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The current institutional structure of education and its system of funding leave
very little room for provisions to be made for high quality teaching or for com-
plementary education in support of pupils from disadvantaged backgrounds. In
some cases even basic services are barely covered by available resources.! The
exceedingly fragmented system of school management by local authorities — in
combination with the institution of free school choice — constitutes a barrier to
enforcing consistent equality of educational opportunity policies, to delivering
appropriately oriented quality assurance and accountability programmes and
to providing institutional guarantees that schools educating children in greatest
need can have access to high quality educational services. A reform of the insti-
tutional structure and funding system of public education appears to be a prereg-
uisite to maintaining long-term high standards in education services for pupils
from disadvantaged backgrounds, if we are to avoid further heavy burden on the
central budget. Also, institutional changes are needed to put an end to negative
selection processes observed among teaching staff, to ensure that schools — spe-
cifically those attended by a large proportion of disadvantaged pupils — are in
a position to employ and retain well-trained teachers. A more general factor un-
equivocally calling for institutional restructuring is that Hungarian public educa-
tion is hampered by serious problems of cost efficiency. In the absence of an ap-
propriate general restructuring, direct solutions to these problems — downsizing
surplus teacher workforce, merging or closing schools failing to achieve econo-
mies of scale — could easily have the effect of increasing disparities in quality,
with the result that disadvantaged pupils are offered even less adequate services.

= DIAGNOSIS

1. Education expenditure is dependent on the fiscal capacity of local govern-
ments. The Hungarian system of local governments is highly fragmented. 75 per
cent of local governments administer settlements with populations of less than

The Education Round Table appealed to the Constitutional Court of Hungary in connection with
the issue that in some cases current legislation fails to guarantee adherence to the requirement
of compulsory education. See the Appendix for the petition submitted to the Court and the cor-
respondence that followed.
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two thousand people and 90 per cent provide services for populations of no
more than five thousand people. Despite the small size of most municipalities
they have a wide range of responsibilities, including the provision of public
education. The logic of putting local governments in charge of public educa-
tion services was that decentralised structure is consistent with the concept of
‘subsidiarity’, which is based on the notion that decisions should be made at the
governmental level closest to the decision situation closest to the users, since
that is where local needs can be assessed and local cost differences can be dealt
with. However, as a result of the highly fragmented local government system,
the actual users of local services do not correspond to the population under the
jurisdiction of a given local government. In settlements with less than five thou-
sand people, 20-25 per cent of schoolchildren do not attend their local schools
— as shown by the data of the National Assessment of Basic Competences of
2006. Since the majority of these settlements maintain only one school, at least
every fifth child living in a settlement of fewer than five thousand inhabitants
goes to a school run by another local government.2 There are large differences
between local governments’ fiscal capacity and they also differ greatly in their
educational spending per pupil (VARGA, 2000; HERMANN, 2005a). The poorest
quintile of towns spend 15-20 per cent less per pupil than the richest quintile
of towns (Figure 10.1). For villages, local governments in the lowest income
quintile — where, as every survey agrees, children from disadvantaged back-
grounds are concentrated as a result of geographical segregation — substantially
lag behind the rest of the country and the gap is growing (HERMANN, 2007a).

The average per capita income and property wealth of local governments
have a strong impact on education expenditure. The better the fiscal capacity
of a local government is, the higher per pupil amount it can spend on educa-
tion. Since pupils from disadvantaged backgrounds are concentrated in rela-
tively poor settlements or areas, a strong positive correlation can be observed
between the wealth of local governments and the proportion of pupils from
disadvantaged backgrounds. This means that the observed effects of income
differences between local governments have the consequence that areas with
a higher share of disadvantaged pupils spend on average less on education.
The relationship between expenditure and local government income holds both
for purchases and for wages separately: relatively rich local authorities spend
more on wages as well as on purchases per pupil than do the administrations
of poorer settlements. In villages, population wealth exerts an even greater
influence on kindergarten spending than it does on primary school expendi-
ture; that is, quality kindergarten education services in villages are even more
hampered by the current funding scheme (HERMANN, 2005a).

