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Introduction

The UK have made it a matter of priority for their presidency to rethink the cost sharing mechanism and, more comprehensively, the funding mechanism of the European Schools for a new and fairer approach to the funding of European Schools [2011-07-D-8]. The system had reached its limits and a substantive debate on the system’s future was required. Different possibilities were mooted at the December 2011 Board of Governors, which approved the setting up of a working group to examine in detail the different scenarios contained in the document in the broadest sense possible using Article 25 of the Convention
 in the most creative way possible. There was no point in discussing again what had already been discussed more than four years ago in the earlier working group.

The most immediate aim is to find a solution for the cost sharing mechanism, i.e. the current funding method of seconded teachers, as it places a disproportionate burden on a few member states because of:

· High level demand for the Section languages (EN + FR + DE);
· Very high level of demand for English as L1, L2 and L3 (including subjects taught in English as L2);
· The so-called ‘structural’ approach has not been very successful.

Following discussions at the first cost sharing working group meeting, 6 February 2012, it was decided to look further into three options: the Central Appointments Board (CAB), the “Modified Munich” financing model, and a possible modification of the Convention.
This paper aims to look further into how the Munich school is financed differently from the other Schools, particularly with regard to seconded teachers, and whether this could act as a model for the rest of the system. 

As with the CAB proposal, a “Modified Munich” model would need to be based on the principles of cost sharing, proportionality, fairness, quality teachers, quality teaching and continuity of supply of quality teaching staff.

The main advantage of the “Modified Munich” model compared with the CAB model is that it would allow the retention of the present system of seconding staff.  On the other hand, seconded staff would probably be more expensive than the use of locally employed staff recruited through the CAB (depending on the conditions of service for CAB recruits).  The two systems are not necessarily mutually exclusive.
Differences between Munich and the other European Schools
The Munich school is financed differently from the other European Schools in that:

(i) the school reimburses to the Member States the gross salaries that they have paid to their seconded teachers;

(ii) the “balancing” budget contribution (i.e. the amount required to finance the school after other income is taken into account) is provided by the European Patent Office, not by the Commission. 

In the other schools, the total European salary is booked as expenditure on the budget.  The national salary is booked as a receipt to the budget.  These receipts are the contributions from the Member States foreseen in article 25.1 of the Convention.  Across the system as a whole, these receipts amount to approximately € 55 million; 21% of the budget.
The schools pay to the teacher the “European supplement”, i.e. the difference between the total European salary and the national salary.  This difference (i.e. the European supplement) is thus the amount that is financed by the EU through the Commission (and by the other receipts).  The total Commission contribution to the European Schools budget is approximately 58% of all budget receipts.
At Munich, the total European salary is similarly booked as expenditure on the budget.  However, the national salary is not booked as a receipt to the budget.  Like the other schools, Munich pays to the teacher the difference between the European salary and the national salary (the European supplement).  In addition, the school reimburses the national salary direct to the Member State.  Thus, through its contribution to the school, the EPO finances both the European supplement paid by the school to the teacher and the national salary reimbursed by the school to the Member State.

Since the operations on the expenditure side of the budget are the same in both cases, the budgetary cost per pupil at Munich is not increased by the reimbursement of national salaries. (The financial process is illustrated at Table A.)

This arrangement does not change in any way the situation of the seconded teachers.  At Munich, as in the other schools, they receive their national salary from their Member State and their “European supplement” from the school.

 The reimbursement of national salaries (point (i) above) is the element which is most relevant to the discussion on cost sharing, in that it could provide a precedent for a compensation mechanism.
This could be the basis for either (i) a radical change to the funding arrangements or (ii) a more pragmatic approach with a limited scope aimed at gradual resolution of the present difficulties.

A radical change

As mentioned in the UK discussion paper of August 2011 (paragraph 14, Annex I of 2011-07-D-8-en-3 discussed by the Board of Governors in December 2011), a radical approach based on the “Munich” financing model would be to apply the principle of the reimbursement of national salaries for the seconded staff at all schools.

As noted above, the total amount of national salaries paid by the Member States and booked as receipts to the budgets of the Schools is around € 55 million.  If that amount were to be reimbursed by the Schools to the Member States in the same way as at Munich, the budget receipts would be reduced by € 55 million.  How would that amount be financed?

