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FOREWORD

Foreword

.1-;11'5 report for Estonia forms part of the OECD Review of Policies to Improve the Effectiveness of
Resource Use in Schools (also referred to as the School Resources Review, see Annex A for further
details). The purpose of the review is to explore how school resources can be governed, distributed,
utilised and managed to improve the quality, equity and efficiency of school education. School
resources are understood in a broad way, including financial resources (e.g. expenditures on
education, school budget), physical resources (e.g. school infrastructure, computers), human
resources (e.g. teachers, school leaders) and other resources (e.g. learning time).

Estonia was one of the countries which opted to participate in the country review strand and
host a visit by an external review team. Members of the OECD review team were Paulo Santiago
(OECD Secretariat), co-ordinator of the review; Anthony Levitas (Senior Fellow in International
Studies, Brown University, the United States), Péter Radé (Education Consultant based in Budapest)
and Claire Shewbridge (OECD Secretariat). The biographies of the members of the review team are
provided in Annex B. This publication is the report from the review team. It provides, from an
international perspective, an independent analysis of major issues facing the use of school resources
in Estonia, current policy initiatives, and possible future approaches. The report serves three
purposes: i) to provide insights and advice to Estonian education authorities; ii) to help other
countries understand the Estonian approach to the use of school resources; and iii) to provide input
for the final comparative analysis of the OECD School Resources Review.

The scope for the analysis in this report includes early childhood education and school education
(both general and vocational programmes). At the request of Estonian authorities, the focus areas of
the Review of School Resources in Estonia were: i) funding of school education (including distribution,
incentives and transparency); ii) organisation of the school network; and iii) the teaching profession
(including improving its attractiveness). Also, issues of special needs education and vocational
education are addressed from the funding perspective, i.e. how the funding system can facilitate the
achievement of policy objectives in special education and vocational education. The analysis
presented in the report refers to the situation faced by the education system in October 2014, when
the review team visited Estonia.

Estonia’s involuement in the OECD review was co-ordinated by Pdrt-Eo Rannap, Head of the
Finance Department, Ministry of Education and Research of Estonia together with Kadi Serbak,
Analyst, and Signe Uustal, Chief Expert, both in the Finance Department, Ministry of Education and
Research of Estonia. An important part of Estonia’s involvement was the preparation of a
comprehensive and informative Country Background Report (CBR) on school resource use authored
by Kadi Serbak and Signe Uustal from the Finance Department of the Ministry of Education and
Research of Estonia. The OECD review team is very grateful to the main authors of the CBR and to
all those who assisted them in providing a high-quality informative document. The CBR is an
important output from the OECD Project in its own right as well as an important source for the
review team. Unless indicated otherwise, the data for this report are taken from the Estonian
Country Background Report. The CBR follows guidelines prepared by the OECD Secretariat and
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provides extensive information, analysis and discussion in regard to the national context, the
organisation of the education system, the use of school resources and the views of key stakeholders.
In this sense, the CBR and this report complement each other and, for a more comprehensive view of
the effectiveness of school resource use in Estonia, should be read in conjunction.

The OECD and the European Commission (EC) have established a partnership for the Project,
whereby participation costs of countries which are part of the European Union’s Erasmus+ programme
are partly covered. The review of Estonia was organised with the support of the EC in the context of this
partnership.” The EC was part of the planning process of the review of Estonia (providing comments on
Estonia’s CBR, participating in the preparatory visit and providing feedback on the planning of the
review visit) and offered comments on drafts of this report. This contribution was co-ordinated by
Krzysztof Kania, Country Desk Officer for Estonia as regards education and training, working within
the “Country Analysis” Unit of the Directorate for “Lifelong Learning: horizontal policy issues
and 2020 strategy”, which is part of the Directorate General for Education and Culture (DG EAC) of the
European Commission. The review team is grateful to Krzysztof Kania for his contribution to the
planning of the review and also for the helpful comments he provided on drafts of this report.

The review visit to Estonia took place on 20 to 27 October 2014. The itinerary is provided in
Annex C. The visit was designed by the OECD (with input from the EC) in collaboration with
Estonian authorities. It also involved a preparatory visit by the OECD Secretariat on 26 to
27 June 2014, with the participation of Krzysztof Kania, from the EC. The review team held
discussions with a wide range of groups at all levels of government (central and municipal). At the
national level, the review team met with Jevgeni Ossinovski, Minister of Education and Research;
other officials of the Ministry of Education and Research; the State Chancellery; Ministries in charge
of public expenditure; funding and quality assurance agencies; other relevant agencies dealing with
the use of school resources; student associations; teacher associations; representatives of
municipalities and cities; representatives of the private school sector; organisations representing the
interests of students with special needs; representatives of providers of teacher education; and
researchers with an interest in the effectiveness of school resource use. At the municipal and city
levels, meetings were held with educational and finance authorities of the cities of Narva, Tallinn,
Tartu and the municipalities of Johvi and Vaivara. The team also visited a range of schools in
different municipalities, interacting with school management, teachers and students. The intention
was to provide the review team with a broad cross-section of information and opinions on school
resource use and how its effectiveness can be improved. Overall, the OECD review team held
45 meetings and interviewed about 200 individuals.

