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1. Purpose of the activity 
TUIK processes and publishes educational expenditure statistics on a regular basis according to its national data release calendar. In the December 2017 press release, Education expenditure data are available yearly for the period 2011 to 2016. 
TUIK is collecting and processing a comprehensive set of sources of information and is able to cover a large scope of expenditures in the education domain. The whole process is mainly focused on the response to the UOE questionnaire (UNESCO/OECD/EUROSTAT) and the utilization for national statistics is limited. Globally the reporting is already aligned with the UOE methodology. However, TUIK is seeking to set up a satellite account on education in order to develop the national information system on education which follows the international methodology for National Education Accounts (NEA).
The directorate for social sector statistics in TUIK requested the consultancy in order to address various issues regarding the current data processing, the ultimate goal of the work being to fill FIN1-Source and FIN2-Nature tables in line with the concepts, definitions and accounting rules of the UOE methodology. The objective is also to introduce progressively specific nomenclatures in the processing of the various sources of information to prepare for the setting up of a national education account.
A first consultancy was held in May 2018 to review the sources of information and the methods used for processing and fill the UOE questionnaires. Principles and methodology for setting-up a National Education Account (NEA) were also discussed. This report forms a complement to the first report of May 2018.
2. Results of the activity 
The mission intervened at the stage when TUIK is processing data on education expenditure for the year 2017. 
The mission was an opportunity

· to finalize the processing of Government expenditures for education for 2017

· to finalize classifications for processing households’ expenditures

· to review and clarify various issues regarding the processing of education expenditure data with the three final goals of filling UOE questionnaire, publishing financial statistics on education and preparing for a NEA.
2.1 Processing Government expenditures
At the end of the mission, the processing of Government expenditure for education has been finalized. Some specific issues were addressed.

Selection of institutions in budget documents
The selection of expenditures of Government (Central and Local) considered as for education results from the functional classification for the National Accounts (COFOG 9) and the budget classification. 
Universities coded 38 in the budget are fully considered as part of the education domain even for the expenditures classified as research in COFOG.

It has to be noted that in this selection, education expenditure by Central Government is not limited to the expenditures of the Ministry of Education, and include some other institutions. 

Salary of personnel abroad - Yurtdışı Aylığı
This issue occurred for education staff being abroad for short periods of time, more often attached to capacity building objective. This could happen for university staff and for Ministry of Education staff.
In this situation, the cost of the travel abroad born by the Central Government, including the remuneration of staff cost, has to be considered as a direct expenditure for education, classified C1 within FIN-1 table. They are recorded in FIN-2 following the nature of the economic transaction, X7 for compensation of personnel. They are classified at ISCED levels 5 to 8 for universities and split between other level when for administrative offices.
For the perspective of a NEA, they are classified among the 5 dimensions:

· when for administrative offices, as remuneration of staff (economic transaction) for general administration (activity) produced by administrative offices (producing unit) for the corresponding level (education level), and funded by Central Government (Financing unit);

· when for university staff, as remuneration of staff (economic transaction) for teaching activities (activity) produced by public universities (producing unit) for higher education (education level), and funded by Central Government (Financing unit)
Fees for apprentices and intern students - Aday Çırak, Çırak ve Stajyer Öğrencilerin Ücretle
Those fees are paid in cash to individual apprentices and students. They do not correspond to the compensation of work done by the beneficiaries.
As there is no working counterpart, those flows have to be considered as cash transfers to households and assimilated to scholarships. They are classified as C10 in FIN-1 questionnaire and not recorded in FIN-2.
For the perspective of a NEA, they are classified as a transfer (economic transaction) between Central Government and Households (Financing units) for the corresponding level (education level); producing unit is not coded (for practical reason of systematic coding, the code value 99 is utilized).
Fees for part-time working students - Kısmi Zamanlı Çalışan Öğrencilerin Ücretleri
Those fees are paid to university students as a compensation for work activities for the university. For this reason, they have to be considered as a staff cost for the universities. 
Remuneration of part time working students has to be classified as a direct expenditure for education, C1 within FIN-1 table. They are recorded in FIN-2 as X7 for compensation of personnel.
For the perspective of a NEA, they are classified among the 5 dimensions as remuneration of staff (economic transaction) for teaching activities (activity) at higher education level (education level), produced by public universities (producing unit), and funded by Central Government (Financing unit).