Town administrations and some village administrations maintain more
than one school. The allocation of funding across schools is the responsibil-

121 The effects of non-local school attendance on equity are discussed in Chapter 5 of this volume.
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[FIGURE 10.1]
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ity of local authorities. In settlements with more than one school substantial
differences can be observed between schools in terms of expenditure. Look-
ing at schools run by local governments, per-pupil spending varies between
schools within settlements as much as it varies between settlements, and with
all schools taken into consideration, within settlement variation is greater than
between settlement variation (Figure 10.2).

Within settlements, higher spending per pupil is observed for schools with
arelatively large share of disadvantaged pupils. Higher spending may indicate
that these schools receive more support from local authorities but it could also
follow from relatively small pupil enrolment, which may be the result of these
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schools being less popular with parents, leading to under-utilization of capac-
ity. For the schools of local governments maintaining more than one school,
a higher average settlement income (and lower share of disadvantaged pupils
in the settlement) goes together with a stronger correlation between the share
of disadvantaged pupils and per-pupil spending. That means that relatively
poor local governments do not (cannot) redistribute resources within their
settlements to allocate additional resources and improve teaching conditions
at schools with relatively unfavourable pupil compositions (HERMANN, 2007a).

Local governments receive several types of grants from the central budget,
most of which are proportional to the number of students enrolled.? The fund-
ing for public education is built on a basic per-student grant and supplemen-
tary formula grants, which local authorities can freely redistribute between
education and other services. The per-student grants do not vary between local
governments, the system disregards differences in settlement income, in fiscal
capacity and any possible differences in costs. The number of various stand-
ard and supplementary grants steeply increased from the 1990s onwards: in
1995 there were 16 types of grants for education, which, with some dips and
rises, then grew to 60 types by 2004. In addition to these lump-sum grants,
some earmarked grants and project funding schemes (granted through a tender
procedure) have been introduced from 1997 onwards, which must be used for
pre-determined educational purposes.

The introduction of specific non-earmarked and earmarked grants was an
attempt to find a solution to the genuine problem that school maintaining lo-
cal authorities greatly differ in their fiscal capacity and there may be substan-
tial differences in costs between settlements. Costs may vary especially great-
ly between small settlements. Local governments maintaining just one school
have less room for manoeuvre in the influencing of costs and, moreover, they
typically have fewer local resources at their disposal to support their schools
than does the average local government.

The substantial cost differences come from variation in school size, the
condition of school buildings, energy expenses or teachers’ experience and
qualifications (affecting wage costs), which are not reflected in invariable per-
student grant rates. Due to the increase in the number of grant entitlements,
as of the late 1990s significant support can be claimed with reference to settle-
ment type and pupils’ social circumstances, and there are grants encouraging
school maintaining associations of local governments and supporting the com-
muting of students between settlements. At the beginning of the new millen-
nium the share of these grants exceeded 10 per cent of total central funding.
The expansion of the number of grants, however, has not achieved an income
redistribution among individual local governments that could cancel out the

In September 2007 a so-called educational performance indicator was introduced, which is still based
on a single measure, the number of pupils enrolled, but it unequivocally defines preferred and fund-
ed numbers of instruction hours per pupil and per teacher as well as class size. (HERMANN, 2007b).

248



Grants directly aimed at
reducing disadvantages can-
not compensate for the gap
between the expenditures of
local governments.

Voluntary associations are an
inadequate solution to the
problem of providing quality
education for disadvantaged
pupils; they may contribute
to the gap between disad-
vantaged regions and the rest
of the country.

M INSTITUTIONAL STRUCTURE AND FUNDING IN EDUCATION  [Julia Varga]

correlation between education expenditure and local governments’ fiscal posi-
tion. Although with the increase in the share of general redistribution income-
related disparities in educational spending had been somewhat reduced by the
turn of the millennium, it still remains significant (HERMANN, 2005a). The cur-
rent education funding system does not ensure wealth neutrality.

