded through students’ financial aid, which is substantially lower than
the allowance. No concrete initiative for the official preparations for the
third phase of the education insurance system hasyet beentaken. It therefore
seems that form of subsidy for those in employment will not come into
force from the beginning of 1999 as proposed in the report.

5.2 The factors behind education insurance

The starting point for the original idea of education insurance was that
thosewho havelost their jobs have earned through their employment history
theright to pursue self-improvement while unempl oyed with greater financial
security than would otherwise have been possible. The original remit of
the executors for the preparation of the education insurance reform also
contained the idea that independent studying with benefits equal to the
unemployment allowance should be extended to cover those members of
the unemployment fundswho through asufficiently long membership (and
payments made) have earned a similar right.

The preparation and implementation of thefirst phase of the education
insurance system reflect the variety of factors governing the reform, and
they are influenced by a host of different interests. It is probably a fair
interpretation that the decisions made have been influenced, in addition to
the original ideaof insurance, by thethree partly independent, but in some
respects overlapping, factors listed below. They have each in their own
way shaped phases | and Il of the education insurance system. In the
event that preparatory work on phase I11 is begun as a continuation of the
two previous phases, it islikely that itsimplementation will be marked by
similar thinking. The threefactors are asfollows:

1) The Finnish tradition in the education of the unemployed
has dictated that a subsidy of asimilar level as unemployment benefit can
only bereceived when theindividual is participating in training funded by
the labour administration. Other full-time study has not been available to
the unemployed without their losing their unemployment benefits. Thelevel
of the forms of aid during independent education and training, usualy
students’ financia aid, issubstantially lower than that of any unemployment



allowance. Thus, in the tradition of the education of the unemployed,
subsi stence and adult education commissioned by the labour administration
(labour market training) are bound together. This connection is further
strengthened by thefact that in practi ce unemployed personsare not entitled
to make their own decisions regarding their education, and in an extreme
situation turning down the education offered by the labour authorities can
lead to the suspension of the unemployment allowancefor acertain period
of time.

Labour market training is on average fairly short-term education
(approximately four months) and the chances of the unemployed gaining
qualificationsare, therefore, quitelimited. However, thereare no stipulations
preventing the labour administration from extending the education and
training servicesit purchasesto cover education leading to qualifications,
for example by financingindividual study places. The targets set for labour
market training, one being the speedy reduction of open unemployment, do
not encourage long-term educational investment. On the other hand, as
labour market training is seen first and foremost asbeing vocational ly based,
degrees classified asgeneral in naturethat lead to no specific qualifications,
and require long-term study, are excluded from the educational services
purchased by the labour administration.

It can be concluded that the tradition in education for the unemployed
has on the one hand tied the unemployed to the education offered for the
fear of losing their allowances, and on the other hand restricted and
categorised the unemployed as bel onging exclusively to the domain of the
[abour administration.

2) The stratification of the labour market accelerated during
the recession of the early 1990s, making age and educational
background decisive factorsin recruitment in or exclusion from a
job. The status of middie-aged people in the labour market has
become particularly uncertain, as the educational level of this
generation is comparatively low, and a large proportion of those
who were made redundant as a result of restructuring during the
recession were poorly skilled middle-aged employees. New jobs
created during the subsegquent economic boom require entirely
different, much higher qualificationsand skills, and well-educated



young people can easily surpass the older generation. Raising the
level of basic education, and providing additional and continuing
training that can significantly increase the status of the middle-
aged in the labour market are among the few mechanisms that
can be employed in order to improve the position of the middie-
aged in the competition for jobs.

3) The Finnish unemployment benefit system has not requi-
red active input from the unemployed in their own self-
improvement. On the contrary, it has created obstacles to
independent activity. The condition which requires that an
unemployed person be always at the disposal of the labour market
has lead to a situation where the unemployed are even hindered
from participating in education arranged outside working hours. If
the studies are very demanding and target-oriented, they can be
deemed to take up the job-seeker’ s time during the working hours
and therefore present therisk of losing the unemployment allowance.

All these aspects are reflected in the implementation of phases| and
I, although their internal logic is somewhat ambiguous and partly
contradictory. The biggest strain has been caused by the decision of the
executorsto extend the reform to cover non-members of the unemployment
fundswhile also retaining the idea of insurancein the requirement of long
employment history. It followsthat those receiving basi ¢ allowance or labour
market support must earn their right to participate in independent education
with aslong awork history as the members of the unemployment funds.

In the light of the labour market situation, the executors' decision to
extend the allowance for independent study to include all the unemployed
was quite justified, but the preparatory work was left incomplete, which
has hindered implementation of the reform. From the standpoint of the
original remit and the developments in the labour market, it would have
been morelogical toimplement aschemeinwhich only the higher level of
support, i.e. the earnings-rel ated all owance, would involve an employment
condition, whereasthe lower level of support, equal to the basic allowance,
would only require a certain age (e.g. 35 years). In its present form,
education insurance favours those who have a better status due to their
work history before becoming unemployed, owing to long periods of



permanent full-time employment, etc. It can be difficult or evenimpossible
for those who have been in quickly changing, short-term employment for
several different employersfor long periods of timeto provetheir employ-
ment history. The situation is especially problematic for women who have
stayed homelooking after children and naturally have no employment history
at all to show for these periods of time.

Thefirst, one-year-long phase of the education insurance system has
not encouraged the|long-term unempl oyed to seek training in large numbers.
There are presumably several reasons for this, but an experiment of less
than one year cannot really allow any decisive conclusion to be drawn on
the willingness of the unemployed to seek training. The threshold for an
individua to embark on atraining programmeleading to qualifications could
be extremely high when their previous experiences of education can be
from several decades ago.

We can with certain reservations forecast that the first couple of
years of phase Il, which is being implemented this summer, will see a
contest between the different aspects of the reform pulling in different
directions. Thesignificance of education to successin thelabour marketis
unquestionable and growing, but the traditions governing education for the
unemployed are taking time to recede, and the marketing of new
opportunitiesfor potential trainees must be actively pursued. Thefeasibility
of the reform and the success of the choices made can, at the end of the
day, only be judged by the potential users of the independent education
system, either by their opting for the opportunity offered or by turning it
down.



6. COST OF THEIMPLEMENTATION OF
THEOBJECTIVESSTATED INTHEPOLITICAL
POLICY DOCUMENTSAND PROPOSALSBY
THECOMMITTEE FORLIFELONG LEARNING

6.1. Pre-school education

Development plan

Theimplementation plan on extensive, free pre-school education is based
on theideaof funding pre-school education using unit costs per pupil asa
part of the financing system of education and cultural services.

For pre-school education, the unit costs would be 85% of the unit
costs in basic education, since the pupils would not be entitled to free
travel and since pre-school education on average is less extensive than
basic education. At thelevel of 1997, the unit costs per pupil in pre-school
education would be approximately FIM 16,600.

In the government proposal, the financial effects of pre-school
arrangementswere cal culated using unit costs. The cal cul ationswere based
on the assumption that 90% of 6-year-olds would use their right to pre-
school education and that additional costs would concern mainly those
15,000 children who are not included in municipal day-care or pre-school
education at comprehensive school.

For the municipalities, the net increase of state subsidies would be
approximately FIM 362 million ayear. In school servicesthe state subsidy
would increase by FIM 492 million and in social services decrease by
approximately FIM 130 million. Municipal costs would increase by
approximately FIM 342 million annually. Furthermore, the day-care
paymentswould decrease by approximately FIM 102 million ayear. Thus
the net expenses of municipalities would increase by FIM 82 million a
year.

Committee for Lifelong Learning

As regards the introduction of pre-school education for as young an age
group as the 3- or 4- year-olds, there are too many alternative ways of



organising and financing the system for any cost estimate to be made at
this stage.

6.2. Increasing the proportion of those continuing their
studies after comprehensive school

The objective stated in the devel opment plan of offering aplacein education
to al students leaving comprehensive school would possibly require that
the number of placeson offer in the upper secondary schoolsand secondary
level of vocational education be maintained nearly on the recent level of
thebasic capacity (circa85,000 places). It may be possibleto further reduce
the number of places on offer towards the end of the 1990s (for example,
gradually to 80,000). Thiswould mean that placeson offer for those having
completed comprehensive school would remain at the level of some 120-
130 % compared with the entire 16-year age group. In 1990s, the level has
been 130-140 %. Within this framework it would be possible to increase
the percentage of those continuing directly to secondary education from
94 %in 1995.

Thedecreaseintheoverall provision of placesin educationin 1999is
due to the removal of the temporary increase in education provision in
1996-1998. Other factors which will potentially decrease the number of
placesincludethe smaller size of the age group, increasing flexibility of the
degree structure and intensification of thetransfer of previousstudies, which
will helpto reduce the need for acquiring completely overlapping degrees.

6.3. Extending secondary level education, increasing
the proportion of on-the-job learning, and extending
apprenticeship training

Since no decisions have been made concerning the extension of thelength
of vocational training to three yearswhich would makeit possibleto assess
itseffect on the number of studentsor unit costs, itisa so difficult to assess
the cost effect of the extension. According to arough estimate, there would
beanincreaseof c. FIM 700 million, which would increase state expenditure
by FIM 400 million and municipal expenditure by FIM 300 million. This
estimate is based on current unit costs and educational provision



corresponding to the current basic capacity.

However, it is likely that the longer training will be financed in a
number of ways, one of which is to reduce the number of educational
provision, if allowed by the youth employment situation. In some areas,
such as trade and administration, there may be additional capacity at the
post-secondary level outsidethe AMK (polytechnic) system to strengthen
secondary education. In addition, certain measures such asincreasing the
flexibility of the degree structure and the intensification of the transfer of
previous studies tend to prevent overlaps and thus free resources for the
implementation of the extension of the training. Despite the factors
mentioned above and other factors compensating for the expenses, the
extension of thetraining on secondary level will probably cause considerable
additional costs at the turn of the century.