House rental expenses (for personnel manager, academic stuff etc) - Lojman Kiralama Giderleri
Expenditures for renting houses constitute a recurrent non-salary cost for the school system.

They have to be classified as a direct expenditure for education, C1 within FIN-1 table. They are recorded in FIN-2 as X13 current expenditure other than for staff compensation.

For the perspective of a NEA, they are classified among the 5 dimensions as a recurrent expenditure (economic transaction) for teaching activities or general administration (activity) at the corresponding education level (education level), produced by public educational institutions or administrative offices (producing unit), and funded by Central Government (Financing unit). 
Funeral expenses of civil servants - Cenaze Giderleri

Expenditure for funeral expenses are considered as a social benefit and is attached to the employment status. They have to be considered as contributing to the compensation of Government’s personnel.
They have to be classified as a direct expenditure for education, C1 within FIN-1 table. They are recorded in FIN-2 as X9 other non-salary compensation (benefits other than retirement).
For the perspective of a NEA, they are classified among the 5 dimensions as remuneration of staff (economic transaction) for teaching activities or general administration (activity) at the corresponding education level (education level), produced by public educational institutions or administrative offices (producing unit), and funded by Central Government (Financing unit).

2.2 Classification for households’ expenditures
The main issue addressed during the mission was to finalize the classification of all expenditure items of the household survey.
The main important criteria are to differentiate between payments to schools or educational institutions, and the purchase of goods and services outside institutions, and to separate goods required by the educational institution and goods not required by school attendance.
The table below displays the classification needed for the UOE questionnaire.
The criteria are the same for the purpose of the classification by activity within a NEA. Payments to school correspond to the financing of characteristic activities of producing units: Teaching activity, School meal. The purchase of goods and services outside institution correspond to the purchase of connected products (not produced by the producing units). 

For the purpose of the UOE questionnaire; only payments to schools have to be distributed between public and private. However, the distribution of payments outside educational institutions would have to be done for setting up a National Education Account.

Extract from FIN-1 table

	Household expenditure
	Payments to educational institutions
	Payments to public institutions (net)
	H1

	
	
	Payments to government-dependent private institutions (net)
	H2

	
	
	Payments to independent private institutions (net)
	H3

	
	
	Payments to private institutions (net)
	H4 = H2+H3

	
	
	Total: Payments to all educational institutions (net)
	H5 = H1+H4

	
	
	of H5: Fees paid to institutions for ancillary services 
	H5b

	
	Payments outside educational institutions
	Payments for goods required directly or indirectly by educational instit.
	H15

	
	
	Payments for goods not required for participation
	H16

	
	
	Payments for private tutoring
	H17

	
	
	Total: Payments outside educational institutions
	H18 = H15+H16+H17

	
	Total: Household expenditure on education
	H20 = H5+H18


2.2 Other issues
The review of the data processing and the ways to classify for the purpose of filling UOE questionnaire and for setting up a NEA was also an opportunity to clarify some principles and to fix some methods.

Revolving funds of public educational institutions
It should be noted that expenditures on the revolving funds of public education institutions are not considered as contributing to the public expenditure for education. Those funds are consolidated within budget records, but correspond to the use of resources mobilized at the school or university level from parents, students and private entities. However, as the source is the Ministry of Finance, they are processed together with Government funding. 

FIN-1 table of the UOE questionnaire reports the expenditures of financing units. The source used would be the households’ survey and other sources on private entities. Data from revolving funds are utilized to fill FIN-2 table and processed following the same classification than for Government budget.