2. The inadequacy of special purpose grants. Grants directly aimed at reducing
disadvantages (skills development grant, integration grant) cannot compensate
for the settlement income-related gap of over 20 per cent between the expendi-
tures of urban local governments; it has increased per-pupil spending by only
a few percentage points. Targeted grants amount to an added expenditure of 1-5
million Hungarian forints per school among urban schools and 0.6-4.5 million
forints per school among village schools at most — if the local authorities run-
ning the school do not decrease their spending financed from local resources
and non-earmarked grants, — an amount which is insufficient for quality educa-
tion provision (HERMANN, 2006). This sum covered in-service training for a few
teachers per year but did not allow schools to raise teachers’ pay to a significant
extent or to employ support staff or introduce other significant changes aimed
at improving teaching quality. Since local governments consider their total budg-
ets in distributing resources, an increase in the amount of ear-marked and other
special purpose grants tends to lead to a saving in local resources.

With the current system of funding and allocation of responsibilities, educa-
tional conditions for disadvantaged pupils can only be improved if the substan-
tial differences between local governments in their fiscal capacity are mostly
equalised. This is, however, a purely theoretical solution since the size of local
governments and the great variation in their fiscal capacity mean that equali-
zation could only be realized through redistribution on such a large scale that
it would be excessively wasteful and no longer efficient. The persistently low
level of central funding, on the other hand, does not make it possible for local
governments with relatively poor fiscal capacity to provide high quality serv-
ices. It is clear that a major revision of the allocation of responsibilities and of
the funding system is needed.

3. Associations. The central administration seeks to tackle problems of cost ef-
ficiency and economy of scale and to equalize differences in educational serv-
ices by encouraging voluntary associations through a combination of financial
and legislative means (a special purpose formula grant for associations and
a regulation requiring schools with less than eight grades or with pupils below
a specified threshold to join an association). In the wake of changes to the regu-
lations the number of local governments participating in institution maintaining
associations significantly increased in 2007 (LANNERT, NEMETH & SINKA, 2008).
Voluntary associations are, however, an inadequate solution to the problem of
providing quality education for disadvantaged pupils; they may, in fact, con-
tribute to the gap between disadvantaged regions and the rest of the country.
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One reason is that the poorest local governments with no local resources,
where disadvantaged pupils are concentrated, are often left out of associations.
The story of pupils living in Csorog village* was an extreme manifestation of
this problem, where the local government did not have a school and was not
in a position to establish one but none of the surrounding settlements admit-
ted the children of Csorog to their schools. This particular case was eventually
settled thanks to an ad hoc agreement but it has highlighted a general prob-
lem: the current fragmented and in some ways dysfunctional network of lo-
cal administration is required to meet an overly wide range of responsibilities
and current regulations cannot even guarantee that all children receive com-
pulsory education. The problem is that the legislation does not specify whose
responsibility it is to ensure basic educational services, i.e., the requirement of
compulsory education in the event that local governments — through no fault
of their own — fail to do so.

Since under current legislation there is no means to create associations
covering all local governments in a situation where this would be against their
will, the central administration has attempted to encourage associations not to
refuse underprivileged settlements by introducing incentives. The Public Edu-
cation Act as amended in 2007 states that in allocating funding priority must
be given to associations which include disadvantaged settlements or where 25
per cent or more of the children of poor and uneducated parents. These incen-
tives may alleviate the problem but fail to provide guarantees that the most
disadvantaged settlements will be allowed to join associations.

There is another reason why voluntary associations are not an assured
solution to the problem of creating the conditions of quality education for
disadvantaged pupils: the fiscal capacity of local governments forming an as-
sociation may be equally poor or equally good. By exploiting the advantages
of economies of scale, associations can improve their services but the mere
existence of an association does not guarantee that the financial conditions
for quality services will be produced. To achieve that goal, the central fund-
ing received by the local governments running schools would need to com-
pensate for differences in fiscal capacity. For an association of poor local gov-
ernments, for instance, the special purpose association grant is insufficient
to fund quality services. Studies comparing schools run by associations to
schools maintained in small settlements reveal that there are hardly any sig-
nificant differences between the two groups in terms of learning conditions
(HORN, 2005).