The OECD review team wishes to record its gratitude to the many people who gave time from
their busy schedules to inform the review team of their views, experiences and knowledge. The
meetings were open and provided a wealth of insights. Special words of appreciation are due to the
co-ordinators, Pdrt-Eo Rannap, Kadi Serbak and Signe Uustal, for going to great lengths to respond
to the questions and needs of the review team. The review team was impressed by their efficiency
and expertise. The courtesy and hospitality extended to us throughout our stay in Estonia made our
task as a review team as pleasant and enjoyable as it was stimulating and challenging.

The OECD review team is also grateful to colleagues at the OECD, especially to Francesc Masdeu
and Thomas Radinger for analytical support. Eleonore Morena provided key administrative, editorial
and layout support. Deborah Nusche provided advice while Yuri Belfali provided guidance and support.

* This document has been produced with the financial assistance of the European Union. The views expressed
herein can in no way be taken to reflect the official opinion of the European Union.

4 OECD REVIEWS OF SCHOOL RESOURCES: ESTONIA 2016 © OECD 2016



FOREWORD

This report is organised in five chapters. Chapter 1 provides the national context, with
information on the Estonian school system, main trends and concerns as well as recent
developments. Chapter 2 analyses the governance of schooling and the organisation of the school
network. Chapter 3 reviews approaches to school funding. Chapter 4 examines school organisation
and operation while Chapter 5 looks at the management of the teaching workforce. Each chapter
presents strengths, challenges and policy recommendations.

The policy recommendations attempt to build on and strengthen reforms that are already
underway in Estonia, and the strong commitment to further improvement that was evident among
those the OECD review team met. The suggestions should take into account the difficulties that face
any visiting group, no matter how well briefed, in grasping the complexity of Estonia and fully
understanding all the issues. Of course, this report is the responsibility of the OECD review team.
While the Team benefited greatly from the Estonian CBR and other documents, as well as the many
discussions with a wide range of Estonian personnel, any errors or misinterpretations in this report
are its responsibility.
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Executive summary

The Estonian school system is high-performing and has accomplished significant
achievements. Coverage rates in pre-primary education are high and participation in
schooling is almost universal. Secondary-school attainment of the adult population is
among the highest within the OECD area while the proportion of adults holding a tertiary
qualification is above the OECD average. Also, the performance of students in international
assessments at the secondary level is among the best in Europe in reading, mathematics
and science and has improved significantly in the last few years. However, a significant
proportion of young adults do not have a professional or vocational qualification and rates
of completion in vocational education are low. Also, while at the secondary level students’
socio-economic background has a smaller impact on performance in Estonia than in other
OECD countries, there remain concerns about the performance of students in Russian
language schools (in spite of some recent improvement).

Estonia has launched significant initiatives to improve the quality of the education
system. These include adjustments to the mechanisms of school financing, the
establishment of the Estonian Lifelong Learning Strategy 2020, the 2011 curricular reform
in general education, the 2013 new standard for vocational education and the introduction
of a new competency-based career system for teachers. In this dynamic policy context,
there is an apparent desire to improve the use of school resources. This report analyses the
use of resources in the Estonian school system, with a particular focus on the organisation
of the school network, the funding of school education, school organisation and operation,
and the teaching workforce. It identifies policy areas with potential efficiency gains or
requiring further public investment.

The following policy priorities were identified to improve the effectiveness of resource
use in the Estonian school system.

Further consolidate the school network

Estonia operates an extensive school network able to ensure full access to education.
Especially, there is a strong emphasis on providing access to early education in rural areas.
However, there is room to accomplish efficiencies in the Estonian school system. The size
of the student population has contracted considerably while the sizes of the school
network and the teaching workforce have not adjusted to the same extent. As a result,
there are many small schools with small classes in Estonia. In this context, and given the
current demographic, the further consolidation of the school network is inevitably a policy
priority. Developing planning capacity, co-ordination mechanisms and inter-municipal
collaboration is cornerstone to create a more efficient and equitable school network. This
could be organised through regional planning platforms covering all levels of school
education and involving all relevant stakeholders. Municipal co-operation could involve
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EXECUTIVE SUMMARY

the co-management of basic schools across municipalities, improving transportation
services and the common use of various facilities. The consolidation itself may involve a
range of different strategies. One possibility is to close or consolidate small schools, or
reduce services within schools with due consideration to the costs and feasibility of
different alternatives such as transporting students and housing them at boarding schools.
Another possibility is that nearby schools share resources. A further possibility is the
clustering of schools, which involves the conversion of several nearby small schools into
satellites of one educational institution with a single leadership team and budget.

