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This annex presents the approaches of individual OECD review countries for funding early childhood 

and school education. Country profiles describe national frameworks for the distribution of funding 

for current and capital expenditure. They illustrate the financial flows across levels of administration 

and the allocation mechanisms used to determine and distribute funding to school providers and to 

individual schools. This does not include information on funding targeted at individual students. 

Country profiles present information for 2016 and draw primarily on the data countries provided for 

the review’s qualitative survey of school funding frameworks as well as country background reports 

of participating countries and country review reports conducted by the School Resources Review.  
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The central government is responsible for the overall framework and objectives of day care, primary 

and lower secondary education, and upper secondary education. The Ministry for Children and Social 

Affairs is responsible for the overall national framework for day care. The Ministry of Education is 

responsible for setting the legal and financial governance framework for primary and lower secondary and 

upper secondary education. Within these general national frameworks and national legislation, the 

financial and organisational operation of day care (ISCED level 0) and public primary and lower secondary 

education, the Folkeskole, (ISCED levels 1-2) is the full responsibility of the local authorities 

(municipalities). Municipalities have full financial and organisational responsibility for the Folkeskole. 

Schools are responsible for providing education in line with the national aims for the Folkeskole and the 

requirements of their municipality, and for planning and organising their education programme. School 

leaders develop proposals for the activities in their school and for the budget within the financial 

framework laid down by the municipality. Upper secondary schools (ISCED 3) have the status of 

self-governing institutions with different histories and academic profiles. Schools finance the 

implementation of one or more of the upper secondary education programmes by means of grants from the 

Ministry of Education provided mainly on the basis of the number of students (taximeter system). The 

school leader answers to a board, the composition of which reflects the school’s specific profile. 

For in-depth information on school funding in Denmark, see the OECD country review report 

(http://dx.doi.org/10.1787/9789264262430-en) and the country background report 

(www.oecd.org/education/schoolresourcesreview.htm). 

  

http://dx.doi.org/10.1787/9789264262430-en
http://www.oecd.org/education/schoolresourcesreview.htm
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Current expenditure 

Co-financing through local grants provided by the local authority and parental payments for early 

childhood education and care (ISCED 0) 

Education level Allocation 
mechanisms 

Purpose of grant Basis to determine the level of the grant 

ISCED 0 Lump sum from 

the central authority 
to local authorities 

For any type of 
expenditure, 
including sectors 
other than 
education 

Negotiated process, Funding formula 

● Demographic characteristics (municipality’s 
population size, age composition) 

● Economic characteristics (index of the 
socio-economic structure of the 
municipality) 

ISCED 0 Discretionary 
funding from local 

authorities to public 
day care centres 

For current 
expenditure 

Varies. Basis is decided by each 
municipality 

Lump sum from the central to local authorities and various mechanisms for transfers to public schools 

(ISCED 1-2) 

Education level Allocation 
mechanisms 

Purpose of grant Basis to determine the level of the grant 

ISCED 1-2 Lump sum from the 

central authority to 
local authorities 

For any type of 
expenditure, 
including sectors 
other than 
education 

Negotiated process, Funding formula 

● Demographic characteristics 
(municipality’s population size, age 
composition) 

● Economic characteristics (index of the 
socio-economic structure of the 
municipality) 

ISCED 1-2 Earmarked grants 

from the central 
authority to local 
authorities 

To promote policy 
priorities 

Differs across grants 

ISCED 1-2 Discretionary 
funding from local 

authorities to schools 

For current 
expenditure 

Varies. Basis is decided by each 
municipality

 
 

ISCED 1-2 Block grant from the 

central authority to 
private schools 

For current 
expenditure in 
private schools 

Funding formula 

● Demographic characteristics (number of 
students) 

● Characteristics of the school network 
(Education level offered, fields of 
education offered, type of programme 
offered, year levels offered) 
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Funding by a block grant based mostly on an activity-based taximeter system for upper secondary 

education (ISCED 3) 

Education level Allocation 
mechanisms 

Purpose of grant Basis to determine the level of the grant 

ISCED 3 Block grant from 

the central authority 
to schools as 
self-governing 
institutions 

For current 
expenditure 

Funding formula 

● Demographic characteristics (number of 
students) 

● Characteristics of the school network 
(Education level offered, fields of education 
offered, type of programme offered, year 
levels offered) 

ISCED 3 Earmarked grants 

from the central 
authority to schools 
as self-governing 
schools 

To promote policy 
priorities 

Differs across grants 

ISCED 3 Block grant from 

the central authority 
to private schools

 

For current 
expenditure in 
private schools 

Funding formula 

● Demographic characteristics (number of 
students) 

● Characteristics of the school network 
(Education level offered, fields of education 
offered, type of programme offered, year 
levels offered) 

Capital expenditure: Discretionary funding from local authorities for public schools (ISCED 0-2) and 

annual grants from the central authority for self-governing institutions (ISCED 3) 

Education level Allocation 
mechanisms 

Purpose of funds Basis to determine the level of the grant 

ISCED 0-2 Discretionary 
funding from 

municipalities to 
schools  

For infrastructure 
construction, 
renovation and 
maintenance 

Administrative discretion 

ISCED 3 Annual grant and 
Negotiated 
process from 

central authority to 
self-governing 
institutions 

For capital costs Not specified 
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Notes 

Current expenditure for early childhood education and care (ISCED 0): Early childhood education 

and care is partially financed by municipal grants and partially by parental payment. Municipalities can use 

funds transferred from the central government in the form of a lump sum for the general funding of public 

services also to finance early childhood education and care. Parental payments must not exceed 25% of the 

gross operating cost for the individual day care facility or of the average gross operating costs for operating 

similar day care facilities in the municipality. 