Csorog was given municipality status in 2002 but it did not have a school. The local authorities
signed an agreement with neighbouring Sz&d, which had to be renewed annually, to fulfil the re-
quirement of basic education provision. At the beginning of the school year of 2007/2008, how-
ever, Sz4d refused to admit the 30 Roma children from Csorog and as associations are formed on
a voluntary basis, none of the local governments could be compelled to admit the children.
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4. The effects of free school choice under the current institutional structure. Un-
der the current school management system — with a policy of free school choice
— it is common for primary schools located in towns or major villages to attract
about a quarter of primary-age children living in surrounding smaller settle-
ments, especially children from families with a relatively high social status. As
a result, most schools run by village administrations in villages surrounding
urban areas are typically attended by the children of local unskilled, poor, un-
employed and uneducated parents. The education providers within commuting
distance of each other are de facto interrelated but they do not assume any de
jure institutional responsibility for each other, although the close relationship
between them has a substantial effect on the distribution of advantages and
disadvantages. Within the current system of local government rights and du-
ties, however, there can be no equal opportunity law or regulation that could
provide a solution to this problem. The reason being that the problem stems
from the fact that constitutional order is not in harmony with reality, namely
that settlements within reasonable commuting distance of each other have
a shared responsibility for the entire population of every settlement in the area.

S. Teacher employment problems. An extensive range of publications and em-
pirical studies is available to show that the quality and effectiveness of educa-
tion and pupil learning outcomes strongly depends on teaching quality. (See,
for instance, KERTESI & KEZDI, 2005 and an overview by McKinsey & Company:
BARBER & MOURSHED, 2007.) In Hungary, a large number of teachers are employed
at low wages in public education. The teaching workforce is larger than neces-
sary because teacher numbers have not been reduced in proportion with the
decline in the number of pupils. After 1990 the number of pupils declined to
a far greater extent than the teaching workforce at primary schools, and the
increase in the number of secondary school pupils did not keep pace with the
expansion of the teaching workforce at secondary schools. With education ex-
penditure held constant, there is an inverse relationship between employment
level and teachers’ pay. Hungary is one of those countries where both the pupil-
teacher ratio and teachers’ relative wages are low. Without the rationalization of
employment policies, the only way to realise long-term improvement in teach-
ers’ pay conditions would be to increase educational expenditures to such an
extent that there would be an intolerable strain on the budget.

The excessive teaching workforce does not follow from the existence of
a large number of small schools. Only a small proportion of all teachers are
employed by small schools: the closure of all schools with less than 200 pupils
would only effect a reduction of 3 per cent in the total teaching workforce (HER-
MANN, 2005b). The pupil-teacher ratio decreased uniformly across towns and
villages and across settlements with different demographic profiles (Figures
10.4 and 10.5), including settlements where the number of school-age children
did not decline or, on the contrary where a substantial increase happened to
be experienced (HERMANN, 2007b).
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Teachers’ salaries with
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per capita and pupil/
teacher ratios in primary
and lower secondary
education (ISCED1-2) in
OECD countries, 2005

[SOURCE] OECD (2007).

[FIGURE 10.4]
Pupil/teacher ratios
at kindergartens and
primary schools

by settlement type,
1991-2005

[SOURCE] HERMANN (2007b).
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In addition to the inflexible local adjustment to demographic change, the
decline in pupil-teacher ratios is also related to various regulations, such as
statutory teaching hours, the definition of allowances for teaching hours and
the authorization or support of curriculum modifications. A further factor is
that employment decisions are separated from funding decisions. Teachers are
public sector employees employed by their school and teacher salaries — to-
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[5

fied statutory teaching hours and minimum and maximum class sizes.