The UK paper suggested that this cost would be met by the European institution(s) benefiting from the presence of a European School.  For most schools, serving a variety of institutions, the cost would presumably fall to the Commission; i.e. this option would potentially require an increase in the Commission’s budget contribution of €55 million.  There are some schools where the option could be explored of seeking funding from the specific institutions which the school serves, for example the Office for Harmonization in the Internal Market (OHIM) at Alicante and the European Central Bank (ECB) at Frankfurt.
Even if such an approach could be agreed, it would require, as recognised in the UK discussion paper, a change to the Convention since it would not be in line with the requirements of article 25(1), “The budget of the Schools shall be financed by … contributions from the Member States through the continuing payment of remuneration for seconded or assigned teaching staff …”

Another possibility might be that, rather than being financed by the Commission, the cost would be met by the Member States.  The most obvious basis for deciding how much each Member State should pay towards this cost would be a pro rata calculation based on the number of pupils in the European schools from each Member State.  That approach would follow the same criteria as for the ‘indicative reference’ established by the Board of Governors for the number of seconded teachers from each Member State.
Thus, on the one hand, Member States would receive the reimbursement of the national salaries that they paid to their own seconded staff; on the other hand, they would pay a proportion of the total cost of the national salaries of the seconded staff of all the Member States.  This is illustrated in Table B.

A variation on this approach would be to take into account the number of SWALS pupils so that the level of contribution of the individual Member State would correspond more closely to the level of services received.
An alternative approach would be to base the calculation on the proportion of Member States’ contributions to the EU budget, since the definition of pupils by nationality may be open to question (many mixed nationality families) and since all Member States are responsible for the education of children, regardless of which Member State they are living in or where they are from.  The national salaries to be reimbursed could be based on data published by Eurydice.  This approach is illustrated in Table C.

The various criteria could of course be combined.
The difficulty inherent in any such approach is that it would lead to a major and global redistribution of funding, with substantial “refunds” to some Member States who have not expressed any concerns about the current system and substantial extra cost to other Member States who have traditionally expressed opposition to the principle of direct financial contributions.

However, even if such an approach could be agreed, it seems unlikely that new arrangements on this basis could be introduced quickly.
A pragmatic approach
A pragmatic approach could be based on the considerations set out in Option 2 of the UK discussion paper; namely the objective of progressively bringing Member States contributions into closer balance with pupil numbers, by concentrating on the number of posts to be filled each year because of retirement, resignations and nine-year rule.  It would also draw on one of the issues raised by other Member States in the discussions at the Board of Governors; namely that some countries that are below the ‘indicative reference’ would like to contribute financially.
- A Member State which seconds significantly more teachers than the ‘indicative reference’ established by the Stockholm decision would be free not to fill some or all seconded posts when they become vacant through staff turnover.  (Member States would of course be free to continue to exceed the ‘indicative reference’ if they wished.)
- For these vacant posts, the individual Schools would be able to offer to reimburse to the Member State the cost of the gross national salary, following the Munich model, if the Member State would agree to second a teacher.

- The extra cost falling to the budget of the school (or more accurately the reduction in receipts) would be met by contributions that could be made by other Member States if they were below the ‘indicative reference’.
- Contributions from those Member States would be based in principle on the number of seconded staff required in relation to the ‘indicative reference’ and the average national salaries of staff in that Member State. The cost to the Member State would thus be the same as the cost that it would incur if it increased the number of its own seconded teachers up to the ‘indicative reference’.
  
- Where Member States which are below the indicative reference have difficulty with the principle of a direct financial contribution, the Bureau would have the responsibility of identifying all possible posts where those Member States could second staff as non-native speakers.  If such Member States are willing to second additional staff but suitable posts cannot be identified, they would not be required to make direct financial contributions.

- The number of posts that could be filled by way of reimbursement of national salaries would be limited to the amount available from the direct financial contributions referred to above.

- Alternatively, if such a limit were not applied, any shortfall between the amount available from contributions and the amounts required by the schools would be met by the Commission, through its balancing contribution.
  For some schools, additional funding could also be sought from other institutions, such as the OHIM and the ECB.
-  The arrangements would be co-ordinated by the central Bureau.

- An approach on this basis could be regarded as a transitional measure, leading towards the more radical changes outlined in the previous section, or indeed towards other solutions.

A financial illustration is attached at Table D.  This shows that in Year 1, the potential contributions (€ 5.6 million) would be around five times the amount required (€1.1 million).  Even if some Member States would not be willing to make a financial contribution, this should be a sufficient basis to start the project. 