Also, the national government’s policy of not allowing municipalities to create new
schools that combine the teaching of primary and lower secondary education with
Years 10-12 is to be supported. However, the implementation of the “recentralisation” of
the management and funding of general upper secondary education, supported with the
construction of new state-run gymnasiums, is faced with a number of challenges and needs
to proceed with considerable caution. An option to be considered in order to consolidate
the school network is the specification of a threshold class size or average school class size
below which students would not be funded from the state grant, unless the school is
identified as meriting “protection” in order to maintain student access in remoter areas.
Within the extent of the state funding resulting from the regulated average minimum class
size, school owners and schools would retain their autonomy on class organisation,
including in deciding the actual size of specific classes within schools. This could possibly
be assisted with extra resources coming from the school owner’s own revenues.

Make vocational education a more attractive option and improve its efficiency

The Estonian government is adequately placing increasing emphasis on strengthening
the mechanisms for the vocational education and training (VET) system to adjust to
changing labour market needs. However, vocational education is faced with a number of
challenges including its low status among students and parents, high drop-out rates and
few opportunities for students to engage in work-based learning and apprenticeships.
Improving the attractiveness and efficiency of vocational secondary education involves
making programmes more relevant for the labour market and for regional development,
further involving employers and improving student completion rates. A holistic strategy
could combine: a funding approach that gives institutions more stability and better
incentives to improve completion rates; improved career guidance for students; more
committed engagement from employers, including with their contribution to the funding
of VET; and ensuring regional development strategies are taken into account.

Target extra resources for students with special educational needs
and Russian-speaking students

Though Estonia has a well-developed network of special education schools
(SEN schools) and programmes, relatively little progress has been made in integrating
children with special educational needs into regular classes in mainstream schools. The
solution lies, in part, in increasing the financial support given to mainstream schools for
SEN students. In this way, the national government should review the coefficients used to
provide additional revenue to mainstream schools for teaching SEN students in both
mainstream and special classes. These coefficients should make it possible for schools to
hire well qualified teaching assistants to work in integrated classes. It is also important
that funding for SEN students in mainstream schools is earmarked and that there are
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EXECUTIVE SUMMARY

effective ways to monitor its use to facilitate the integration of SEN students in regular
classes. The expansion of effective inclusive education will also require SEN schools to
enlarge their functions to support both SEN students being educated inclusively in
mainstream schools and teachers providing inclusive education in these schools. The
other key component of a strategy for inclusive education is adequately preparing teachers
in mainstream schools to provide effective inclusive education.

Language acquisition problems clearly pose barriers to, and raise the costs of
Russian-speaking students advancing through Estonia’s education system. As such, they run
against Estonia’s commitment to equal opportunity and fair treatment. Language barriers
are likely to distort the choice of upper secondary programmes by Russian-speaking students
in favour of vocational programmes, and thus ameliorating the basis for this choice would
probably improve the efficiency of the system as well. Hence, the national government
should consider developing an earmarked grant designed to provide financial support to
municipalities and schools for the additional hours of Estonian language instruction
necessary to make Russian-speaking students proficient in the country’s official language.

Promote school leadership through further professional support

School leaders are recognised as a key resource and their professional development is
considered crucial. This reflects the high levels of autonomy provided to school leaders in
delivering the curriculum and managing resources. However, the position of “school
leader” is perceived as unattractive and compensation is inadequate. Also, no systematic
mechanism to provide professional feedback to school leaders is available. There is no
central framework for school leader appraisal and appraisal is not mandatory. Hence, there
is a clear need to make the school leadership position more attractive and this requires
re-thinking of the school leader career and finding ways to make leadership positions more
financially attractive. Steps in making the profession more attractive may include: a
distinct career structure for school leadership (linking career progression to specific
leadership responsibilities as underpinned in school leader professional standards); an
independent salary scale for school leadership; and appraisal results to inform career
advancement. Also, there is a pressing need to develop and ensure implementation of a
regular and more coherent approach to school leader appraisal. The challenge is to develop
appraisal processes, frameworks and conditions that do not require an excessive
investment of time and effort, that serve as an effective tool for improving practices and
that are perceived as useful and relevant by school leaders.