Local authorities typically have to resort to extreme measures — school clo-
sure or merger — to reduce the teaching workforce as they have little room for
flexible adjustments in either employment or pay policies. Schools are closed
to reduce the number of employees if local authorities face a substantial fall in
the level of funding from the central budget (HERMANN, 2007b). These budget
cuts have a one-off effect: they prompt local governments to cut spending in the
short term, which does not necessarily lead to an improvement in efficiency in
the long term since the focus is on reducing costs and less or no consideration
is given to maintaining or improving the quality of services. In Hungary very
few people are employed part-time or on an hourly basis in public education.5
Teachers have high job security due to their status as public sector employ-
ees and for the past one and a half decades teacher trade unions have focused
their activities on preserving teaching jobs. The most recent amendments to
the legislation on public sector employment and education — increased statu-
tory teaching hours, the introduction of workforce planning — are aimed at
rationalizing workforce size, and the introduction of a three-year trial period
for new teachers could be a step towards quality selection.

6. Problems related to teachers’ pay. The stability in the number of teaching jobs
has been accompanied by a steep fall in the relative wages of teachers, which
has been only temporarily mitigated by teacher pay rises. Since the size of the

In 2005 non-pensioner part-time teachers accounted for 0.2 per cent and pensioner part-time
teachers made up 5.7 per cent of teaching staff in primary education. In secondary education 0.6
per cent of teachers were in part-time non-pensioner employment and 9.8 per cent in part-time
pensioner employment, as shown by the Hungarian Public Employment Service payroll survey.
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[FIGURE 10.6]

Qualified teachers’ salaries
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workforce remained constant, the increase in salary levels lost its value with-
in a few years. The greatest loss in relative wages was experienced by young
teachers in the first ten years of their careers. In 1989 new teachers had been
in a better position relative to other graduate employees than their older col-
leagues but over the next few years they experienced the greatest decline in
their position relative to other graduate employees with the same years of ex-
perience. This trend was a direct consequence of the fact that while the labour
market value of young graduates’ qualifications had dramatically increased
over the years (KERTESI & KOLLG, 2002; KEZDI & KOLLO, 2000), public sector sala-
ries can increase only as a function of experience and qualifications. Teachers’
pay therefore could not follow the rising value of higher education degrees and
a career in teaching became an even less attractive option for young graduates
than it was for older colleagues (Figure 10.6). The relative position of young
teachers with university degrees declined even more than that of young teach-
ers with college degrees (Figure 10.7).

Teacher employment and pay policies have encouraged negative selection
processes among people considering a teaching career. A teaching major in
higher education is chosen by students with relatively poor skills, it is the weak-
est among them who become teachers following graduation and repeatedly
among those it is again the weakest who stay in the profession for longer than
a few years (VARGA, 2007) — which constitutes a firm barrier to the renewal of
public education. In countries with the most successful public education sys-
tems, in addition to selection for teacher training, a career in public education
has been made attractive to gifted young people by offering starting teacher
salaries approaching the level of starting salaries typical in other graduate pro-
fessions (McKinsey report: BARBER & MOURSHED, 2007).

Teachers’ salary scales, where pay levels are effectively determined by level
of education and years of experience, leave very little room for more difficult
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[FIGURE 10.7]

Qualified teachers’
salaries as a percentage of
equivalent level graduate
salaries by years of
experience, 2005

[SOURCE]

Public Employment Service
payroll surveys.
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work to be recompensed, which means that disadvantaged children are more
likely to be taught by teachers with relatively poor skills and knowledge. Teach-
ers’ pay schemes make barely any provision for rewarding quality work. The
share of allowances that can be paid to reward quality work or difficult working
conditions is so small that it cannot cover the difficulties a teacher has to cope
with. The negative selection processes observed among young graduates must
be stopped, the extra efforts needed to provide quality education in disadvan-
taged settlements and/or for disadvantaged pupils must be rewarded and the
funding system and teachers’ pay scales should be revised. To put a halt to the
declining trend in the quality of teaching it is necessary — but not sufficient —
to reduce the size of the teacher workforce and to reallocate the resources thus
freed to improve the relative income position of teachers, taking differences in
responsibilities into account. Better pay conditions will not improve teaching
quality unless workforce reduction is accompanied by quality selection and
salaries are raised according to merit. Introducing salary supplements for start-
ing teachers can help to make teaching careers more attractive but it is more
difficult to sustain the value of supplements and continue their payment in-
definitely, compared to having them incorporated in standard pay scales.