Anincreaseinthe proportion of on-the-job learning will lengthen the
time of study and a so increase the cost of student financial aid, insofar as
subsistence during the on-the-job learning is covered by student financial
ad.

Extending apprenticeship training decreases the need for funds
allocated to student financial aid, sincethosein apprenticeship training are
not eligiblefor financial aid. Should the extension berealised in 2000-2001
as stated in objectives, the need for funds allocated to this purpose would
decrease by approximately FIM 35 million annualy.

6.4. Offering aplace at an AMK institution or university
to 60-65% of an age group

Universities

Because of the problem described in chapter 3.5. relating to the compilation
of statistics, it cannot be said with precision whether the objective of the
development plan referring to the number of initial placeswasrealised in
1996 and whether it will be realised in 2000. Thisis likely, however, in
which case no additional costswill beincurred.



AMK institutions

Thereform of the AMK institutions was based on the idea that the reform
could be implemented with approximately the same resources as were
used earlier in the arrangement of higher vocational education. There are
no substantial additional funds available. However, the AMK reform may
lead to asimplification and clarification of educational structuresand student
flow and even reduce the costs of the entire educational system after
comprehensive school.

Astheexperimental AMK ingtitutionsreceive accreditation, the social
benefits of the students are changed as they become eligible for financial
aid for university students (grants and subsidised meals). The students
receive alarger monthly allowance and, instead of receiving free meals,
their meals are subsidised. In 1999 this will increase the cost of student
financial aid by c. 90 million. There will be some additional costsuntil all
the AMK institutions have been accredited. At the same time, state
expenditure will decrease by 40 million since the meal subsidiesreceived
by the providersof the education aspart of state subsidiesare discontinued.
Thusthe net cost of the changein the students’ social benefitsin 1999 will
total 50 million.

6.5. Raising the level of skillsand knowledge of adults
with aweak educational background

The Committee for Lifelong Learning proposes that the knowledge and
skillslevel of those with the weakest level of education attainment — those
without training after the comprehensivelevel or with outdated secondary
education — be raised to correspond to the attainment level of secondary
education. Because of the large number of peopleinvolved, the Committee
proposes this be done in stages. To emphasise the selection of foci and to
realise the objective the Committee also proposes that raising the level of
skills and knowledge should be accompanied by adequate social benefits
which would serve as motivation for study.

At the end of 1995 the number of 25-64-year-olds without training
after the basic level totalled 957,000 (see Table 21). In the same age group
the number of those with a secondary-level degree totalled 1,767,000. If



we suppose that a considerable time-span is required for education to
become outdated and bearing in mind the size of the population aged 35-64,
the number still remainsat 1,316,000. Thereisno information on how many
have been unableto utilise their training in their work, in which case their
training would be regarded as outdated. The number isunlikely to be small,
however. Sincethe number of those without training after thebasic level is
so large that the cost of new opportunities offered to even afair number
would be enormous, we shall focus on this group in what follows below.

When setting out to definethose with only basic-level training at whom
theopportunitiestoraisetheir leve of attainment should betargeted, position
on the labour market and age can be considered key factors. According to
the spirit of the national age programme, priority would in this case be
given to members of the workforce of at least 45 years of age, whose
number totalled 387,000 at the end of 1995. 295,000 were employed and
92,000 unemployed.

Table 21. The age structure and position on the labour market of the 25 - 64-year-olds with only basic-
level training (<ISCED level 3) at the end of 1995

Age
group

Number % Total % Employed Unemployed Outsidethe
workforce workforce
127961 134 97309 150 63543 33766 30652
198222 20,7 166730 256 128049 38 681 31492
312949 327 259029 398 207741 51288 53920
317758 332 127823 196 86 792 41031 189935

164766

305999

956890 1000 650891 1000 486125

For aperson only to have basic-level qualifications does not determine
his’her opportunitiesin working life. A considerable number of peoplewith
only folk school or comprehensive school education have, through work
experience and training not leading to a degree, attained such high levels
of knowledge that the education referred to by the Committeefor Lifelong
Learning would not affect their careers. The survey on adult education
carried out by Statistics Finlandin 1995 would give someindication of how
large agroup would be interested in this kind of education.



According to the survey, 47 % of the work force aged 45-64 reported
they were interested in participating in additional training related to their
employment or profession. No classification was made according to the
level of education. Taking socio-economic position into account, theinterest
of manual workers fell somewhat below average in the entire population
aged 18-64. On this basis it can be assumed that interest remains below
average also among those with only basic-level training, most of whom are
manual workersin socio-economic status. Estimating the level of interest
at 40%, in proportion to the previously defined 387,000 peopl e this means
155,000 people.

Moving from the expression of general interest to actual intention to
participatein long-term education or training, the numbers grow noticeably
smaller. 4 % of thework force aged 45-54 and 1 % of the population aged
55-64 reported that they intended to participate in training or education
lasting at least one year and leading to a degree or qualifications. The
proportions of those who were “perhaps’ going to participate were 8 %
and 2 %. Considering the socio-economic position of the population aged
18-64, the intention of the manual workers to participate in training was
approximately half and the proportion of those “perhaps’ intending to
participate was dightly higher than among clerical employees. Considering
the group of 387,000 people defined above, it can be estimated that within
the next two years 6,000 intend to participatein training or education lasting
at least one year and leading to a degree or qualifications, while 12,000
“perhaps’ intend to participate. Altogether thiswould mean 18,000 people.
By way of comparison, in 1996 1,500 over 40-year-olds started vocational
training at secondary level, and over 900 started college level or higher-
level vocational training.

The most important reasons preventing or hindering participation in
training in one's spare time and at one's own expense reported by 18-64-
year-olds with only basic-level education included lack of interest, poor
basic education, economic reasons, the uselessness of education, age, or
health-related factors. The proportion of respondents varied from slightly
over athird to approximately 50 % for each reason.

The importance of socia benefits during studies was a so clarified.
The respondents were asked how large agrant they would requirein order
to start studying on afull-time basis. Of those in employment, 25 % of the



population aged 45-54 and 52 % of the 55-64-year age group reported that
they would under no circumstances start studying on a full-time basis.
32 % of the 45-54-year-oldsand 20 % of the 55-64-year-oldsrequired the
level of their current net income, and 25 % and 14 % respectively required
three quarters of their current net income. Half of their current net income
would suffice for 15 % of the population aged 45-54 and 11 % of the 55-
64-year age group. In the entire 18-64-year age group in employment, the
relation between the required grants and current income was higher among
manual workers and in groups with lower income than among clerical
workers and higher-income groups.

The results of the interviews clearly indicate the factors which limit
theinterest of thosewith only basic-level qualificationsinraising their level
of skillsand knowledgethrough long-term education. If educationisregarded
as unimportant in terms of career or, due to lack of experience, as
demanding and unfamiliar, and if thelow incomelevel makesit financially
difficult to participatein training, anincreasein educational provision cannot
be expected to have any major effects.

Asfor motivation, the contents of thetraining or education should as
far as possible be able to correspond to the very different interests of the
students. Those participating in training leading to secondary-level
gualifications or further and specialist vocational qualifications must be
provided with an opportunity to freely choose courses corresponding to
this level according to their own interests. Those with a great deal of
experience of life should be strongly trusted to be capable of making
judgements concerning their study plans.

There should be a strong input into guidance and counselling on
education opportunities, instruction supporting the outlining of education
plans, counselling concerning the implementation and clarification of
education programmes, and counselling concerning the utilisation of the
higher level of skillsinworking life. It is also important that informative
material and counselling be made available from sourcesthe studentsfeel
comfortable with. Guidance and counselling by the authorities always
remains somewhat distant, but information on study opportunitiesand the
guidance and counselling services available for the planning and
implementation of studies received through a trade union, for instance,
may seem alot more tangible.



Financial aid during education must remain on such a level that it
facilitates the move from working life to full-time studies. Evening or
weekend studies and distance studies carried out in the spare time may in
some cases beviable, but on the basis of the views on education expressed
by thosewith only basic-level education it can be concluded that significant
resultswill only be achieved through full-time studiesand the social support
provided by agroup.

Based on the above, the new educational opportunities for the 45 -
64-year-oldswith only basic-level education could be outlined asfollows:

- 15,000 people could start training annually;

- the maximum extent of the vocational training would be 80
credits and the average extent 60 credits (the term ‘credit’ refers
to approximately 40 hours of work; the study load for initial
vocational qualifications, if no prior learning is accredited, is
80-120 credits);

- per student, the work input on guidance and counselling on
education opportunities, instruction supporting the outlining
of education plans, counselling concerning the implementation
and clarification of education programmes, and counselling
concerning the utilisation of the higher level of skills in working
life would correspond to teaching worth ten credits on average;
there would be a high variation between individuals;

- the social benefits for students during education would
correspond to the social support during labour market training;

- education could lead to an initial vocational qualification, a
further vocational qualification or a specialist vocational
qualification, or it could, according to the individual study
plan of the student, consist of education arranged by
institutions subject to public control, or education of a
corresponding extent and level provided by private institutions,
or a combination of these.

The costs have been cal cul ated using the following assumptions:



- the education is in its entirety an addition to the current
education provision;

- the state bears the responsibility for the total costs of the
education;

- the average costs per student year (40 credits) is FIM 36,000;
- no fees are required of the students;

- half of the students are employed or outside the labour mar-
ket, and half unemployed who would in any case be eligible
for unemployment benefit;

- the cost to the state of the social benefits paid to those entering
education from work or outside the workforce would be on
average FIM 32,000.

When the proposal s have been fully implemented, the average annual
cost will be FIM 945 million. Correspondingly, the cost of the social benefits
will total FIM 720 million. The total annual cost for the state will be FIM
1,665 million.