Enhance the use of teacher resources in the school system

In Estonia, there is considerable autonomy for the management of the teaching
workforce at the local level. This is a strength in a system where schools are individually
judged on their ability to improve student learning. Teacher appraisal processes internal to
the school are established, include the observation of practices in the classroom and have
an impact on the professional development of teachers. There are also indications that
there is no inequitable distribution of teachers across schools and school locations. A
positive development has been the introduction of a new competency-based teacher career
structure but its potential is not being adequately used. At this stage it essentially remains
a voluntary instrument to formally recognise teacher competencies and with no direct
association with compensation and the specific roles performed at the school. Teacher
professional development is well established even if its operation raises a number of
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concerns such as its limited links to teacher appraisal and the insufficient relevance of
programmes. Finally, the criteria used to establish teacher compensation, partly defined at
the school level, lack transparency. In this context, it would be beneficial to make
external periodic teacher certification a requirement for teachers using the existing
competency-based career structure. The idea is that the certification process (alongside
the competency-based career structure) is integrated, in ways to be defined by individual
schools, in school-based approaches to human resource management. This would involve
requiring schools and/or municipalities to design salary scales which recognise the
competency-based career structure defined nationally. In parallel, the emphasis on
school-based teacher appraisal, which is predominantly for teacher development, should
be maintained and strengthened. A further priority should be to ensure the relevance of
professional development programmes through their accreditation.

While there is a need to both ensure the continuous entry of new talent into the
teaching profession and to constantly motivate in-service teachers, there is no need to
increase the overall size of the teaching workforce. On the contrary, the needed school
consolidation is likely to require a certain degree of teacher redundancy. This entails
developing strategies for reallocating, redeploying and retiring teachers currently
employed in schools who will be affected by school (or class) consolidation. Also, given that
not a lot of new teaching posts are likely to be available in the coming years, it is clear
that entry into preparation programmes can be much more selective to ensure only
high-quality graduates fill the available teaching posts.
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Assessment and recommendations

Education system context

The school system has accomplished significant achievements but some concerns
remain

The Estonian school system is high-performing and has accomplished significant
achievements. Coverage rates in pre-primary education are high and participation in
schooling is almost universal. Secondary-school attainment of the adult population
(aged 25-64) is among the highest within the OECD area while the proportion of adults
holding a tertiary qualification is above the OECD average. However, the gender gap in
Estonia is among the widest in the OECD area, with a much greater proportion of women
completing a tertiary qualification. Adults have literacy and numeracy skills above the
OECD average and the performance of young adults is comparatively better. By contrast,
the proportion of adults with high performance in problem solving in technology-rich
environments is below the OECD average. The performance of students in international
assessments at the secondary level is among the best in Europe in reading, mathematics
and science and has improved significantly in the last few years. This goes alongside one
of the smallest shares of low performers in mathematics, reading and science. However, a
significant proportion of young adults do not have a professional or vocational
qualification and rates of completion in vocational education are low. Also, while at the
secondary level students’ socio-economic background has a smaller impact on
performance in Estonia than in other OECD countries, there remain concerns about the
performance of students in Russian language schools (in spite of some recent
improvement) and some significant performance differences exist between schools
depending on their location. Finally, the integration of students with special education
needs into mainstream education remains limited.

Significant policy initiatives were launched, in part to respond to efficiency challenges
in the school system

Estonia has launched significant initiatives to improve the quality of the education
system and is increasingly looking to international standards and best practices. Policy
initiatives include the ongoing redefinition of responsibilities for education across
administration levels, adjustments to the mechanisms of school financing (per capita
funding scheme), the establishment of the Estonian Lifelong Learning Strategy 2020 as the
main reference for education policy, the 2011 curricular reform in general education,
the 2013 new standard for vocational education, the creation of new regional counselling
centres and the introduction of a new competency-based career system for teachers. In
this dynamic policy context, there is an apparent desire to improve the use of school
resources, the recognition that the school network’s efficiency can be improved and a
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consensus about the need to better compensate education professionals. This report
analyses the use of resources in the Estonian school system, with a particular focus on the
organisation of the school network, the funding of school education, school organisation
and operation, and the teaching workforce. It identifies policy areas with potential
efficiency gains or requiring further public investment. The following policy priorities were
identified to improve the effectiveness of resource use in the Estonian school system.