The maximum theoretical cost, taking account of Member States currently with difficulties through being above the 'indicative reference', would be reached by Year 5.  At that time, the total potential contributions would be around €400k less than the cost. The shortfall would be much greater than that if some Member States were not willing to contribute financially.  However, by that time, it would perhaps be possible for other measures to be put in place.
Questions for consideration

If the modified ‘Munich’ model is to serve as the basis for a new system of cost sharing, the following questions arise:

Would reimbursement of national salaries resolve the present difficulties of some Member States in providing seconded staff?

If so, in order to meet the cost:
Would an increase in the EU budget contribution be possible?
Could additional contributions be sought from institutions such as the OHIM and ECB?

Would all Member States agree to make a direct financial contribution, in lieu of the secondment of staff, if they were below the ‘indicative reference’ for the required number of seconded staff ?
If so, how should that financial contribution be calculated – by reference to the number of pupils from each Member State (as in Table B) or by some other formula?
If some other formula is desirable, what criteria should be taken into account (percentage contribution to the EU budget, as in Table C, other direct contributions already made, e.g. provision of school buildings …) ?
If some but not all Member States would agree to make a direct financial contribution, which ones would agree?  
In that case, would it be feasible to take advantage of the potential contributions of those Member States as the basis for the ‘pragmatic’ approach illustrated in Table D?
Table A
The present budgetary procedure for national salaries
For example : a seconded teacher with a total European remuneration of €10.000, a national salary of €4.000 and therefore a ‘European supplement’ paid by the school of €6000.
	
	Other Schools
	Munich

	
	
	

	Expenditure booked to budget
	
	

	Statutory European salary
	10.000
	10.000

	
	
	

	Receipts booked to budget
	
	

	From Member State
	4.000
	

	From Commission
	6.000
	

	From EPO
	
	10.000

	Total
	10.000
	10.000

	
	
	

	Payments from bank
	
	

	School pays to teacher
	6.000
	6.000

	School pays to Member State
	
	4.000

	Total
	6.000
	10.000

	
	
	

	Receipts to bank
	
	

	From Commision
	6.000
	

	From EPO
	
	10.000

	Total
	6.000
	10.000

	
	
	

	Salary received by teacher
	
	

	From Member State
	4.000
	4.000

	From School
	6.000
	6.000

	Total
	10.000
	10.000


	Table B: Required contributions to cover the cost of reimbursing all national salaries based on the number of pupils

	A
	B
	C
	D
	E
	F
	G
	H

	Member State
	National salaries paid by Member State and reimbursed by schools
	In %
	N° of pupils
	In %
	Required contribution from Member States based on % of pupils
	Difference compared with current system (€) 

	
	
	
	
	
	Col. E x Total of Col. B (54.967.799)
	Additional cost F - B
	Reduction in cost B- F