6.6. Reserve for personnel training

Calculation on the cost of the reserve for personnel training are based on
thefollowing assumptions:

- the reserve for personnel training would be tax-deductible
for the enterprise in the year when the reserve was created;

- the reserve would be entered as income in the year during
which the reserve is used for personnel training;

- the maximum amount of the reserve would be 20 % of the
wages and salaries paid out by the enterprise during the 12
months preceding the end of the accounting period;

- 20 % of the reserve would be deposited on an account to be
opened in the Bank of Finland;

- the deposit would be paid interest subject to tax;



- the deposit could be drawn when the reserves were used for
acceptable purposes,

- the reserve could be used to cover the costs of personnel
training, apprenticeship training, and the education agreements
between the social partners;

- the expenses would include all direct and indirect costs such
as salaries and commissions with social security costs, material
costs, term fees and other fees, travel and accommodation
expenses, and the fixed assets investments related to personnel
training.

In 1996, salariesand wagestotalled c. FIM 157 billion on the private
sector. On condition that during abusinessboomin agivenyear 5 % formed
reserves to the full amount, the reserves would total FIM 1.57 billion. In
the given year the tax revenue would be decreased by c. 440 million. The
tax revenue would not decrease definitively, since the reserve would be
entered as income during the year the funds are used.

The sum to be deposited would be ¢. FIM 310 million. Should the
state pay the depositsataxableinterest of 1.5 % asfor investment reserves,
thiswould cost c. FIM 3 million annually, taking into account the taxation of
the interest.

6.7. Maintaining and devel oping teachers’ and
trainers’ professional skills

Theresponsibility of creating thefinancial preconditionsfor the maintenance
and devel opment of the professional skillsof teachersand instructorsworking
at working placesand NGOslies primarily with theinstitutions, enterprises
and organisations in question. The state can support the devel opment of
new teaching contents and operationa models, informing people about them,
and the realisation of pilot projects. In the 1998 budget, in areas regarded
important from the point of view of educational policy, educational
programmes which maintain and increase the professional skills of the
educationd servicesstaff have been alocated approximately FIM 45 million.
A further sum of approximately FIM 4 million will be used on atraining



programmefor ingtructorsinvolved in apprenticeship training. Theextension
of the training given to teachers and instructors in accordance with the
proposals of the Committeefor Lifelong Learning would annually require
an additional input of approximately FIM 20 million.

6.8. Temporary increase in the provision of education
and the following liberated resources

Young people’s vocational training

Theincrease in the number of students caused by the temporary increase
inthe provision of education has been discussed in chapter 3.7. Theannual
additional cost to the state compared with the 1995 are as follows:

Table 22. Annual additional coststo the state caused by the temporary increasein the number of students

in vocational education for young peoplein 1996-2002, compared with 1995

Year

1996
1997
1998
1999

2001

Additional costs to the state (FIM million)

Vocational Poly- Apprentice- Total
institutions technics ship training

114 10 = 124

208 43 39 290

251 95 78 424

186 114 78 378

90 106 39 235

16 71 = 87

- 35 - 35

The cost of additional capacity peaksin 1998 (c. FIM 424 million),
with resourcesbeing liberated gradually in 1999-2003 (in 1999 . 46 million,
in 2000 c. 143 million, in 2001 c. 148 million, in 2002 c. 53 million, and in
2003 c. 35 million).

The liberated resources will be likely to remain significantly below
this estimate, since decisions have already been made concerning the use
of the resources which become available as the temporary increase is



removed on other measures increasing the volume of education. These
include a programme for increasing education in the information sector
(cf. chapter 6.10.) and the extension of apprenticeship training and
secondary-level education (cf. chapter 6.3.).

AMK institutions (polytechnics)

Thetemporary increase in the provision of education at AMK institutions
(1996-1998) has been discussed in Chapter 3.7. Asthisform of education
ceases, the aim is to transfer a third of these places, that is 1,500 new
places, to information industry education as part of the permanent resources
of theAMK ingtitutions and universities. Naturally, these resourceswill not
becomeavailablein 1998, but it can be estimated that the number of students
inthetemporary educationwill peak in 1999, and therewill be new courses
started in 1998 which will last 4 years.

Calculated according to the average cost per student of FIM 27,700
used in the 1998 funding and astate subsidy of 57 %, the resources becoming
availablein2001-2003 will total FIM 16 million annually, taking into account
theincreasein education in theinformationindustry sector mentioned above.

Adult education

The number of student places in adult education leading to vocational
gualifications at secondary level and adult education in temporary AMK
institutions leading to degrees will be cut in 2000 by 4 200 places as the
extension of training according to the Government’semployment programme
ends. With an estimated average of FIM 36,000 in accordance with the
1998 budget, and with a57 % state subsidy, the resourcesbecoming available
will total FIM 86 million.

Correspondingly, 4,300 places are removed from the provision of
continuing vocational education annually. With an estimated average of
FIM 27,000, the resources becoming available in 2000 will total FIM 116
million.

At universities, the increase in appropriations corresponding to the
employment programme was FIM 44 million annually. This amount has
been included in the operating costs of the universities. These resources
will become available as the employment programme ends.



6.9. Developing student financial aid as motivation to study

The student financia aid systemiscurrently subject to severa devel opmental
needs concerning the motivation to study provided by the system and the
promotion of equal study opportunities, which would a so help to promote
lifelong learning in the wider sense of the concept.

Thegoasare:

1) to integrate housing supplement and housing allowance.
The coverage of the housing supplement is at current levels
poorer than that of general housing allowance and is only
granted for the months of study, whereas general housing
allowance is paid all year round.

2) to raise the level of study grants at least in line with the
development of costs. The current maximum amounts have not
been adjusted since the student financial aid reform, which
has diminished the purchasing power / weakened the
subsistence of students living on student financial aid.

3) to raise the income level of parents taken into account for
other that university students’ financial aid in line with wage
development, and later when the national economy so allows
parental income should not be taken into account any more.
The limits have not been adjusted since the student financial
aid reform, which has led to stricter means testing. The practice
of taking income into account should be discontinued since it
creates groundless inequality between various levels of
education.

4) to integrate family allowance and study grant. Currently
the study grant received by the under 20-year-olds can remain
below the level of family allowance. This problem could be
solved by raising the age limit of the family allowance to 18
years, for instance, and by using this money to raise small
grants.

5) to increase the number of students will cause additional
costs as follows:

A study grant of FIM 1,000 to each new university student



causes annual costs of c. FIM 14 million. A study grant of
FIM 1,000 to each new student in secondary education
increases the annual cost by FIM 10 million. Some 2/3 of those
receiving student financial aid also receive a housing
supplement, which means that 1,000 new students each year
increase the housing supplement expenses by c. FIM 2 million.

6) to develop support systems for adults

There are several support systemsfor funding adult education. These
systems should be smplified.
Estimated costs to the state:

1) developing the housing supplement systems to correspond
better with the general housing allowance, FIM 170 million

2) raising the basic amount of study grant in line with the
development in costs, ¢. FIM 180 million

3) discontinuing the means testing based on parental income
in the case of students at least 18 years old studying at
institutions other than universities, c. FIM 150 million

4) integrating study grants and family allowance, c. FIM 85
million

6.10. Increasing education in the information sector

The costs of one-off measures included in the programme for increasing
education intheinformation sector in 1998-2004 will total FIM 780 million.
Half of the costs will be covered by allocating appropriations granted to
Ministry of Education and the Ministry of Labour for this purpose. The
other half consists of additional funding, the bulk of whichisgranted by the
State. The owners of polytechnics also contribute to the funding.

The annual costs of the permanent increase in educational provision
will gradually risefrom FIM 57 millionto FIM 440 million. Nearly half of
thisare additional costs mainly covered by the State and to alesser extent
by the owners of the polytechnics. The rest will be covered by allocating
some of the appropriations granted to the Ministry of Education, universities,
and polytechnicsfor this purpose. The increase in the number of students
will causethe State additional costsin theform of social benefits. In 1998,



these are estimated to total ¢c. FIM 3 million, and by the end of the
programmeto riseto FIM 36 million.

6.11. Summary

As stated above, the redlisation of the objectives stated in the political
policy documentsand the proposalsof the Committeefor Lifelong Learning
would on an annual average cause the state the following additional costs
(-) or savings (+).

Table 23. Estimate of the additional costs and savings per annum for the government caused by the
implementation of the objectives of the political policy documentsand the proposal s of the Committee for

Lifelong Learning

Political policy Proposals of the Committee
documents for Lifelong Learning
Pre-school education - FIM 362 million

Extending secondary level education - FIM 400 million, in
addition probably costs
of student financial aid

Extending apprenticeship training +FIM 35million
(student financial aid)

Offering aplace at an AMK institution
or university to 60-65% of an age group - FIM 50 million
(student financial aid)

Raising the level of skillsand knowledge . - FIM 945 million

of adultswith aweak educational background (education)
- FIM 720 million
(student financial aid)

Reservefor personnel training . - FIM 440 million (tax
revenue transferred to
later years)

Increased training for teachers and trainers . - FIM 20million

Resources becoming available after the temporary
increase in educational provision +FIM 686 million

Developing student financial aid as
motivation to study - FIM 585 million - FIM 240 million

Increasing education intheinformation sector - FIM 200 million
Total c. - FIM 1 billion c. - FIM 3 hillion



7. PRESENT FINANCIAL ARRANGEMENTS
FOREDUCATIONAND ESTIMATESOF THEIR
IMPACT ON COST-EFFECTIVENESS

7.1. State subsidy system

Asawhole, the education financing system covers both statutory funding
and support for running expenses and projects aimed at starting up new
institutions. Funding can be granted and paid to municipalities, federations
of municipalities, and private organisations and trusts. This presentation
focuses on statutory funding granted to municipalities, federations of
municipalities and private organisations and trusts to cover running
expenses. The financing system isintended to be neutral in relation which
of the judicial communities mentioned above arranges the educational

services.