When processing for the purpose of a NEA, it will be necessary to compare and reconcile data from the various sources, the payments of households and private entities to the public school being an income for the schools, while the expenditure recorded in the revolving funds represents the expenditure side and the utilization of this income. The difference represents the surplus (or deficit) of the public schools for the year. In the statistics, it will be calculated as a difference between data coming from two different sources; it should then be controlled and kept at a realistic level.
Classrooms with charitable donations - Hayırseverlerin yaptırdıkları derslik ve okullar

Some construction of classrooms for public schools are funded though donations from individuals or private entities.
Even when those constructions are funded by individuals, it is advised to classify this funding as coming from other private entities. The rationale is to keep the financing by households to the expenditures made by the parents or the students.

The expenditure for the construction of classrooms for public schools from charitable donations has to be classified as a direct expenditure of other private entities for education, E1 within FIN-1 table. They are recorded in FIN-2 as X15 capital expenditure for public institutions.

For the perspective of a NEA, they are classified among the 5 dimensions as capital expenditure (economic transaction) for teaching activities (activity) at the corresponding education level (education level), produced by public educational institutions (producing unit), and funded by other private entities (Financing unit).

Fixing the structure of a National Education Account

The framework for analysing educational expenditures is aimed at gathering the different financial flows in the domain of education. It should make it possible to bring out a cohesive vision of education finance, the economic stakeholders involved in the funding or production of educational activities, and the nature of the economic transactions carried out.

The framework is based on a vision of the domain of education seen as a list of activities, within levels of education. 

Economic agents involved in the domain are classified in two categories: the providers or producing units, mainly educational institutions who are delivering the activities, and the financing units who are paying but not delivering educational services. 

To complete this framework, financial transactions are analysed by nature of operation or object of expenditure, remuneration, recurrent, capital…

Beneficiaries, represented by the number of students, are recorded by level of education and producing units. 

The general framework gathering all educational expenditures can then be organized using five dimensions providing the structure of the information system on expenditures:

· levels of education;

· activities defining the domain of education;

· financing units who assure the financing of these activities;

· producing units who are delivering the activities;

· object of expenditure, to analyse the economic transactions. 

Each dimension has to be associated with a list or classification that will form the structure of the accounts.
Level of education 
The level of education constitutes the central dimension of the National Education Account. As users are expecting financial information to be available for each level of education, a NEA should provide the financing structure, total expenditures and unit costs per student at every level of the system, even if educational institutions are delivering education services at two or several levels. A NEA is the addition of accounts for each level of education.
The education system of Turkey is organized into successive education levels: Pre-primary, Primary, Secondary, Upper Secondary (Academic or Vocational,) and Higher education. Literacy programs (optional) could complement those main levels. 
The classification is aligned with the ISCED classification.

Classification of education levels
	Levels of Education
	ISCED 

	1 Pre-primary Education
	0

	2 Primary Education
	1

	3 Secondary Education
	2

	4 Upper Secondary Education
	3a

	5 Vocational Upper Secondary
	3b

	6 Higher Education
	5 to 8

	7 Literacy programs (optional)
	-

	8 Studies outside Turkey (optional)
	-


Activities / FAALIYETLER
Activities are the products and services at the basis of the definition of the education domain for a NEA. They include characteristic products for which both financing and production will be analysed, and connected products for which the NEA will display only the financing for purchasing them.
“General administration” corresponds to the overall management and supervision of the system. It does not cover the administrative work at the school level that is accounted for with teaching activities.
The list of activities considered as education expenditure are complemented for the processing of the household survey by:

· Pocket money recorded as related to education in the Households survey has to be investigated in order to decide if it has to be included within education expenditure. It could be considered as education if it corresponds to money for lunch during school days.

· Activities for education within the economic territory are complemented by a category of education abroad to record expenditures by domestic economic agents for the purchase of education services outside the territory. 