	Belgium
	10.318.861
	18,77%
	2.213
	9,84%
	5.406.869
	
	4.911.992

	Bulgaria
	1.617
	0,00%
	291
	1,29%
	710.980
	709.363
	

	Czech Republic
	162.465
	0,30%
	229
	1,02%
	559.500
	397.035
	

	Denmark
	1.683.579
	3,06%
	678
	3,01%
	1.656.510
	
	27.069

	Germany
	10.866.937
	19,77%
	3.453
	15,35%
	8.436.475
	
	2.430.462

	Estonia
	26.586
	0,05%
	191
	0,85%
	466.657
	440.071
	

	Greece
	861.145
	1,57%
	785
	3,49%
	1.917.936
	1.056.791
	

	Spain
	2.697.461
	4,91%
	1.864
	8,29%
	4.554.182
	1.856.721
	

	France
	5.516.585
	10,04%
	2.901
	12,89%
	7.087.812
	1.571.227
	

	Ireland
	2.785.256
	5,07%
	482
	2,14%
	1.177.637
	
	1.607.619

	Italy
	2.538.770
	4,62%
	2.276
	10,12%
	5.560.793
	3.022.023
	

	Cyprus
	0
	0,00%
	38
	0,17%
	92.843
	92.843
	

	Latvia
	3.845
	0,01%
	165
	0,73%
	403.133
	399.288
	

	Lithuania
	51.414
	0,09%
	255
	1,13%
	623.024
	571.610
	

	Luxembourg
	1.559.793
	2,84%
	226
	1,00%
	552.170
	
	1.007.623

	Hungary
	107.821
	0,20%
	301
	1,34%
	735.412
	627.591
	

	Malta
	57.412
	0,10%
	76
	0,34%
	185.686
	128.274
	

	Netherlands
	3.501.684
	6,37%
	1.112
	4,94%
	2.716.872
	
	784.812

	Austria
	714.576
	1,30%
	329
	1,46%
	803.823
	89.247
	

	Poland
	197.798
	0,36%
	383
	1,70%
	935.757
	737.959
	

	Portugal
	832.461
	1,51%
	593
	2,64%
	1.448.836
	616.375
	

	Romania
	0
	0,00%
	252
	1,12%
	615.694
	615.694
	

	Slovenia
	45.547
	0,08%
	106
	0,47%
	258.982
	213.435
	

	Slovakia
	25.109
	0,05%
	176
	0,78%
	430.009
	404.900
	

	Finland
	1.089.609
	1,98%
	682
	3,03%
	1.666.283
	576.674
	

	Sweden
	1.577.521
	2,87%
	607
	2,70%
	1.483.041
	
	94.480

	United Kingdom
	7.743.947
	14,09%
	1.834
	8,15%
	4.480.885
	
	3.263.062

	Total
	54.967.799
	100,00%
	22.498
	100,00%
	54.967.799
	0


	Table C: Required Contributions to Cover the Cost of Reimbursing All National Salaries Based on Contributions to EU Budget

	A
	B
	C
	D
	E
	F
	G
	H
	I

	Member State
	% of EU budget based on GNP
	National salaries paid by Member State
	Required contribution from Member States based on % of EU budget
	National Salaries* €
	N° of staff required
	Maximum possible reimbursement
	Difference compared with current system

	
	
	
	Col. B x Total of Col. C (54.967.799)
	
	
	E x F
	Additional cost D – G
	Reduction in cost G – D

	Belgium
	2,938
	10.318.861
	1.614.954
	47.703
	229
	10.923.987
	
	9.309.033

	Bulgaria
	0,3
	1.617
	164.903
	4.271
	1
	4.271
	160.632
	

	Czech Republic
	1,151
	162.465
	632.679
	11.372
	15
	170.580
	462.099
	

	Denmark
	1,937
	1.683.579
	1.064.726
	61.804
	34
	2.101.336
	
	1.036.610

	Germany
	20,587
	10.866.937
	11.316.221
	57.882
	250
	14.470.500
	
	3.154.279

	Estonia
	0,118
	26.586
	64.862
	9.607
	4
	38.428
	26.434
	

	Greece
	1,68
	861.145
	923.459
	22.818
	46
	1.049.628
	
	126.169

	Spain
	8,269
	2.697.461
	4.545.287
	49.349
	90
	4.441.410
	103.877
	

	France
	16,107
	5.516.585
	8.853.663
	47.477
	196
	9.305.492
	
	451.829

	Ireland
	0,981
	2.785.256
	539.234
	59.359
	73
	4.333.207
	
	3.793.973

	Italy
	12,373
	2.538.770
	6.801.166
	30.966
	104
	3.220.464
	3.580.702
	

	Cyprus
	0,142
	0
	78.054
	51.772
	0
	0
	78.054
	

	Latvia
	0,149
	3.845
	81.902
	7.057
	1
	7.057
	74.845
	

	Lithuania
	0,238
	51.414
	130.823
	6.375
	8
	51.000
	79.823
	

	Luxembourg
	0,255
	1.559.793
	140.168
	101.471
	25
	2.536.775
	
	2.396.607

	Hungary
	0,835
	107.821
	458.981
	8.538
	15
	128.070
	330.911
	

	Malta
	0,048
	57.412
	26.385
	22.211
	3
	66.633
	
	40.248

	Netherlands
	4,848
	3.501.684
	2.664.839
	61.054
	81
	4.945.374
	
	2.280.535

	Austria
	2,317
	714.576
	1.273.604
	57.663
	23
	1.326.249
	
	52.645

	Poland
	3,037
	197.798
	1.669.372
	8.446
	24
	202.704
	1.466.668
	

	Portugal
	1,243
	832.461
	683.250
	31.527
	31
	977.337
	
	294.087

	Romania
	1,074
	0
	590.354
	5.508
	1
	5.508
	584.846
	

	Slovenia
	0,287
	45.547
	157.758
	28.710
	2
	57.420
	100.338
	

	Slovakia
	0,559
	25.109
	307.270
	9.363
	5
	46.815
	260.455
	

	Finland
	1,544
	1.089.609
	848.703
	44.775
	34
	1.522.350
	
	673.647

	Sweden
	3,135
	1.577.521
	1.723.240
	32.432
	39
	1.264.848
	458.392
	

	United Kingdom
	13,847
	7.743.947
	7.611.391
	38.499
	253
	9.740.247
	
	2.128.856

	Unattributed
	
	
	0
	
	23
	
	
	

	Total
	100
	54.967.799
	54.967.799
	
	1610
	72.937.690
	0

	
	
	
	
	
	
	
	
	

	*National salares in Euros - Eurydice report on Teachers' and School Heads' Slaries and Allowances in Europe 2009/10 (average lower secondary or lower secondary figures used).