Thefinancia legidation concerning education has developed intoiits
present form through several partial reforms since 1993. During that year,
the financing system was altered so that it would be based on cal culated
unit costs in contrast to the earlier system, under which the state subsidy
was based on actua running expenses. Under the old system the state
would grant municipalitiesand other communities subsidiestowards actual
acceptable expenses according to a percentage stated in the law. In the
present system, the state grants funding according to a calculated sum

determined by an assessment of unit costs.

The essential characteristics of the system based on unit costs are as

follows;

— Unit costs are determined in advance for the following year;
the decisions made concerning the arrangements and financing
of education by a municipality or another owner of an institu-
tion which receives funding during the fiscal year do not

influence unit costs. If the recipient is able to organise education
at a lower price than that of the unit costs, its state subsidy will
not decrease. On the other hand, if the actual expenses exceed
the level of unit costs, the recipient will be solely responsible

for these expenses. Therefore, the system encourages cost-



effectiveness among providers of educational services.

— In a financing system based on unit costs, the use of the
funds granted are not tied to the conditions of granting and
calculating these funds, which enables municipalities and other
providers of services to make independent decisions when
allocating funds for various purposes. Primarily, this means
that the recipient can decide on the allocation of resources
within the educational system. On the other hand, the law does
not prohibit the use of unit costs funding for purposes other
than education. It has been feared that this will lead, especially
in the municipalities, to the allocation of funds granted for
education towards other services provided by the municipality,
for instance social welfare and health care. However, it needs
to be said here that in practice it is not possible to run an
educational institution only on state funding without additional
funding allocated by the provider of the services, especially
the municipalities.

— The system’'s administration is not as heavy as that of the
state subsidy system which was in use earlier, because insti-
tutions and other providers of education do not need to
compile reports on how the state subsidy funds have been used,
nor do these reports have to be dealt with by state authorities.

Thesectoral funding of educational servicesispart of the state subsidy
system for the municipalities, the other parts of which arethe general state
subsidy for municipalities administered by the Ministry of thenterior, and
the sectoral state subsidy for social welfare and health care. As awhole,
thefunding system evensout financid differencesbetween themunicipdities
concerning their income and spending.

The municipalities' share of funding the expenses of educational
servicesis defined in accordance with the municipal share calculated per
capita. The municipality’s share of funding the expenses of educational
servicesper capitais calculated on the basis of total expenseson anational
level based on unit costs. These total expenses cover the calculated
expenses of educational institutions run by the municipalities, as well as
federations of municipalities, private organisations and trusts, and state-



run institutions. The municipality’s share per capita is the same in
every municipality.

Themunicipality’sstate subsidy iscalculated so that the municipal
share required by the number of inhabitants is extracted from the
municipality’s state subsidy. Federations of municipalities and private
providers of educationa services are granted funding on the full basis
calculated on the basis of unit costs.

The state subsidy isdetermined as mentioned abovefor the compul sory
comprehensive schools, upper secondary schools, and initial vocational
education, as well as education leading to a degree at a polytechnic, and
long-term specialisation programmes at the polytechnics.

However, the state subsidy towards general adult education is
determined by a fixed state subsidy percentage. The education provided
within the general adult education system ismainly based on leisure-time
learning in variousinstitutions (adult education centres, folk high schools,
training centres for physical education, and study circle centres) and does
not lead to qualifications. The owner of theinstitutionisresponsiblefor the
aims and content of the general adult education it provides.

Continuing vocationa trainingisfunded, with some exceptions, through
provincial state offices using fundsallocated in the state budget to purchase
educational services from the owners of educational institutions or other
organisations providing such services.

The unit costs which form the basis for the state subsidy on running
expenses are calculated per student in the comprehensive schools, upper
secondary schools, vocational education and polytechnics. The funds are
paid, as determined by the unit costs, directly to the owner of theinstitution
which has selected the student. Post-comprehensive education students
are free to apply to ingtitutions run by a variety of owners. As in post-
comprehensive education the size of theinstitution does not usually affect
the unit costs, the financing system favourslarge upper secondary schools
and vocational institutions which can be run at lower costs. Thisisin
accordance with the goals of educational policy-making, which is aimed,
especially in vocational education, at creating bigger and more versatile
owner communitiesfor the educational institutions.

Theunit costsare calculated once every two yearsaccording torealised
total expensesat national level. Unit costsare higher in certain circumstances



(e.g. low municipal population density), and the service structure (e.g. the
size of the comprehensive school, specia needs education for the disabled
and expensivefields of education).

For general adult education the unit costs are cal cul ated according to
student working hours, student working weeks, or student working
days. The unit costs are calculated once every two years according to
realised total expenses at national level. The unit costs can be graded for
education whichismore expensive than average, for instance specia needs
education. The Ministry of Education decides each year on the number of
teaching hours, student working weeks, student working days and study
circle hours according to a cal culation formula.

All the unit costs described above have been cut since 1993 due to
savings procedures to balance the public economy. Therefore, the unit
costsdo hot in practice equal the averagetotal national expenses. Thishas
enhanced the cost-effectiveness element included in the unit costs system.
Ontheother hand, theresponsibility of the ownersof educationd ingtitutions,
especially the municipalities, has grown in comparison with central
government. As the financial situation of the municipalities has become
weaker, it hasbecome more difficult for ownersof educational institutions
to maintain educational servicesat their previouslevel. Themunicipalities
have weakened their services where the legidation has allowed it. For
example, in the comprehensive schools there have been cuts on school
clubs, special needs education and extra tutoring. Because of this
development, the position of thelast two isto be strengthened by legidation
from the beginning of August 1998.

The amount of money which formsthe basisfor thefollowing year's
state subsidy is reached by multiplying the accrual sums described above
(for instance, the number of students and lessons taught) by unit costs
determined for these sums. For the municipalities, the final amount of the
state subsidy iscalculated on the basis of the amount of money mentioned
above by extracting the municipal funding sharesfrom the cal cul ated state
subsidy. The owner of a private educational institution is paid a sum
corresponding equal to the full state subsidy. For education which fals
under the general adult education system, the state subsidy is, with afew
exceptions, 57 % of the sum calculated on the basis of unit costs.

The unit costs system encourages the municipalities and other



providers of educational servicesto act economically. On the other hand,
unit costs are calculated once every two years according to actual
educational expenses. If the average expenses for education decrease, so
will the unit costs and the state subsidy. Therefore, it isalso in the state’s
interest to see the municipalities and other providers of educational services
perform economically. Thus, the system has an in-built element to lower
unit costs. Asmentioned above, the cuts made to bal ance the public economy
strengthen this element.

Theaverage annual expensesand unit costsin comprehensive schoals,
upper secondary schoolsand vocationa ingtitutions have devel oped between
1993 and 1998 asfollows:

Table 24. Average annual expenses and unit costs in comprehensive schools, upper secondary schools

and vocational institutionsin 1993-1998

Year

1993
1994
1995
1996
1997
1998

Comprehensive schools

Expenses Unit costs
FIM/student

20,344 20,963
20,134 19,589
21,759 19,001
22,085 19,068

19,547

20,980

Upper secondary schools

Expenses Unit costs
FIM/student

18,662 2104
18,456 20,653
19,180 20,062
20,059 20,056
17,181

18,510

Vocational institutions

Expenses Unit costs
FIM/student

34,783 34,622
38,572 33,723
37,892 33,612
33,441
34,667

In 1998, the finance flows that move within the state subsidy system
areasfollows:



Chart 3. Finance flows within the state subsidy systemin 1998

Ministry of Education

FIM 12 393 million (1) FIM 21039 million (2) FIM 2 074 million(3) FIM 316 million (4)
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(1) The municipalities share (based on the number of inhabitants)

(2) The state subsidy for municipalities and federations of municipalities owning educational institutions
(3) The state subsidy for private owners of educational institutions

(4) Funding for state-run educational institutions

(5) Municipal and private owners provide financing for their educational institutions. The owners may
allocate part of the state subsidy to other purposes, or alternatively finance the institutions with a sum
exceeding the state subsidy.

The scope and content of studies, students' rights and qualifying
requirements for teachers in comprehensive schools, upper secondary
schools, vocational education and polytechnicsare carefully defined within
laws and subordinate decrees passed in accordance with these laws. In
practice, these norms restrict the scope providers of educational services
have to lower costs. It is stated in law that students always have to be
provided with minimum adeguate services.

The state can use conditional fines to oblige providers of education
who operate unlawfully to operate within the law. In these cases, the state
can also reclaim funding it has previously granted. In extreme cases, the
provider of education can lose its licence to provide educational services
or to receive state funding. However, there has so far been no need to
impose conditional fines, reclaim state subsidies or cancel operating licences.



Even though the system based on unit costs calcul ated according to
the number of students functions well on the whole, it also has some
problems, the most significant being the af orementioned fact that unit costs
areon alower level than the average costs per student on anational level.
On the other hand, the mechanism of counting students on two
predetermined dates ayear only has proved a problem where the ways of
arranging education and lengths of educational courses have become more
flexible. The counting of students on predetermined dates only weakens
students’ opportunitiesto complete partsof their studiesin other ingtitutions
and to transfer their creditsalso in practice, asthe funding is always given
to theinstitution in which the student is enrolled as a student on the day of
counting. The possibilities of completing parts of one’s studies in other
institutionsisin practice dependent on theingtitutions’ willingnessto agree
on costsand thedivision of funds. The regulations on the counting of students
may haveto be altered in the near future, so that, instead of predetermined
counting dates, the number of studentswill be cal culated according to studies
completed at each institution, based on, for instance, the student working
week or student working year.

7.2. Pre-school

Pre-school education at comprehensive schoolsisfunded onthe samebasis
as comprehensive education proper. The costs are split between central
government and the municipalities. The organisation of pre-school education
in the comprehensive schools requires a licence from the Ministry of
Education, as the number of children participating in these activities is
dependent on funds allocated for it in the state budget.