Strengths and challenges

18

There is commitment to invest in education while pressures for further funding
and inefficiencies can be identified

Estonia spends about the same proportion of gross domestic product (GDP) per capita
than the OECD average on primary and lower secondary education and two percentage
points more on upper secondary education. However, it spends considerably less, as a
proportion of GDP per capita, on pre-primary education, with possible implications for the
quality of the services offered. Good levels of public spending on education relative to the
country’s resources has allowed Estonia to provide free textbooks and school lunches, and
relatively easy physical access to primary and secondary schools. Estonia has an extensive
network of special education schools and programmes that ensure that children with
special needs have access to public education. It has also made major investments in
vocational education and is clearly committed to developing an effective system for
lifelong learning. Also, though teachers’ salaries remain relatively low, the national
government has significantly raised them over the last few years.

In the coming years, a range of initiatives will put pressure on the public purse. These
include free tuition for tertiary education students (conditional on student performance); the
commitment to further raise the salaries of primary and secondary school teachers;
demands to increase the salaries of pre-primary education teachers; the need to make
investments in the rationalisation of the school network; and the need to modernise
vocational education. At the same time, there is room to accomplish efficiencies in the
Estonian school system. The size of the student population has contracted considerably
(about 22% between 2005/06 and 2013/14) while the size of the school network (and of the
teaching workforce) has not adjusted to the same extent. As a result, there are many small
schools with small classes in Estonia. Analysis of class size and student-teacher ratios in
Estonia also provide indications that, compared to the situation in other OECD countries, on
the whole, Estonia has an oversupply of teachers. This has put pressure on both the national
government and municipalities to rationalise resource use across the school system.

The school network ensures full access to education but its further consolidation
is needed

Estonia operates an extensive school network able to ensure full access to education.
Especially, there is a strong emphasis on providing access to early education in rural areas.
There are guarantees in place that pre-primary and primary education can be provided
locally. However, the dramatic demographic decline of the last twenty five years has resulted
in the existence of too many small schools and small classes. Under the pressures created by
the funding system, the adjustment of the school network has already started. The decrease
of the number of schools and teachers is slower than the decrease of the number of school
age students but it shows some capacity of the decentralised system to adapt to the
demographic changes. The funding formula has exerted some pressure on municipalities to
rationalise their school networks in the face of declining student enrolment.
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The need to further consolidate the school network is recognised by all key
stakeholder groups. At the same time, the government is strongly committed to the further
consolidation of the school network as demonstrated by its direct intervention in general
upper secondary education, the creation of incentives for municipalities to consolidate
their schools, the steering of a part of EU structural and investment funds towards
improvement in educational infrastructure and its readiness to take over the responsibility
for a part of educational expenditures so far covered by municipalities. The national
government is rationalising the network of general upper secondary schools by creating a
new state-run gymnasium in every county capital. The objective is that these new state-run
gymnasiums will not only make the system more efficient, but also make it possible to
provide all general upper secondary school students with quality instruction. However,
this policy may multiply capacities that maintain competition between state and
municipality-owned schools for the limited and declining number of students. At the same
time, the national government is also providing some incentives for municipalities to
consolidate their general upper secondary school networks. Municipalities that reorganise
their school networks by reducing or eliminating the number of schools that provide
general upper secondary education are eligible for special investment grants. The national
government also fully covers the cost of transportation of students who commute from
another municipality to attend one of the new state-run gymnasiums. Investments will also
be made to improve dormitories for commuting students.

Governance arrangements make efficiency improvement challenging

The distribution of responsibilities between the state and the municipalities for the
provision of public education services is complex and leads to an unclear distribution of
responsibilities. In fact, the municipal and the state-owned schools engage in competition
in general education, in special needs education and - to a lesser extent - in vocational
education and training. This results in declining clarity of the responsibilities for setting
the funding rules and for leading the school consolidation process.

A range of efficiency concerns arise from current arrangements for the governance of
schooling. The administrative capacities of most school providers (especially small
municipalities) are relatively weak; many of them rely on the capacity of school leadership.
Furthermore, jurisdictional fragmentation is making it harder for Estonia to rationalise its
secondary school facilities because many of its municipalities are too small to maintain
effective and efficient secondary schools, and in some cases basic school facilities. Indeed,
particularly in lower secondary education, education effective provision can be organised
only through inter-municipal co-operation which allows the sharing of resources (for
example teaching capacities, special children services or extracurricular facilities) between
institutions. However, in Estonia, incentives for inter-municipality co-operation are weak.
This is reinforced by the fact that county level education departments have little power to
assume co-ordination responsibilities as they are not perceived by municipalities as a
legitimate partner for school governance. There is also some rigidity in school-level
provision across levels of education, such as the frequent separation between pre-primary
education and primary education, or the separation between general education and
vocational education and training. This makes it difficult for subsystems to share
resources and also hinders the smooth shift of resources from one subsystem to the other
when needed in function of demographic changes, emerging new needs, existing
inefficiencies and changing policy priorities.
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The ambiguous distribution of responsibilities is reinforced by the funding system.
The per capita funding formula has been so weighted as to create a common
misconception that the existent structure of the school network is — and will be - fully state
funded and school directors are entirely responsible. The lack of a clear statement of
objectives for the funding system leads to diluted responsibility for resource management,
which ends up mostly in school directors’ hands. Its implicit norm is that the national
government will fully fund the current distribution of teachers across the school system.
As a consequence, there is an emerging mismatch between responsibilities for
management and responsibilities for funding.

