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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.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The country profile is drawn from: 

OECD (2017), "Country profiles", in The Funding of School Education: Connecting Resources and 

Learning, OECD Publishing, Paris, http://dx.doi.org/10.1787/9789264276147-10-en. 

 

Further information can be found on the project website: 

www.oecd.org/education/schoolresourcesreview.htm 
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The 74 local authorities (municipalities) are responsible for setting and governing pre-primary 

(ISCED 0) and compulsory schools (ISCED 1-2), including the provision of special education. 

Municipalities allocate funds to schools (ISCED 1-2). Funds are raised through public taxation at the 

central level and transferred directly to the municipalities. Private schools are funded by the municipalities 

according to a funding formula defined in the Compulsory School Act. The central authority is responsible 

for the operation and funding of upper secondary schools (ISCED 3) and textbooks. Publicly accredited 

private schools at upper secondary level (ISCED 3) receive funds from the central government comparable 

to public schools. Private schools can also charge school fees to a limited extent at all levels of schooling. 

For in-depth information on school funding in Iceland, see the country background report 

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

  

http://www.oecd.org/education/schoolresourcesreview.htm
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Current expenditure 

Block grants combined with earmarked grants from the central level to local authorities which distribute 

block grants and earmarked grants to pre-primary and compulsory schools (ISCED 0-2) 

Education level Allocation mechanism Purpose of grant Basis to determine the level of the grant 

ISCED 0 Block grant from local 

authorities to schools 
For any type of 
expenditure 

Administrative discretion, but based on 

criteria such as 

● Number of students  

● School size 

● School location 

● Students with special educational 
needs 

ISCED 1-2 Block grant from 

central authorities to 
local authorities 

For any type of 
expenditure in 
compulsory education 

Administrative discretion 

ISCED 1-2 Block grant/ 

Earmarked grant from 

central authorities to 
local authorities 

To even out the 
differences in 
expenditure and 
income of local 
governments with 
greater needs 

Funding formula 

● Students with special educational 
needs 

● Educational support to new arrivals in 
the country 

● Student transportation costs 

ISCED 1-2 Block grant/ 
Earmarked grant from 

local authorities to 
schools 

For salaries and 
operational costs, extra 
support for specific 
student groups 

 

Some local authorities 
allocate a block grant; 
others earmark part of 
the funding for specific 
purposes 

Varies. The basis is decided by local 
authorities. Either a specific funding 
formula developed by the local authority 
or at the local authority’s discretion, 

according to its general budget 
framework.  

 

Criteria primarily include: 

● Number of students 

● School size 

● School location 

● Fields of education offered 

● Proportion of low achievers 

School-specific block grant from central authority to upper secondary schools (ISCED 3) 

Education level Allocation mechanism Purpose of grant Basis to determine the level of the grant 

ISCED 3 Block grant (specific to 

each school) from the 
central level to schools 

For any type of 
expenditures 

Funding formula, including the following 
criteria 

● Number of students 

● School size 

● School location 

● Fields of education offered 

● Type of education offered 

● Characteristics of teachers 

● Students with special educational 
needs 
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Capital expenditure: discretionary funding and negotiated process between central, local authorities and 

schools 

Education level Allocation mechanism Purpose of funds Basis to determine the level of the funds 

ISCED 0 Discretionary funding 

from local authorities to 
pre-schools 

Infrastructure 
construction, 
maintenance and 
renovation  

Assessment of needs 

 

ISCED 1-2 Negotiated process 

between local 
authorities and schools 

Infrastructure 
construction, 
maintenance and 
renovation 

Assessment of needs 

 

ISCED 3 Discretionary funding 

from central and local 
authorities to schools 

Infrastructure 
construction, 
maintenance and 
renovation 

Administrative discretion 
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Notes 

Block grant from central authorities to local authorities for any type of expenditure in compulsory 

education (ISCED 1-2): A proportion of total income taxation is allocated to education at the local level 

(2.07%). 

Block grant/earmarked grant from central authorities to local authorities to even out the 

differences in expenditure and income of local governments with greater needs (ISCED 1-2): 71% of the 

grant are for any type of expenditure, the remaining 29% are for earmarked support. Allocation criteria 

were under review in 2015 with the intention to make them more general. 

Block grant/earmarked grant from local authorities to compulsory schools for salaries and 

operational costs and extra support for specific student groups (ISCED 1-2): As each local community is 

an independent financial authority, it determines also the discretion of the individual school leader in 

deciding the use of the funding received, within the requirements of laws and regulation. Some 

municipalities allocate a block grant; others earmark part of the funding for specific purposes. Thus some 

school leaders can use the funding as they see fit as long as they remain within the total budget provided, 

while others cannot transfer funding between different cost areas without approval from the local 

community. 

School-specific block grant from the central level to upper secondary schools for any type of 

expenditure (ISCED 3): According to the law, the central education authority funds each school offering 

upper secondary education individually for teaching and other costs as required, i.e. through a 

school-specific grant. The proposed funding is based on a comprehensive funding model taking into 

account general criteria that apply to all schools, as well as specific criteria taking into account the specific 

circumstances of each school. 

Capital expenditure (ISCED 0-3): A portion of block grants for any type of expenditures can be used 

to cover capital expenditures. In pre-primary and compulsory education (ISCED 0-2), the local authorities 

are entirely responsible for capital expenditures. For upper secondary schools (ISCED 3), construction 

costs and initial capital investment for equipment are generally divided between the central government 

and the relevant municipalities based on a negotiated settlement between central and local authorities. The 

central government and the relevant municipalities pay 60% and 40% respectively. There are no formal 

provisions for funding capital expenditure of private schools at any school level. 

 