Classification of activities

	Characteristic products

· teaching activities – ÖĞRETİM
· Research - ARAŞTIRMA

· Catering and boarding - YEMEK HİZMETLERİ
· School medical services - OKUL SAĞLIK HİZMETLERİ 

· general administration - GENEL YÖNETİM

Connected products 
· Books and school supplies
· School transport
· School clothing

· Private lessons

· Goods and services not required by school attendance

· Pocket money

Education abroad


Producing units

The categories of providers (or producing units) can be based on their status, public or private. The names of institutions vary with the levels of education. For this reason, the classification is combined with the education levels. When an institution is delivering activities at two or several education levels, it has to be split into separate producing units for each level. 
For each level of education, the classification includes three categories of producing units:

· Public educational institutions

· Private educational education

· Administrative offices

Administrative offices are not delivering teaching activities. They are the only producing units for the activity “general administration”. They could produce other activities.
Financing Units

Financing units are economic stakeholders who provide the necessary resources for undertaking activities, but do not themselves produce these activities. 

The financing units can be grouped into three main categories:

· Public administrations that redistribute tax resources collected from the economy. This group includes Central Government ministries and agencies and Local Governments.
· Households and private entities including private persons, communities, and non-governmental organisations.

· The Rest of the World, including non-resident entities. Funding coming from EU sources are classified with the Rest of the World.

An additional category could be added to reflect resources internally generated by the schools when the origin of the income cannot be identified and classified within the other categories.
Classification of Financing units 

	Government

	11 Central Government

	12 Local Government

	Private entities

	21 Households

	22 Other Private entities

	Rest of the World

	31 International sources
Internally Generated income


Economic transactions 

The classification by object of expenditure used for analysing the financial flows for education is based on the classical distinction between compensation of staff, other recurrent expenses, and capital expenditures, but also strives to set apart expenses of a pedagogical nature (teachers, equipment and materials). 
The payment of personnel includes salaries and social welfare contributions and payments made by the employer, as well as bonuses and allowances comparable to remuneration. 

Investment or capital expenditure corresponds to the expenditure during the year. Capital expenditures correspond to the concept of Gross Fixed Capital Formation. No deprecation is accounted for and capital expenditures are posted the year they are made. 

The classification is complemented by the category of transfers between two financing units, with three items to identify cash support to families, other current transfers and capital transfers. 
Classification of Economic Transactions

	Personnel emolument

Teaching staff

Non-Teaching Staff

Recurrent expenditure

Pedagogical materials

Other operating expenses

Capital/ investment 

Transfers between financing units

Scholarships and cash support to households

Other current transfers
Capital transfers


Publication on education expenditures and transfers between financing units
Transfers from a financing unit to another financing unit should be consolidated when making the total expenditure for all financing units

Scholarships and cash support to households constitute the main transfer between financing units. The Scholarships are paid by Government or private entities as a cash support to families and students, who then use the funds to pay for tuition or other education related expenses. The end education service is, ultimately, purchased by the student. This represents a transfer between the two financing units, the government or private entity who is paying and the student/household who is receiving it and making expenditures. 

Scholarships are recorded within Government accounts and the counterpart of purchase of educational goods and services recorded with the expenditure of households. When consolidating expenditure data for all sources of funding, transfers between should be eliminated to avoid double counting.

It should be noted that this principle applies even if it cannot be ensured that the counterpart of an equivalent amount of expenses by the student is accounted for within households’ expenditure for education.

The issue is addressed correctly when filling the UOE questionnaire but has to be clarified in the TUIK’s publication of expenditure statistics, to avoid adding public financing including scholarships and private financing including the counterpart of the scholarships received.
This issue was discussed again during the mission as TUIK is currently preparing for a publication in December. The table below is issued from the 2017 press release. The total expenditure for education results from the addition of total public expenditure, including scholarships paid by Government, and the total of private expenditures, including the total of households’ expenditure and of private entities. This presentation allows to display the expenditures of each entity, but has the inconvenient to overstate the national expenditure for education.
For example, 2015 total expenditure for education amounts at 135 310 million TL. Eliminating the transfers from Government to households would lead to a consolidated total of 125 485 million TL, aligned with the total calculated in row N20 of the UOE questionnaire.