Pre-school education which fallsunder the day-care systemis part of
the social welfare services, and is regulated through specific legislation —
the Day-care Act and Decree. Since the beginning of 1996, all parents of
children under the age of seven are entitled to receive aplaceinthemunicipal
day-care systemfor their child after their parents’ allowance ends (about 9
monthsafter birth). The municipalitiesare not obliged to arrange pre-school
education attached to the day-care system.

Day-care centresare mainly owned by the municipalities. About 40 %
of the expenses are covered by state subsidies. The fees collected from



parents to organise pre-school education within the day-care system vary
according to family size, income and the number of children in day-care.
The fees collected from parents have equalled about 15 % of the running
expenses.

7.3. Comprehensive schools and upper secondary schools

The funding of comprehensive schools and upper secondary schools is
based on a calculated state subsidy which takes into account the
municipality’sspecia characteristics. Thisfunding isnot tied to itsintended
use, as described above. The financing system has deliberately been
constructed to be neutral. Thus, the regulations and other directionsarein
acentral position considering actual teaching and questions of quality.

Thelegidation onthese activitiesdetermines, for example, thestructure
of education, teaching and working times, compulsory education, theright
to education and student welfare. The Council of State decideson granting
licences to start a so called substitutive or corresponding comprehensive
school or upper secondary school. The preconditions for starting such a
school as defined within legidation are examined at the time of application.

Central factors for the direction of activities are the taught subjects
stated in thelaw, and the division of taught lessonsratified by the Council
of State according to the compulsory subjects; this division defines the
minimum number of lessonsfor each subject in accordance with thelevel
of schooling. The national curriculum acts as the basis for the curricula
planned in the municipalities for the comprehensive and upper secondary
schools. Themunicipality isresponsiblefor ensuring that all schoolshavea
curriculum drafted on the basis of the national curriculum. The drafting of
the curriculum and the planning and execution of teaching are guided by
general educational goals and regulations on how education and teaching
have to be organised according to the students' ages and abilities.

The law aso includes regulations on the amount of teaching. In the
comprehensive school the student has a right to receive teaching for 190
days per year. The student’s timetable has to include a predetermined
number of lessons. The working year for upper secondary schools also
equals 190 days.

The Comprehensive and Upper Secondary SchoolsAct requireseach



school to have enough teaching posts avail able to cover permanent teaching
arrangements. An attempt hasbeen madeto ensurethe hequality of teaching
through the required qualifications for teachers. A teacher who holds a
permanent post hasto hold formal qualifications—usually teacher education
included with amaster’s level degree.

The municipality is obliged by law to organise transportation for
comprehensive school students if their school journey exceeds five
kilometres. In upper secondary school sthe school journey subsidy isprovided
through the students' financial aid system. The law also guarantees free
education and free mealsin comprehensive and upper secondary schools,
and free study materials and books in the comprehensive school.

The loosening of regulations for school services and the decreasein
the number of norms haveincreased local flexibility in the organisation of
education. The changes have been considered necessary in order to develop
education according to the needs of society and working life. The previous,
rather detailed norms are being replaced by an evaluation system created
to support national educational policiesand their realisation at local level.

The evauation system is a combination of national evaluation and
local self-evaluation. The evaluation should provide information on how
national educational policies have been realised in comparison with their
goals, and support and advance the devel opment of the school system and
individual institutions in an adequate way from the point of view of the
individual and society.

Thelegidlation, normsand goals set by the curriculum for educational
institutions form a basis for the definition of the targets and criteria of
evaluation. Thecriteriafor evaluation are, thus, based on decisionsat various
levels of the school services.

Thelegid ation reforms concerning schoolswhich are at present being
discussed in Parliament are meant to highlight the role of evaluation. Due
to the structure of the financing system, the results of evaluation do not
affect the actual funding of education.

7.4. Initial vocational education

Funding based on the state subsidy systemistied to teaching asdefined
inthe law. The prerequisite for funding isalicence granted by the Council



of Statefor operating asan educational ingtitution. Thislicencealso defines
the educational mission of eachinstitution. In addition to educational demand,
other prerequisites for obtaining a licence are the owner’s professional
and economic abilities to run a vocational institution. This means, for
example, that the owner isableto hirequalified staff for theinstitution and
that the institution has a functioning system of management and
administration. The educational institution has to have adequate teaching
facilities and equipment and the economic capacity to cover its running
expenses. Regulations provide the framework within which the owner has
to operate. For instance, the qualificationsrequired of teachersare defined
by decree. Qualifications and the extent of the education as well as the
bases for the curriculum are decided at national level. The owner decides
ontheinstitutions’ own curriculain accordance with local circumstances.
Regulations also cover evaluation and the legal rights of the student.

If the owner acts against these educational regulations or regulations
giveninthelicence for running an educational institution, the licence can
be revoked. Thiswill also lead to the cancellation of funds. The licence
can aso berevoked asaresult of significant changesin educationa demand.
Moreover, the state can intervene in educational arrangements that are
clearly inadeguate and uneconomical . During the 1990s, the owning system
of vocational educational institutions has been unified, and the network of
institutions has been devel oped by creating multidisciplinary ingtitutionsrun
mainly by the municipalities. The state has shifted responsibility over most
of itsinstitutionsto the municipalities or federations of municipalities. This
has meant that units with alow intake or which have otherwise been run
inadequately have been closed down or merged. The owning arrangements
for almost 40 institutions are still under scrutiny.

Casesinwhichthelicenceiscancelled dueto activities contravening
theregulationsare extremely rare. The most typical casesinvolvecriticism
of the quality of teaching caused by disregarding the regul ations concerning
qualifications or the inability to recruit qualified teachers. An attempt is
first madeto deal with such inadequaciesthrough theinformative provision
of guidance. Ontheother hand, if an ingtitution hasabad reputation, students
will not apply for places on its courses, which has an instant effect on the
funding received by the owner.

The regulation system for vocational education was reformed as of



January 1, 1998 since when the focus of quantitative cal cul ations has shifted
from the number of places offered to the number of full time equivalents.
This reform was carried out to simplify the regulatory system, remove
certain administrative layers, and enhance local decision-making on
educational provision.

Under the new system, the Council of State and the Ministry of
Education decide on running licences and the educational missionsdefined
inthem. The educational mission determinesthefields of educationincluded
intheingtitution and the maximum number of students undertaking studies
on different levels. Each year the owner has to decide on the educational
provision at theinstitution within the framework of thefields of education
and the maximum number of students.

The educational mission determines on a genera level the kind of
education the owner can organise under the legally determined financing
system within the framework of the maximum number of students. In order
to make educational arrangements more flexible, each owner’s mission
statement allowsthe possibility to exceed the maximum number of students
by 5 %inany given year the excess hasto be ba anced during thefollowing
two years.

TheMinistry of Education can alter the educational mission statement
largely on application by the owner, but regulationson thefields of education
and the maximum number of students can also be changed without
applicationif the educational provision deviatessignificantly from demand.
Nevertheless, the aim is not to examine changes within specific fields of
education primarily from the point of view of individual ingtitutions, but asa
national or regional whole.

A monitoring and evaluation system is being developed for the
implementation and evaluation of this reform. When it passed the law to
regulate reforms in the financing system, Parliament required the effects
of the system to be monitored. Therefore, the Ministry of Education will
after three years carry out a comprehensive survey to establish whether
the reform has led to regionally adequate educational provision from the
point of view of employment, how possible di sputes have been solved when
planning education locally and regionally, and how co-operation between
several parties has functioned in co-ordinating and steering vocational
education both locally and regionally.



In the future the aim is to reform the financial basis of vocational
education so that the effectiveness of the education has an impact on the
funding. This could mean, for instance, that finding employment after
education and finding places in further education and training would be
supported if they were taken into account as a basis for how educational
financing isdetermined.

7.5. The AMK Institutions (polytechnics)

InFinland, the universitiesare run by the government, whilethe polytechnics
areeither locally or privately run. Under the PolytechnicsAct, itispossible
to establish state-run polytechnics, but at present there is no foreseeable
need for this.

This ownership structure mainly derives from the ownership of the
vocational institutions on which the polytechnics are based. Because of
their regional nature, most of the publicly-owned polytechnics are run by
municipal federations. In other words, local authorities in the area have
joined forcesfor this purpose. One new featureisthat in some caseslocal
authorities have founded a private limited company to run a polytechnic.
This has been doneto highlight the polytechnic’sindependence of thelocal
administration.

Legislation

Theregulation of polytechnicsisbased on the PolytechnicsAct and Decree
and some other statutes, including legislation concerning financing and
student financial aid.

The PolytechnicsAct contains provisions on studies and degrees, the
status of polytechnicsin the higher education system, administration, entry
reguirements, free education, and teachers. The relevant Decree contains
more detailed provisions on the same things, especialy studies, degrees
and teachers’ qualifications.

Licensing of polytechnics

Thelicence granted by the government to apolytechnic definesthe overall
framework for its operation, thefiel dsto be provided, the teaching language



or languages, student numbers and thelocation of the congtituent units. The
government may a so requirefurther devel opment of operationsor provision.

Management by objectives and results

The government steers polytechnics mainly by means of agreements on
target outcome, which at this stage are concluded with the pol ytechnicsfor
ayear at thetime. In the longer term, agreements will be for three years,
except as concerns financing. The university sector has already adopted
this arrangement.

In the annual agreement, the Ministry and the polytechnic agree on
target outcome and relevant measures. The agreement also contains an
analysis of the results obtained during the previous year.

The agreements for 1998 define common targets, the polytechnic's
mission, structural development, educational provision (intakesand degree
programmes), someother devel opment objectives (such asteaching and sudies,
international cooperation, personnel development, library and information
servicesand the polytechnic’ s contribution to the national information society
project, education-industry relations, and R& D), as well as the necessary
resources. The agreement isdrafted in aprocess comprising ajoint seminar,
the polytechnic’s own proposal for an agreement, feedback form the
Ministry, and negotiations between the Ministry and the polytechnic.