A number of features of the funding approach facilitate the achievement of policy
objectives

In general education, Estonia has a well-embedded system of funding school owners
(state, municipalities and private entities) by a formula, which is largely driven by the
number of students, but includes modifying weights to adjust budget revenues to
differences in size and structural costs (i.e. level of education, programmatic hours). The
formula also includes coefficients for students with special needs attending both special
schools and mainstream schools. In addition, comprehensive funding for school textbooks,
school lunches and professional development of teachers and school leaders are provided
through separate earmarked grants, making it easy for the national government to ensure
that they have been spent in accordance with their specified purposes. There is also
extensive collection of data to support the formula calculations. The formula provides
efficiency incentives as funding depends on the number of students, but this is partially
offset by the compensation factor (smaller municipalities benefit from a higher coefficient
as a smaller class size is assumed) which provides some protection for small schools and
is thus sensitive to local needs. The formula funding system enables a high degree of
financial autonomy for school owners. Also, the system appears to be highly equitable
horizontally in the state sector as municipalities add very little to education budgets from
their own resources while their per capita revenues are remarkably similar.

The system of financing for vocational schools is flexible and can be adjusted to the
needs of the labour market. The adjustment takes place through the involvement of
representatives of different economic sectors in the education planning process (state
commissioned school places). Vocational schools can also generate a significant amount of
freely disposable own revenues.

The vocational education sector has closer links to the labour market but it has low
status and high drop-out rates

The Estonian government is adequately placing increasing emphasis on strengthening
the mechanisms for the vocational education and training (VET) system to adjust to
changing labour market needs. To a large extent this adjustment occurs via the close
involvement of the representatives of different economic sectors both at the national level
and the school level. There is also significant investment in the improvement of the labour
market monitoring system that has the potential for making educational and financial
planning for VET more evidence-based. The new qualification standards for vocational
education are further improving the flexibility of the vocational school system, including
through a better integration of general and vocational elements. However, vocational
education has low status among students and parents, which might partly relate to the
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strict separation between general and vocational education schools and the little
effectiveness of career guidance in basic education. Another major challenge is the high
rate of drop-outs in VET education (one out of every five students enrolled interrupts
studies in a given academic year). A further limitation of VET in Estonia consists of the few
opportunities students have to engage in work-based learning and apprenticeships. This
relates to the fact that businesses have little involvement in the provision of vocational
education and training.

Further efforts are needed to integrate students with special needs in mainstream
schooling

Though Estonia has a well-developed network of special education schools
(SEN schools) and programmes, relatively little progress has been made in integrating
children with special educational needs into regular classes in mainstream schools. While
the proportion of students with special needs studying in mainstream schools has
increased in the last few years, most of these students still attend SEN schools. Moreover,
few of those in mainstream schools who are capable of following the regular curriculum
are doing so in integrated classes. It does seem that not enough resources are being
devoted to integrating special needs students in mainstream schools, and that parents are
choosing to keep children who might do well in mainstream schools in special schools
because they are getting more teacher attention. There is a perception that mainstream
schools lack the skilled personnel and assistant teachers necessary to make the integration
a success. Teachers in mainstream schools also seem to have difficulties coping with the
presence of SEN children in their classes, reflecting a lack of specific preparation. Whether
this is because the funding that is provided to mainstream schools for special needs
students is too low, or whether it is because there is a shortage of such specialists (or some
combination of the two) is unclear. Furthermore, because funds for special needs students
are not transferred to municipalities in the form of an earmarked grant it is difficult for
schools, parents and the national government to monitor whether those funds are being
transferred and used by schools for their assigned purposes.