7. Teachers of children from disadvantaged background. The decline in teaching
quality has an overall adverse effect on pupil outcomes but pupils from disad-
vantaged backgrounds, who have even less than usual access to quality teacher
services, are especially badly affected. A substantial proportion of local govern-
ments do not have other sources to supplement teachers’ salaries because of the
relationship pertaining between the incomes and the educational expenditures
of local governments. As a result of residential segregation, a significant propor-
tion of disadvantaged pupils live in relatively poor settlements where teachers
are paid the lowest or close to the lowest salary defined by the pay scale and
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where other cost saving measures are also sought. This means that a larger ele-
ment of teachers working here have no qualifications or lower qualifications than
teachers in richer settlements and also tend to be younger, in lower pay grades.

These schools employ a significantly larger proportion of young teachers
under the age of 35 and there are more teachers with no teaching qualifications
and fewer teachers with university degrees. At small village schools a high share
of classes are given by unqualified teachers (13.4 per cent), which is also fre-
quent at large village schools (9.1 per cent) compared to town schools (3.1 per
cent) (HORN, 2004; HERMANN, 2005b). Schools attended by a large proportion
of Roma pupils operate with a lower share of teachers qualified for the subjects
taught compared to the average school and teacher absenteeism is also more
common than average (HAVAS & LISKO, 2006). Disadvantaged pupils’ foreign
language classes are also considerably more likely to be taught by unqualified
instructors. This is partly the consequence of disadvantaged pupils living in
relatively poor settlements where local authorities are not in a position to pay
higher wages, but a correlation has also been found between the proportion
of at-risk pupils and the likelihood of unqualified teachers within settlements
as wages do not compensate for the more difficult work of teachers at schools
with a large share of disadvantaged pupils (LINDNER, 2007). As a consequence
of differences in the difficulty of work, quality teachers can be expected to
leave schools with a large share of disadvantaged pupils even if there is no dif-
ference in wages (the mechanisms behind this process are discussed in Part 2
of KERTESI & KEZDI, 2005) and the typically lower wage levels further strengthen
this effect. That is, it is the least qualified teachers among the overall declin-
ing quality teacher workforce that are found at schools attended by a relatively
large proportion of disadvantaged pupils.

8. The relationship between school effectiveness and the distribution of resourc-
es. The current institutional structure makes it impossible to introduce a qual-
ity assurance and accountability system providing appropriate incentives. As
specified by the current Public Education Act, schools and the local authorities
maintaining them are responsible for sustained school failures as measured by
the National Assessment of Basic Competencies programme: they are required
to prepare an action plan which clearly defines strategies of enhancing educa-
tional services. However, poorly performing village schools which are mostly
attended by children with problems and which are likely to be hampered by
alack of resources do not have access either to the funds needed to reform their
educational services or to suitable teaching staff and professional competences.
If the powers and responsibilities of providing education were allocated in ac-
cordance with the reality of the free school choice system, the responsibility
of reforming institutional organisation and education services in response to
sustained school failures would lie with a broader education providing com-
munity, which had the necessary resources, entitlements and professional
competences, and could reasonably try to turn around their declining schools.
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= SUGGESTIONS

1. To moderate the substantial gap between the expenditures of schools and to
achieve lasting improvement in the financial conditions of educational institu-
tions serving underdeveloped regions and/or attended by a large proportion of
disadvantaged pupils without significant extra burden on the central budget,
the structure of local administration and the allocation of responsibilities need
to be fundamentally revised. There are two feasible options for restructuring:
1. the responsibility of public education provision can be transferred from
local authorities to a higher level of administration, and 2. public education
can be funded directly from central budget sources. As the latter solution was
not supported by the Education Round Table, our suggestions are based on
the first possible solution, where education provision remains a decentralised
task. However, in this case a pre-requisite of efficient locally managed public
education services is to create a powerful intermediate level of administration,
the level of micro-regional governments and to allocate the responsibility for
providing public education to this level.¢ This step (similarly to a decision to
introduce centralised education provision) requires qualified majority voting
but appears to be unavoidable if the conditions of education are to be balanced
across the country.