Although the degree programmes are defined in the agreements, under
current legidationthe Ministry also confirmsthem separately. The Ministry
decides on the extent of degree programmes and the titles to be awarded
to graduates.

Evaluation

Under the Polytechnics Act, apolytechnic isresponsible for the quality of
the education it provides and its future devel opment, and must participate
in external evaluation at regular intervals.

Nearly all polytechnicshave undertaken self-eva uation. Many of them
have also taken part in external evaluations, part of which are carried out
by foreign peer groups.

A Higher Education Evaluation Council wasestablished at the beginning
of 1996 for quality assurance and the devel opment of the polytechnicsand



universities. The Council isattached to, but independent of, the Ministry of
Education. The Council decides on the eval uation projectsto be undertaken
each year and their financing.

Financing

Polytechnics receive almost one hundred per cent of their financing to
degree programmes from public funds. There are no tuition fees. Poly-
technicsalso seek external funding, mainly for continuing education services
and R& D. The polytechnics receive three kinds of funding:

1) Core funding

The determination of the core funding of polytechnics (state subsidy for
running expenses) is described in chapter 8.1. In 1998 the core funding
will cover about 94 per cent of the polytechnics' operational expenditure.

2) Project funding

The government also grants additional funding to the polytechnics. Most
of thisisproject funding, which at present islargely intended for teachers
continuing education, theimplementation of the national information society
project, andinternational contacts and exchanges. In 1998, project funding
will amount to 5.5 per cent of operational expenditure.

3) Performance-based funding

Part of the additional funding is allocated on the basis of performance.
Next year about 0.5 per cent of operational expenditure will consist of
thesefunds. Theaimistoincreaseits share of the polytechnics' budgetsin
the near future.

7.6. Theuniversities

All Finnish universities are state-run, and most of the funding for their
basic tasks, is included in the state budget. In 1997, the total income of
universities was some FIM 7,7 billion. Education leading to a university
degreeisfree. However, adult education is based on fees: open university



education is partly fee-based, and continuing education is run as a busi-
ness. Policy-making for the universities began at a national level in the
mid-1960s with the first development act for the universities; this act was
in force between 1967 and 1986. One aim of the act was to secure the
steady growth of university funding. Growth was tied to an increase in
places offered, for example.

The aim of the new development act passed in 1987 was to continue
to secure the steady development in university funding which had been
visible before 1986, but the idea that funding should be tied to offered places
was abandoned. Because of the recession, the third section of the devel op-
ment act concerning resources was not in force during 1993 and 1994. In
1995 it wasreintroduced, so that between 1997 and 2000, the fundsall ocated
for university activitieswill increase at least to cover pay rises.

University funding comprises three el ements: core funding of about
90 %, project funding of about 5 %, and effectiveness funding of about
5 %. In 1997, effectiveness funding was allocated on the basis of centres
of excellencein research and teaching, internationalisation, adult education,
external funding and graduate employment.

At theturn of the century, funding will undergo athorough overhaul,
after which the core funding of universitieswill increasingly be determined
by theresults achieved. Theaimisnot only to even out past distortions, but
alsototie university funding more effectively to activities and results.

The changes in university funding will involve introduction of a
‘calculated budget system’ in which 65 % of core university funding will
be paid on the basis of master’s degrees and 35 % on the basis of doctoral
degrees. Each field has been given a coercion figure based on its costs.
Cal culated budgeting will beintroduced phase by phase; in 1997, the amount
of calculated funding in overall basic funding is 10 %; it will reach the
100 % level intheyear 2003. The universitiesand the Ministry of Education
are to agree on three-year result-based contracts; the present contracts
are in effect between 1998 and 2000.

Throughout the 1990s, the universities have been encouraged to seek
external funding. In 1997 direct budget funding constituted about 69 % and
external funding about 31 % of the overall funding of the universities.



Chart 4. Finance flows within the degree programmes of the universitiesin 1997

Ministry of Education

FIM 3500 million (1)
unicipalities

FIM 30 million (2)

| Universities I

(1) Sate budget funding (funding for degree programmes is estimated as 65 % of the total state budget
funding for universities)

(2) Municipal funding for regional educational programmes

Chart 5. Finance flows within the adult education of the universitiesin 1997
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7.7. Adult education and training
7.7.1. Independent vocational adult education

The financing models for education: the state subsidy model and the
subscriber-provider model

There are two models in use for financing independent vocational adult
education, the state subsidy model and the subscriber-provider model. The
state subsidy model was presented in chapter 7.1. The aim of both models
isto generally support educational demand by maintaining free education,
or education with nominal feesonly, and by offering studentsfinancial aid
which guarantees them adequate social security throughout their studies.
Both models aso aim at the adequate direction of educationa supply by
giving the organisersfunding needed for arranging education and by using
state decision-making to steer the use of these funds.

The state subsidy model isbased on the belief that theingtitutionsare
the best judges of regional educational demand, and that this knowledge
will help them focus their supply. The costs education causes to the state
are examined as part of the overall activities of the owners, especialy the
munici palities; mechanisms created to control costsare constructed so that
short-gpan cost savingswhich have apositive effect on anindividual owner’s
economy will in thelong run decrease public spending.

The subscriber-provider model is also based on the presumption that
institutions are aware of the educational demand in their area. Educational
ingtitutions are also believed to have internal interests which can affect
educational supply. Therefore, decision-making on thefinancing of education
has been removed outside the institutions. The provincial state offices act
asdecision-making bodies.

The state subsidy system ismainly in usein secondary and college-
level vocational education leading to qualifications, education leading to
polytechnic degrees, and long-term specialisation studies at polytechnics.
The subscriber-provider model is in use in parts of secondary-level and
college-level education leading to qualifications, and in continuing training.

In the subscriber-provider model, the Ministry of Education grants
fundsfor the provincial state officesto purchase educational servicesfrom
ingtitutionsfor public use. The price of education isdetermined by acontract



negotiated between the subscriber (the provincia state office) and the
provider (the educational ingtitution).

The provincia state office can purchase secondary and college-level
vocational education leading to qualifications only from such institutions
which the National Board of Education has accepted as being able to
organise such education. The students' home municipalities pay central
government for the costs of secondary and college-level vocational
education on the same grounds as in the state subsidy system. In thiskind
of education the adult student may beliableto pay fees, although these are
nomind.

The students' home municipalities do not participate in the costs of
continuing training. Student fees in continuing training equal 5-10 %. In
some cases, the provincial state office can also purchase educational
services for the personnel of privately-owned companies. In this case the
company pays for about half the expenses. The share of fees paid by
companies equalsamost 5 % of the overall cost of continuing training.

Regardless of thefinancing model, the student can be granted financia
aid as described in chapter 1.8.

Thereformsin school legidation which are at present being discussed
by Parliament will transfer al secondary and college-level vocational
education into the state subsidy system from the beginning of 1999.

The state subsidy systemin vocational adult education

The state subsidy system has been constructed as a system to finance
initial education for young people. A separate financing system was not
created for adult vocational education, which became part of the initial
vocational education system inthe mid-1980s, or the 4-to-7-month further
study programmesfor studentswho had completed their initial vocational
education, which was added to the educational provisioninthelate 1980s.
As the system, which by its basic characteristics resembles the present
system, wasintroduced in 1993, it included initial vocational education for
adults and further study programmes.

Little by little, discussions arose about the problems some characte-
ristics of this model caused for adult education.

Asthe adult students' previous education and experiences are taken



into account when planning a persona study programme, the students
periods of study varied in time and costs, unlike those of young people.
Opinions were aired according to which the internal dynamics of the state
subsidy system as described in chapter 7.1. were inadequate to maintain
cost-effectiveness. The argument was that a system cannot be cost-
effectiveif being registered within an educational institution on the day of
calculation (20th January or 20th September) would gain theinstitution six
months’ state subsidies for the average costs of full-time studies. It was
also claimed that tying funding to two days of calculation prevents the
timing of educationa servicesto correspond to the changing needs of adults.

In 1994, Parliament acknowledged these problems. It required a
general survey into thefunding of adult education to beimmediately carried
out, and any legal problemsthat arose to be dealt with quickly. Asaresult
of this survey, preparations were begun for new legislation — these
preparationswere also influenced by differencesin opinion concerning the
roleand position of the provincial state offices. According to another point
of view, educational institutionsand their owners, usually the municipalities,
should be given asmuch power of decision-making as possible concerning
educational provision, asin young people’'s vocational education, and the
Ministry of Education should pay thefundsdirectly to theinstitutionson the
bases of stable numerical factsand trust theinternal dynamicswhichmaintain
the cost-effectiveness of the state subsidy system. According to thisview,
provincial state officeswould not have any rolein thefinancing and steering
system of adult education. According to another view, funding should be
directed to take direct account of the different lengths, timing and costs of
adult education programmes, and encourage instant cost-effectiveness. This
view includes the idea that the task of steering this system would lie with
the provincial state offices. After complicated preparatory phases, the
present legidation was accepted in which secondary and college-level
vocationa education leading to a qualification would continue to receive
funding through the state subsidy system, but that the system of funding
continuing training would follow the subscriber-provider model from the
beginning of 1997. The financing of polytechnic degree courses and long-
term specialisation studies at the AMK institutions (polytechnics) which
began in the early 1990s has from the beginning been included in the state
subsidy system.



The subscriber-provider model in vocational adult education

The subscriber-provider model has been used as the financing model for
centres for vocational adult education since 1991. Centres for vocational
adult education were first opened in the early 1970s (when they were
called course centres for vocational education) to cater for the expansion
of labour market training required by the rapid changesin the structure of
soci ety and widespread internal migration. Theresponsibility for thesteering
and financing of the centres for vocational adult education was divided
between the labour and education authorities. Tensions started to grow
within the system, especially as the labour administration took the view
that the system did not provideit with adegquate measuresto focus education
in away which would benefit thejob market. Thelegidation wasreformed
in 1991 to transfer the Ministry of Education’s funding for labour market
training to the Ministry of Labour and enable the regional 1abour market
authorities to begin to purchase educational services from institutions
selected through competition. The centres for vocational adult education
remained under the administration of the Ministry of Education, and the
education authorities provided their basic funding in the form of a grant,
which initially equalled 30% of the annual expenses, but has gradually
falento 10%. Under the new systemthe provincia state officesasregional
educational authoritiesbegan to purchaseindependent vocational education
for the public from centresfor vocational adult education.