	Table D

	Reimbursement of national salaries for selected posts – Member States Above the Indicative Reference

	Member States with difficulties though being above the 'indicative reference'

	
	Year 1
	Year 5

	
	N° of staff to be replaced
	Average national salary *
	To be financed (€)
	N° of staff to be replaced (from Annex IV b of 2011-07-D-8-en-3)
	Average national salary *
	To be financed (€)


	UK
	25
	32.400
	810.000
	127
	32.400
	4.114.800

	Ireland
	7
	46.400
	324.800
	40
	46.400
	1.856.000

	Total
	32
	
	1.134.800
	167
	
	5.970.800

	

	Member States below the 'indicative reference'

	
	Year 1
	Year 5

	
	N° of staff below the indicative reference (from Annex IV b of 2011-07-D-8-en-3)
	Average national salary *
	Potential contribution (€)
	N° of staff below the indicative reference (from Annex IV b of 2011-07-D-8-en-3)
	Average national salary *
	Potential contribution (€)

	Bulgaria
	20
	1.600
	32.000
	20
	1.600
	32.000

	Czech Republic
	1
	10.800
	10.800
	1
	10.800
	10.800

	Denmark
	15
	51.000
	765.000
	15
	51.000
	765.000

	Estonia
	10
	6.600
	66.000
	10
	6.600
	66.000

	Greece
	10
	19.500
	195.000
	10
	19.500
	195.000

	Spain
	43
	32.500
	1.397.500
	43
	32.500
	1.397.500

	France
	7
	29.300
	205.100
	7
	29.300
	205.100

	Italy
	58
	24.400
	1.415.200
	58
	24.400
	1.415.200

	Cyprus
	3
	** 37.000
	111.000
	3
	**  37000
	111.000

	Latvia
	11
	3.800
	41.800
	11
	3.800
	41.800

	Lithuania
	10
	6.400
	64.000
	10
	6.400
	64.000

	Hungary
	7
	7.200
	50.400
	7
	7.200
	50.400

	Malta
	2
	19.100
	38.200
	2
	19.100
	38.200

	Poland
	3
	8.200
	24.600
	3
	8.200
	24.600

	Portugal
	11
	26.800
	294.800
	11
	26.800
	294.800

	Romania
	17
	** 5.500
	93.500
	17
	** 5.500
	93.500

	Slovenia
	6
	22.800
	136.800
	6
	22.800
	136.800

	Slovakia
	9
	6.300
	56.700
	9
	6.300
	56.700

	Finland
	15
	33.000
	495.000
	15
	33.000
	495.000

	Sweden
	3
	40.400
	121.200
	3
	40.400
	121.200

	Total
	261
	
	5.614.600
	261
	
	5.614.600

	* Total national salaries booked to the budget / N° of seconded staff

	**  These figures are estimates based on an Eurydice report “Salaries & Allowances 2009/10”.


� “The budget of the Schools shall be financed by:





contributions from the Member States through the continuing payment of the remuneration for seconded or assigned teaching staff and, where appropriate, a financial contribution decided on by the Board of Governors acting unanimously; 


the contribution from the European Communities, which is intended to cover the difference between the total amount of expenditure by the Schools and the total of other revenue; 


contributions from non-Community organizations with which the Board of Governors has concluded an Agreement; 


the School's own revenue, notably the school fees charged to parents by the Board of Governors; 


miscellaneous revenue. 





The arrangements for making available the contribution from the European Communities shall be laid down in a special agreement between the Board of Governors and the Commission.”


� A further difference is that the the Commission makes a payment to the Munich school based on the number of pupils at the school from EU institutions (according to a formula under which the cost per pupil paid by the Commission is the same as the cost to the EPO for each of the EPO pupils – currently €14,340 per pupil).  However, this aspect does not seem relevant to the present discussion.





� If all Member States made secondments and/or financial contributions based on national salaries in line with the ‘indicative reference’, the result would be an increase in the Commission contribution to the budget.  That is why a calculation based on national salaries is not proposed for the more radical approach in section 1 above.


� In the current situation where seconded posts are not filled, the school must employ a locally recruited teacher and this already increases the cost for the Commission.
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