Finans kaynağı ve eğitim düzeylerine göre eğitim harcamaları, 2011-2016
Education expenditure by level of education and source, 2011-2016

	Eğitim düzeyi
Level of education
	 
	 
	 
	Devlet Harcamaları 
Public expenditures
	
	Özel Harcamalar 
Private expenditures
	 
	 

	
	Yıl
Year
	Toplam
Total
	
	Toplam devlet 
Total public
	Merkezi
Central
	Yerel
Local
	
	Toplam özel
Total private
	Hanehalkları
Household
	Özel tüzel kişilikler
Private entities
	
	Uluslararası Kaynaklar
International Sources

	
	
	
	
	
	
	
	
	
	
	
	
	

	Toplam Total
	2016
	 160 873
	
	 119 415
	 118 520
	  896
	
	 41 169
	 30 165
	 11 004
	
	  288

	
	2015
	 135 310
	
	 100 372
	 99 400
	  972
	
	 34 729
	 25 204
	 9 525
	
	  210

	
	2014
	 120 305
	
	 89 367
	 88 090
	 1 277
	
	 30 742
	 23 049
	 7 693
	
	  196

	
	2013
	 106 029
	
	 78 978
	 76 224
	 2 753
	
	 26 740
	 19 385
	 7 355
	
	  311

	
	2012
	 94 141
	
	 69 364
	 67 372
	 1 992
	
	 24 627
	 18 568
	 6 059
	
	  150

	
	2011
	 79 059
	
	 59 865
	 58 184
	 1 681
	
	 19 080
	 13 650
	 5 430
	
	  114


TUIK could consider another presentation, by adding columns to display transfers to households and other transfers, and change the calculation in the column total to display a consolidated total:
Consolidated total = Total Public + Total Private + Total External - Transfers

	Eğitim düzeyi
Level of education
	 
	 
	Devlet Harcamaları 
Public expenditures
	Özel Harcamalar 
Private expenditures
	 
	Transfers

	
	Yıl
Year
	Toplam
Consolidated Total
	Toplam devlet 
Total public
	Merkezi
Central
	Yerel
Local
	Toplam özel
Total private
	Hanehalkları
Household
	Özel tüzel kişilikler
Private entities
	Uluslararası Kaynaklar
International Sources
	Transfer To households
	Other transfers

	
	
	
	
	
	
	
	
	
	
	
	

	Toplam Total
	2015
	125 485 
	 100 372
	 99 400
	  972
	 34 729
	 25 204
	 9 525
	  210
	9 825
	


Other possible options could be to deduct scholarships from Government’s expenditures or from households’ expenditure, with the inconvenient not to reflect the total expenditure of those financing units.

3. Conclusion and recommendations 
(please describe the conclusions drawn, lessons learnt and recommendations given to the beneficiary)
Conclusions are similar to those made following the first mission.

TUIK is already collecting and processing a comprehensive set of sources of information and is able to cover the full scope of expenditures in the education domain.
The whole process is mainly focussed on the response to the UOE questionnaire and the utilisation for national statistics is limited.

Information provided to international organisations through the UOE questionnaire is largely adequate. A few adjustments mentioned in the two reports could be made, but globally the reporting is already well aligned with the UOE methodology. The adjustments made during the mission ensure the alignment.
The institute is seeking to set up a satellite account on education in order to develop the national information system on education. Data collection and processing tools are already in place. 
Classifications to fix a general framework with classifications were set for each of the 5 dimensions. They could still evolve to adjust to issues raised during the data processing. They are progressively introduced in the processing of each source of information.
When all sources for information are processed, TUIK could consider organizing a consolidation and reconciliation stage in order to properly harmonize data resulting from the various sources, and designing a set of tables that would form the National Education Account to be processed annually.
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