The new subscriber-provider model was, on the one hand, based on a
similar reform in labour market training carried out afew years earlier in
Sweden, and, on the other hand, on discussionsinitiated by the Ministry of
Finance concerning free market methods for providing welfare services.
The subscriber-provider model worksin such away that wherethe producers
of services represent not only the interests of their own organisation, but
also the interests of the actual recipients of the services, the recipients
interests are not wholly taken into account. Moreover, the producers are
not seen to take enough care of cost and quality efficiency. Therefore,
public funds haveto be all ocated to unitsindependent of the producers, the
task of which isto evaluate the demand for services and to purchase these
services from the producing unit it considers the best in each case.

As concerns independent vocational adult education, the reform



touched on the centres for vocational adult education. The provincial state
officesbegan to purchase secondary and college-level vocational education
leading to qualifications and further study programmes from these centres
under the subscriber-provider model. The provincial state offices were
also granted funds to purchase short-term continuing education services
from any vocational institution. However, thesefundswererelatively small.

In 1997, the subscriber-provider model between the provincial state
offices and the educational institutions was introduced to all continuing
training except long-term specialisation studies at the universities and
polytechnics. When the government discussed the reform, the Ministry of
Labour claimed that the purchase systems for labour market training and
independent vocational education were overlapping and that the appearance
of two purchasing bodies representing the state would easily raisethe price-
level of the producers. After negotiations, the government decided to propose
to Parliament that the extended subscriber-provider model would be
introduced for ayear, asit had already been carefully and widely prepared,
and that the government would quickly prepare a bill on transferring all
continuing training except that at the universities into the state subsidy
system. However, Parliament supported the subscriber-provider model and
passed the law. Nevertheless, it required that the law’s efficiency be
evaluated after it had been in effect for three years. The overall reformin
school legidlation which is at present being discussed in Parliament will
transfer secondary and college-level vocational education leading to
qualifications organised by the centres for vocational adult education into
the state subsidy system. Thiswill clarify thefinancing systems: al initial
vocational education and long-term specialisation studiesat the polytechnics
will be funded according to the state subsidy system and other continuing
training according to the subscriber-provider model.



Finance flows in continuing training

Chart 6. Financeflowswithin independent continuing training in 1997
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(1-2) The Ministry of Education grantsfunds (1) to theprovincial state officesaccording to result contracts
with which they can purchase continuing training from educational institutions or, in some cases, private
companies offering educational servicesfor the use of the public (2).

(3) Sudents pay tuition feesto theinstitutions.

(4) Companies pay ingtitutions a part of the expenses of education when the education is especially
provided for their personnel.

On the cost-effectiveness of financing systems

Characteristics which enhance the cost-effectiveness of the state subsidy
system have been discussed in chapter 7.1. Vocational adult education is
part of the system, so it isimpossible to examineit separately.

In the subscriber-provider model it isbelieved that cost-effectiveness
will result because the provincia state offices can control the costs of
education. This is because the educationa ingtitutions have to compete
with each other for funds. However, because of the changes in the
educational services and institutions included in the subscriber-provider
model, thereisno statistical information on which to base conclusions.



7.7.2. Labour market training

Chart 7. Finance flowsin labour market training in 1997
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(2) TheMinistry of Labour transfersthefundsrequired for thetraining allowancefor the use of KELA and
the unemployment funds

(2) The Central Unemployment Fund provides the Unemployment Fundsthe employers’ share of income-
related training allowance (47 % out of theincome share)

(3) KELA and the Funds pay training allowance to the studentsin monthly arrears

(4) The Ministry of Labour transfersthe funds all ocated for labour market training to the Labour Market
Departments at the Employment and Economic Devel opment Centres (15 centres). The use of thefundsis
outlined in result-based contracts.

(5) The Employment and Economic Devel opment Centres purchase educational services from the most
suitable provider on the basis of competition

(6) Companies fund about 60 % of the joint training in which they areinvolved

Providers of
educational services

Table 25. Funds allocated for purchasing labour market training servicesin 1991-1996

Year Funds allocated FIM million
1991 614
1992 764
1993 788
1994 837
1995 921

1996 1082



7.8. Students’ financial aid

Chart 8. Finance flowswithin the students’ financial aidin 1997
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In more detail, the finance flows are as follows:
1) Financial aid FIM 3,242 million

The Social Insurance Ingtitution uses state fundsto pay study grants, adult
study grants and housing allowance, and in some cases aid for studentsto
pay theinterest on their student loans. The Social Insurance Institution aso
pays interest subsidies out of state funds to banks for ‘old student loans
and, as guarantor, repays old unpaid student loans.

Universities FIM 1,300 million
Polytechnics FIM 215 million
Vocational ingtitutions

and folk high schools FIM 1,415 million
Upper secondary schools FIM 120 million
Interest support FIM 60 million
Guarantor responsibilities FIM 132million
2) Sudy loan FIM 10,732 million

The state guarantees the study loans. The banks provide the loans.

Universities FIM 4,700 million
Polytechnics FIM 211 million
Secondary vocational education FIM 5,750 million
Upper secondary schools FIM 71 million
3) Meal subsidies FIM 81 million

The Social Insurance I nstitution pays caterersameal subsidy according to
the number of meals sold. Students pay for their meal a sum minus the
meal subsidy (7 FIM). Restaurants that operate on other than university
premises also receive additional meal subsidies to meet the costs caused
by this.

Universities FIM 70million
Polytechnics FIM 8million

Additional meal subsidies FIM 3million



4) Travel assistance FIM 138 million

The Social Insurance Institution uses state funds to pay travel assistance
according to the student’s means of travel to upper secondary school and
alsofor vocational education, and to providersof transportation and owners
of educational ingtitutions.

To the students FIM 46 million
To the organiser of education FIM 46 million
Oy Matkahuolto Ab Ltd,

State Railways etc. FIM 46 million

The students’ financial aid system and cost-efficiency

The idea of students' financial aid isto provide that part of the student’s
social security during his or her studies which cannot be considered the
parents' responsibility, or which isnot covered by other systems. Therefore,
at present the student and the student’s family are partly responsible for
financing studies. The state only providesfinancial support on the basi s of
means testing and as the guarantor for study loans. The responsibility for
therest of the students’ livelihood falls on the students themselves, and in
some cases their families in the form of study loans, wages or support
from parents. Theparents responsibility isespecialy emphasi sed in respect
of young students, students studying at institutions other than universities,
and students living at home. The present system is result-oriented, as
studentscan only receivefinancial aid if they show progressintheir studies.
If they do not, the state can stop paying aid to the student. Thiswould lead
to asituation in which students would have support themselves by other
means.

The system is not only based on the public economy, but it is also
intended to emphasi se theresponsibility of theindividual and thefamily for
the costs of education (cost-awareness). This can be justified by the fact
that studying usually benefits the student when she or he entersthe labour
market and means a better income than for those without qualifications.
From the point of view of society, itiscertainly justified to pay thiskind of
aid, as awell-educated workforce usually means better productivity and



international competitiveness.

Asthe present study grant isnot enough to secure astudent’slivelihood,
study loans are a vital part of it. Due to the way in which the system is
organised, students whose courses last along time need to take out more
loans than those who have chosen shorter courses. This also means that
those lacking an opportunity for other kinds of income end up morein debt
than others. Very large loans can naturally have a negative impact on the
willingnessfor further studies.

An adequate grant-based system isthe most efficient way to promote
equal opportunities in education. From the point of view of the public
economy, raising the level of the study grant would at the present number
of recipientsmean asignificantincreasein costs. If therole of the of study
grant was significantly increased, it would be likely that the monitoring of
how thisaid isused would become more efficient from the point of view of
cost-efficiency.

Consideringthelow level of the student financial aid paid by the state,
thelowering of it would have anegativeimpact onindividuals’ willingness
to study. Even at present, theaid system is considered as hardly conducive
to study, asfinancial aid legs behind with other forms of social support.

8. EXAMPLESOF GOOD PRACTICE

8.1. The polytechnic reform as an example of a reform whose
objectiveisto increase the efficiency of education financing

In Finland, polytechnics form a non-university sector which operates
alongside the university sector. The principles underlying polytechnic
education derive from the need for a highly-trained expert workforce in
the labour market. This is why the polytechnics are more professionally
and practically oriented than the academic universities.

The polytechnics have been developed from former vocational
institutions which provided the highest level of vocational education. The
educational provision to be incorporated into the polytechnics has been
developed and detached from these institutions and incorporated into the
higher education system.



Experimentswith theammattikorkeakoulu system beganin 1991, when
the government granted permission to set up 22 experimental institutions
(AMK institutions or polytechnics). The purpose of the experiment is to
raisethe standard of higher vocational studiesand to rationalisethe structure
of the education system. The three and a half- or four-year AMK degree
programmes have been developed from post-secondary and higher
vocational programmes.

In autumn 1997, there were sixteen permanent AMK institutions and
fourteen experimental institutions. TheAMK systemisexpected to finally
consist of some 25-27 ingtitutions, comprising over 150 vocational colleges.
Most of these institutions will be multisector establishments. The whole
network of AMK institutions will be ready by the end of this decade.

In the late 1980s, the points of departure and objective-setting in the
polytechnic reform were largely based on national considerations. The
reason for both the polytechnic reform and the secondary education and
training reform was to correct certain problems in the education system
and student flows.

During the 1990s, the aims of the reform have been further devel oped
and polished.