Lump sum from the central authority to local authorities for any type of expenditure (ISCED 0, 

ISCED 1-2): Based on the definitions for the qualitative survey on school funding, the allocation 

mechanism has been classified as a lump sum. In Denmark, general grants from the central government to 

municipalities to finance public services are typically referred to as “block grants”.  

The overall framework for local government service expenditure is determined in the annual 

negotiations of the municipalities’ economy between the central government and Local Government 

Denmark (LGDK). Within this framework, it is possible to prioritise expenditure partly internally between 

the municipalities and partly across the sectors in each municipality. The economic agreement between the 

central government and LGDK is an agreement of the tax and expenditure level for the municipalities 

collectively. No frames are set for the individual municipality, and the agreement is not binding for the 

individual municipality. However, in order to keep the collective budgets of the municipalities within the 

agreed level, LGDK co-ordinates the budget processes of the individual municipalities.  

The general grants from the central government are mainly allocated to the individual municipalities 

according to an equalisation scheme aimed at evening out the differences in the economic situation in the 

municipalities due to differences in tax base, composition of age groups and social structure. The aim is not 

to equalise the service levels, as that is a local policy priority, but to give the municipalities approximately 

the same financial basis on which to solve their tasks. 

Current expenditure for the public Folkeskole (ISCED 1-2): In financing the Folkeskole, the 

municipalities are not allowed to finance schools by user fees, but are to finance school expenditures by 

revenues from local taxes and general grants from the central government. These two sources of revenue 

account for 71% and 26% of the total municipal revenue respectively in the municipal budgets for 2014. 

No central funding is directly allocated to the Folkeskole and there are no central reimbursements of school 

expenditures. However, the central level may fund particular programmes additionally through earmarked 

grants. For instance, DKK 1 billion has been earmarked by the central level for competency development 

of teachers and school leaders in relation to the 2014 Folkeskole reform.  

Earmarked grants from the central authority to local authorities to promote policy priorities 

(ISCED 1-2): The allocation of earmarked grants only happens occasionally, typically in the context of 

new legislation and always within a limited timeframe. The basis of allocation differs from one grant to 

another. For example, an earmarked grant for teacher development was negotiated as part of the 

parliament’s agreement on a reform of the Folkeskole in 2014. After the reform had passed in parliament, a 

council was established at a national level to distribute the funds and to monitor and evaluate the use of 

these funds. 

Discretionary funding from local authorities to schools for current expenditure (ISCED 1-2): 

Funding models for the allocation of current expenditure to schools vary across municipalities. Some 

municipalities allocate a given amount per student, while most take account of the students’ or area’s 

socio-economic characteristics (although with different measures and weightings). School size is typically 

accounted for. Some municipalities use the number of students, others the required number of classes. 
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Typically, school principals have a high degree of autonomy to use school funding, in consultation with the 

school board, within the central regulatory framework. Although typically funds for special educational 

needs are not earmarked, municipalities can apply for additional funding targeted for special needs 

education. 

Block grant from the central authority to private schools for current expenditure (ISCED 1-3): 

Private basic schools (ISCED 1-2) and continuation schools (private boarding schools that typically offer 

teaching from Year 8 to Year 10 at ISCED 2) are alternatives to the public Folkeskole. Both types are 

self-governing institutions financed by central subsidies and student contributions. The municipalities are 

obliged to fund private primary and lower secondary schools. The municipal grant per student in private 

schools is fixed across municipalities and set each year in the Finance Act of the central government and 

calculated as a percentage of the average municipal expenditures per student in the Folkeskole. The 

contribution of the municipalities is paid to the central government. The private schools receive their 

funding from the central government based on the taximeter system. Private upper secondary schools 

(ISCED 3) have the same public grant system as the private basic schools. 

Current expenditure for upper secondary education (ISCED 3): Upper secondary schools are 

self-governing educational institutions with two sources of revenue for financing their educational 

programmes: central grants and their own income from income-generating activities. Central grants 

amount to approximately 80% of the total funding and are thus the primary source of revenue for upper 

secondary schools. A taximeter system determines the largest share of central grants (92%) according to 

political priorities. The taximeter system makes funding dependent on the activity level and direct results 

of the school, measured in terms of the annual number of full-time students or full-time student 

equivalents. The funds distributed according to the taximeter are not subject to negotiations or 

administrative redistribution.  

These funds are complemented with activity-independent funds. Activity-independent funds include 

basic grants designed to finance the basic expenditures of the educational institutions, which take into 

account the distribution of educational opportunities and compensates small schools. Other 

activity-independent funding includes earmarked grants to supplement the taximeter system and to 

promote political priorities.  

The school-based part of vocational education and training programmes is financed by the central 

authorities on the basis of the taximeter system. Students receive wages from the company for their work 

during their internship. The Employers’ Reimbursement Fund reimburses the company for the trainees’ 

wages when the student is attending school. All companies, both public and private, contribute with a fixed 

amount to this fund for each of their employees. 

Capital expenditure for early childhood education and care (ISCED 0) and public primary and 

lower secondary education (ISCED 1-2): The allocation of funding for capital expenditure for public 

institutions is at the administrative discretion of municipalities. Private schools at ISCED 1-3 receive an 

activity-based “building/capital” grant from the central authorities. 

Capital expenditure for upper secondary education (ISCED 3): Public schools receive an 

activity-based building/capital grant. The schools own their own buildings so that capital expenditures can 

be financed by the schools loaning money on the market. If the school board makes capital dispositions for 

more than DKK 60 million, it has to be approved by the Ministry of Education. 

 