Russian-speaking students do not receive enough support

The introduction of bilingual education in general upper secondary education and the
ineffective teaching of Estonian in basic schools with Russian language of instruction may
be increasing selection based on ethnicity. At the same time fully Russian language
instruction programmes are still available in vocational upper secondary education. This is
likely to contribute for a greater proportion of Russian-speaking students to attend
vocational schools at the upper secondary level. The proportion of basic education
graduates going into a vocational secondary school the year after graduation is noticeably
higher for graduates from basic schools with Russian as the language of instruction than
for graduates from basic schools with Estonian as the language of instruction. This
difference has been increasing in the last few years following the introduction of
regulations stipulating that Russian would progressively be discontinued as a language of
instruction in general upper secondary education (and replaced by bilingual education).
While Estonia has a few programmes designed to provide additional financial support to
schools with Russian language of instruction, as well as additional Estonian language
training to Russians-speaking students, these programmes are of limited scope. While the
school funding formula provides for extra funding for Russian-speaking students,
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potentially for extra teaching hours in Estonian language, the actual use of this extra
funding is not audited. In addition, difficulties in mastering Estonian are imposing
sometimes significant costs on (primarily) Russian-speaking households for private
language instruction.

Local autonomy is well balanced with adequate horizontal accountability

Municipalities and individual schools carry a significant degree of autonomy - they can
take a range of decisions at local and school level in order to deliver improvement. The
overall operation of the intergovernmental finance system has provided municipalities with
adequate, predictable, and equitable revenues, thus establishing a strong foundation for the
decentralised governance of the country’s schools. Even small, rural and/or economically
disadvantaged municipalities have been able to modernise their schools, increase
pre-primary enrolment and maintain easy physical access to schools with low
student-teacher ratios. Also, Estonian school directors have a high degree of operational
autonomy and control over school budgets including the ability to hire and dismiss teachers,
set their salaries (above the national minimum), earn and retain own income (within the
budget year), and pay for in-service teacher professional development (with a earmarked
budget provided by the state), despite the fact that accounting functions are at the municipal
level. This is an important strength and can help ensure that schooling contributes to the
wider social and economic well-being of communities, families and individuals.

The move towards extended local and school autonomy has been paralleled with a high
level of horizontal accountability ensuring the intensive involvement of parents, local
communities and various other stakeholders through participatory boards of trustees in
general education schools and advisory bodies in vocational schools. In addition, Estonia has
a highly developed national education information system which allows the monitoring of
many local and institutional level processes (such as student performance, funding and
human resource management). The balance of power between the state, municipalities and
schools is complemented by two interrelated mechanisms that strengthen the system of
checks and balances: the relative strength of market mechanisms, on the one hand, and the
actions leading to increased transparency, on the other.

Individual schools are key players in quality assurance but could benefit from greater
externality

In Estonia, the quality assurance system is able to ensure a good balance between
formative (developmental) and accountability purposes with a strong emphasis on schools’
own quality self-improvement, whilst doing away with too much central government
control and intervention. Schools are required to conduct self-evaluation at least once over
a three-year period. This corresponds to the typical school development plan cycle and the
school should evaluate its progress against this benchmark. This approach aims at
engaging the school community - board of trustees, the teacher council, the student
council, external experts —in school development and gives the main responsibility for
quality assurance to the schools. Although school self-evaluation is mandatory the
procedures for conducting and reporting the results of school self-evaluation are entirely at
the discretion of the school. While the Ministry has developed tools for school self-
evaluation, Estonian schools are under no obligation to use these. This limits the ability to
compare schools’ experiences and the consistency of practices across schools. In addition,
the level of externality in quality assurance processes is low. There is little external
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challenge to the conclusions of school self-evaluations; relatively little comparable quality
information is provided to schools for self-evaluation; the external support provided to
schools for self-evaluation has room to expand; and few municipalities operate a quality
education framework.

Furthermore, while the role that is given to school “boards” to influence and actively
shape the operation and organisation of schools is a strength in Estonia, this very much
depends on the capacity of different boards to undertake this role. There is considerable
variation in the approach to school planning and how involved the school community is in
this. Finally, the school leader’s role as the pedagogical leader can be further strengthened.
Estonian school leaders, according to international surveys, seem to be relatively less
engaged in activities related to school development, in observing instruction in the
classroom and in preparing a professional development plan for the school.

There is a high degree of school choice but concerns about licensing processes to enter
the school network

The provision of public funding to private schools has increased school choice,
encouraged the growth of private involvement in the education system, and increased the
diversity of institutions from which innovative pedagogical strategies can be drawn. Also,
the requirement that municipalities whose students attend schools in other municipalities
pay those municipalities the average per student non-salary operating costs of their
schools has facilitated school choice and network rationalisation by ensuring that money
follows students to where they attend school. However, new entry by private schools,
encouraged by the funding system, has resulted in smaller schools and class sizes and
hence a higher cost school system with no evident increase in student learning outcomes.
Similarly to other systems that are based on per capita funding, especially those which
allow private institutions to have access to public funding, the Estonian system faces the
challenge of undertaking adequate selection of those services and providers that should be
eligible to receive public funding. This requires a continuous monitoring of the existing
school licensing processes assuming the selection function, and, on the basis of this,
revising standards and the application of these standards when necessary. If this does not
happen, funding claims by new services and providers may create unexpected burdens on
the public purse. There is a need to increase the transparency of licensing decisions,
particularly in terms of the assessment of need for the additional educational services.