The central aims of the polytechnic reform are:

1) To raisethe standard and improve the quality of vocational
and professional education

- A professionally and practically oriented higher education
degree.

2) To improve the international comparability of Finnish
education and promote international co-operation
- A non-university sector of higher education.

3) To respond to young people’'s demand and need for higher-
level education

- Catering for young people’s needs and preferences and
their future.

4) To increase the attractiveness of vocational and profes-
sional education
- An alternative to the universities in higher education.



5) To respond to changes in the workplace
- A multi-field (multidisciplinary) approach.
- A higher standard of know-how for the labour force.

6) To strengthen regional development
- Development of regional infrastructure.

7) To promote conditions for the development of small and
medium sized industry
- Focus on the private sector.

8) To simplify and clarify the structure of vocational
education
- More flexible educational paths.

9) To rationalise the network of educational institutions
- Bigger and stronger units.

10) To enlarge the competence and authority of educational
institutions

- Decentralised of administration.

- Less regulation by the central authorities.

Thereformisto beimplemented using the resources of the previous
higher vocational education. The implementation of the reform is to be
supported by a separate support programme.

Achieving the objectives set for the polytechnic reform entail simproving
the conditions in which the polytechnics work. In this, the essential
components are the level of teachers' education, library and information
services, measures geared to support thetransition to theinformation society,
and closer international co-operation. These aspirations are supported by
the Ministry of Education by means of separate funding.

In teacher’s continuing education the aim isto raise the education of
onethird of theteachersto the next level. Thegoal set for 1998 isfor some
2,000 teachers to study for a master’s, licentiate’'s or doctor’s degree.

As regards library and information services, the aim is for the
polytechnicsto allocate somefive per cent of their operational expenditure
to these servicesin the long run; the goal for 1998 is 3.5 per cent.

Ininternational co-operationtheaimisto increase student and teacher
exchanges. The longer-term goal in student exchanges is to offer



opportunitiesfor one in three students to go abroad to study or train for at
|east three months before graduation. The 1998 goal for student exchanges
is for 4,000 Finns to go abroad and 2,500 foreign students to come to
Finland to study or train. With regard to teachers, the goal is reciprocal
exchanges of 600 teachers.

8.2. The competence-based vocational qualifications system as
an example of areform whose objective is to reduce the costs
of education and to find new sources of finance for education

Thedegrees and qualificationsin the Finnish educational system can, with
some simplifications, be divided into three categories according to their
nature, content and manner of completion: diplomas and certificates
completed in general or vocational education, or competence-based
gualifications which emphasise working life and are based on the
demonstration of skills. The competence-based qualifications havein turn
been divided into three sub-categories: vocational qualificationsattesting
tothebasic skillsinthefield, further vocational qualificationsattesting
to the skills of a skilled worker in the field, and specialist vocational
qualifications attesting to the most demanding skillsin thefield.

The competence-based vocational qualifications system, which has
been devel oped especially for the adult population and with the needs of
businessesand other working communitiesinmind, isbased onthelegidation
on vocational qualifications which came into force in the spring of 1994.
An extensive experimental period preceded the passing of thelegislation,
during which the different parties to the labour market, teachers, and the
education administration worked towards developing the system in
exceptionally smooth co-operation. Theadditional political spur camefrom
the Council of State's Development Plan for Education for 1995—2000.
According to thisplan, vocational adult education outside higher education
wasto be arranged for the major part through education leading to initial,
further and specialist vocational qualifications. Further emphasesincluded
the co-ordination of the qualification system with the skills required by
actual working life and the closer integration of |abour market training into
the vocational education system.

A simple but important realisation was reached — actually through



the legidlative process—on how the qualifications system can promote the
principleof lifelong learning, and especialy itspractical applicationin co-
operation with the sphere of work. The perception of learning in different
surroundings—not just in schoolsand institutions—and the utilisation of the
subsequent vocational skills became central to the development work. A
key goal for the competence-based vocationa qualifications systemisto
devel op examination procedures|eading to qualifications regardless of the
form of acquisition of skills or study. This approach is aimed at lowering
the threshold for motivated adult learners to participate in education
preparing for skillstesting.

Itiscommonly acknowledged that practicaly al human action contains
an element of useful learning. However, the evaluation of learning that
takes place outside aformal educational context —or eveninside it — has
been regularly deemed problematic. Therefore, the discourse on lifelong
learning usually settles for discussing practices within the domain of
organised, structured and conscious learning processes. It followsthat, in
additiontothelearning processesthemselves, themethods of skillsevaluation
arebecoming morecrucial. Itisonly through them that the vocational skills
can be measured in a comparable way. In this respect, the skillstesting of
competence-based qualifications system opens up new scenarios.

Close contacts with the sphere of work are crucial to the promotion
of lifelong learning. Vocationa adult education, in particular, should bein as
closeasymbiosisas possiblewith working life. The success of thiseducation
relies heavily on good relations with the working community, just as the
success of the working community relies on the educational services and
their quality. Regulations and practices are therefore drafted and agreed
with the understanding that the consensus between the sphere of work and
educational fieldisparamount for thefunctioning of the qualificationssystem.
A tripartite procedureis always applied in every case when approving the
qualifications, drafting the qualification requirements, forming qualification
committees, and ensuring the quality of thetesting.

The competence-based vocational qualifications are based on three
cornerstones: the non-regulated manner of acquiring skills, the demonstration
and evaluation of skills, and the close co-operation between thework sphere
and the educational sphere. However, the teaching activities and the
certification of the qualifications based on the needs of working lifewill till



be closely linked to the question of organised adult education leading to
gualifications. It islikely that the completion of qualifications on the sole
basis of work experience and learning at work will not become a popular
option. Education and study will retain their position asthe main source of
learning for adult learners, athough the competence-based system will
significantly alter the steering system of adult education.

Thevocational qualifications, defined in the qualification requirements
based on the needs of working life, and their evaluation principles have
become crucia guidelinesfor the providers of adult education. Their task
is now to approach the planning of teaching and skills testing, as well as
the provision of moretailored teaching, according to the study programmes
of theindividual learners. What is required is an efficient and constantly
active adult education system, where both the education leading to
gualificationsand thetesting of the quaificationsthemsdvesisto beflexible
and tailored around the different situations in adult learners' lives. This
perspectiveis supported by the alternative which allowsfor qualifications
to be completed in smaller sections arranged in a modular structure
corresponding to the tasks and structure of activitiesin working life. The
plan is not, therefore, to make the skills test a comprehensive fina test
covering the whole qualification, rather the idea is that the skills
demonstrations can be given after each completed module throughout the
course of the education. These module-based skillstests can also be attended
by candidatesfrom outside organi sed education. In order to ensure aflexible
system, the organised education should be articulated according to the
module structure of the qualifications. Should thispolicy not befollowed, it
would beimpossibletolink, especialy, labour market training more closely
with qualifications.

9. CONCLUSIONS

The realisation of the objectives concerning educational development as
presented in the political policy documents would cause the government
additional expenditure of approximately FIM 1 billion marks on ayearly
basis. The largest items of expenditure would be the lengthening of all
vocational training at secondary level tolast three yearsand the arrangement



of free pre-school education for 6-year-olds.

The redlisation of the objectives as stated in the proposals of the
Committeefor Lifelong Learning would cause the government additional
expenditure of approximately FIM 3 billion on ayearly basis. The largest
items of expenditurewould befor raising thelevel of skillsand knowledge
of adultswith alow level of education, and starting the pre-school education
before the age of six.

At the same time, it seems that in order to prevent the incurring of
any additional debts central government expenditurewill need to bereduced
in the next few years, and it will probably not be possible to increase the
burden onthemunicipalities. If the quality level of the comprehensive school
and secondary education isto be maintai ned, the polytechnic system properly
established, and theinnovative quality of the universities maintained, there
seems to be little room for any school reforms which increase public
expenditure, without reall ocating the state subsidy towards education.

It is difficult to estimate the cost-effectiveness of the current
educational financing arrangementssincethereisvery little statistical data
available. Nevertheless, itisclear that the cost-effectiveness of thefinancial
arrangementsis even now so good asto preclude any significant increase.
Thusthereisvery little latitude for new items of expenditure.

The cost of the basic education system for young people to the state
canin principle be considered to be decreased by minimising the overlaps
inthesystem. Factorspotentially in need of clarificationincludethe question
of whether there are any obstaclesrelated to secondary level education or
studiesat AMK ingtitutions or universitieswhich would |ead to the students
applying for separate studies at other institutions.

Asfor the adult population, unemployment will probably remain the
key social problem in the next few years. There thus seemslittle scopefor
any great compromises over the opportunities of unemployed people to
improvetheir position through training. Nevertheless, the principleof lifelong
learning requires that not only unemployed adults but also other groups
must be provided with awide range of opportunitiesto improvetheir skills.

Thefinancing of the extension of study opportunitiesmust increasingly
be found from sources other than tax revenue. Would it be possible to
determine new forms to increase the financing provided by employers?
Would it be feasible to require trainees themselves to increase their



contribution? Could the parties mentioned above be encouraged by tax
relievesto increase their own contribution?

The location and integration of new sources of finance aso requires
close co-operation within public administration and with thelabour market
organisations. I n public administration the partnersinclude the Ministry of
Education, the Ministry of Tradeand Industry, the Ministry of Social Affairs
and Health, the Ministry of Labour, and the Ministry of Finance.

The new Government which will be elected in the spring of 1999 will
finditsaf inadifficult position asregardsthe promotion of lifelong learning.
If reforms which have significant effects on public expenditure are to be
included in the government programme, there are in principle only two
options available for the Government. The proportion of education and
learning opportunities in the state budget must be increased, or the
arrangementsfor education and other learning opportunities must undergo
structural changes, in which case thefinancing of certain current activities
must unavoidably be reduced.

In 1999 the government will also have to decide on the new
development plan for education and university research for 1999 - 2004.
Problems relating to the drafting of the government plan also affect this
decision.