EU funds create opportunities to improve the efficiency of the school system
but there is scope to adjust their use

Estonia is using the EU structural and investment funds to modernise its education
system. This is a major historical opportunity to achieve not only reforms improving the
quality and relevance of education but also to realise the necessary structural adjustments
to make the education system more efficient and financially more sustainable. The new
strategic planning for the use of EU structural and investment funds for the period 2014-20
will be used as a powerful instrument to promote changes leading to higher efficiency and
effectiveness in the Estonian school system. For instance, the new funds are being used to
develop the new network of state-run general upper secondary schools and to assist
municipalities to improve the quality of the provision at the basic education level as they
consolidate their school network. However, analyses of the uses of EU funds provide
indications that some adjustments can be made to the implementation of projects which
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benefit from EU structural funding. Challenges include the monitoring of the
implementation, the clarity of the rationale for the interventions, policy attention to the
financial sustainability of the measures, transparent project selection criteria and the
design of impact evaluations.

School leaders are recognised as a key resource but could be better supported

There is clear political recognition of the important role that school leaders play in
Estonian schools. School leaders are recognised as a key resource and their professional
development is considered crucial. Specific professional development programmes for
established school leaders, newly appointed school leaders and future school leaders are
being implemented in 2015. This reflects the high levels of autonomy provided to school
leaders in delivering the curriculum and managing resources. The school leader is
responsible for the overall quality of education services at the school, develops a school
development plan and oversees its implementation. However, the position of “school leader”
is perceived as unattractive and compensation is inadequate. The position of “school leader”
is rather an extension of “teacher” and does not adequately enjoy a distinct professional
status. There is currently not a distinct career structure for Estonian school leaders.

Also, no systematic mechanism to provide professional feedback to school leaders is
available. There is no central framework for school leader appraisal and appraisal is not
mandatory. The procedures for school leader appraisal are entirely at the discretion of the
school owner. In the case that school owners do conduct regular school leader appraisal,
there are likely to be very different criteria in use for the appraisal of school leaders and
there is also little guarantee that these would be aligned to school self-evaluation criteria.
Also, the capacity to conduct school leader appraisal varies enormously among different
school owners. Some owners may have a specific department with responsibility for
schools, but the number of employees will vary and may be only one. Overall, there did not
appear to be a strong culture of professional feedback to the school leader on his/her
performance and conduct. The frequency of professional feedback discussions between
the school owner and school leader varied, as well as the nature of these discussions and
whether or not these were linked to some form of professional reward or sanction.

Local autonomy for managing the teaching workforce is good and teacher resources
seem to be equitably distributed

In Estonia, there is considerable autonomy for the management of the teaching
workforce at the local level. Schools have considerable responsibility for recruiting and
dismissing teachers as well as for setting teacher salaries (above the national minimum).
This is a strength in a system where schools are individually judged on their ability to
improve student learning. School leaders also have considerable room to develop the
competencies of their teaching bodies in agreement with school development plans. Teacher
appraisal processes internal to the school are established, include the observation of
practices in the classroom and have an impact on the professional development of teachers.
This strengthens the ability of school leaders to shape teacher professional competencies to
properly respond to the needs of their educational communities. Also, the autonomy from
which schools benefit to allocate their budgets to teacher resources (deciding on the number
of teachers and the distribution of tasks across individual teachers) grants them with the
ability to select the optimal number and mix of school staff for their schools. Finally, there
are indications from international data that there is no inequitable distribution of teachers
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across schools and school locations. The experience of teachers, their qualifications,
student-teacher ratios and the intensity of teacher professional development do not seem to
be unevenly distributed across school types and locations.

A new competency-based teacher career structure has been introduced
but its potential is not being adequately used

A career structure based on the acquisition of competencies both for general education
teachers (four levels) and for vocational education teachers (three levels) has been
introduced. This is a positive move to get away from the previous complex and resource
intensive system of teacher attestation. The new certification model has a range
of advantages. First, teacher certification to reach the different career stages is a
competency-based process, i.e.it directly assesses whether a teacher has acquired the
competencies needed to perform at the different stages of the career, using as a reference
teacher professional standards. Second, the new teacher certification model has better links
to teaching practice, in particular through the analysis of the teacher portfolio and, in some
cases, through classroom observation. Pr