We propose that once the local administration system has been restruc-
tured, public education provision responsibilities should be transferred from
the level of local governments to the level of micro-regional governments in the
medium term (in four or five years). We propose that micro-regional education
districts should be defined with the aim to co-ordinate local education, em-
ployment and funding policies and thus establish informed regional education
policies under the leadership of an elected education official vested with broad
powers. Micro-regional school management has the benefit that differences in
micro-regional income generating abilities are easier to equalize among larger
units of administration while micro-regional school management retains the

The need to maintain a sustainable public education system and to reduce profound inequalities
in the conditions of public education is not the only reason why it is vital to restructure the system
of local administration and create a firm intermediate level of government. Restructuring is also
needed for the efficient delivery of several other tasks since local authorities are currently respon-
sible for the provision of a considerable share of public services. In Hungary it is not only the issue
of public education that calls for a reform of local administration although problems of sustaining
public education services may constitute a sufficient reason for reforms, as was the case in Scan-
dinavian countries in the 1970s (CALDWELL & HARRIS, 2006). It is a reasonable option for Hungary,
as well, to start the implementation of the necessary reform of local administration with consid-
eration to the apparently “particular” problems in public education. Firstly, education services
constitute a major element of local government responsibilities, public education expenditure ac-
counts for about 30 per cent of total local government expenditure. Secondly, the concerns of
public education and those of some other local government services stem from the same problem,
namely that the system of local administration is far too fragmented to meet the broad range of
responsibilities assigned to local authorities.
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advantages of a decentralised system and can accommodate users’ needs and
local differences in costs.

2. We propose that micro-regional education districts within each micro-region
should be granted independent fund management entitlements and should be
authorised to make micro-regional education and funding policies based on
their own budgets and fund management entitlements. We propose that all
central funding allocated to micro-regions — which is intended to fund run-
ning costs — should be directed to education districts. Investment and build-
ing maintenance costs should be covered partly by the micro-regions’ local
resources and partly by special-purpose grants.

3. We propose that central funding allocated for educational services to mi-
cro-regional education districts should be made available to the districts with
the restriction that it can only be used for the purposes of education. (Simi-
lar models can be found in other countries with decentralised, local educa-
tion management systems, such as the United Kingdom.) We propose that
a funding model should be created which allocates two types of funding to
micro-regional education districts. One part of the funding should finance
school and kindergarten budgets at institutional level while the other should
be reserved for education related services at micro-regional level (school bus,
basic art instruction, educational counselling services, pedagogical services
for schools, etc.). We propose that both types of funding should be allocated
using a formula based on the size of school-age population (rather than the
number of pupils enrolled), various characteristics of local educational service
provision, the proportion of pupils from disadvantaged backgrounds and the
fiscal capacity of the micro-region. This formula ensures that budget alloca-
tions to micro-regions are distributed according to pre-defined and tractable
rules while funding rates per pupil can differ between micro-regions with dif-
ferent characteristics.

4. We propose that the budgets of micro-regional education districts should
be subject to regulations dividing the total budget into school budgets and
resources covering micro-regional services. Micro-regional authorities should
be permitted to use central education funding allocated to micro-regions
for non-educational purposes by penalising non-educational use (through
a repayment requirement). Beyond this restriction, however, the authorities
should be free to decide how to spend their delegated funding and should
be licensed to transfer local resources to their education budgets. To encour-
age a predictable and transparent relationship between education districts
and individual schools, we propose that micro-regional education districts
should be formally required to distribute the micro-region’s school budget
funding according to a pre-defined formula which takes into account differ-
ences between schools in terms of responsibilities and costs. The funding
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formula should be defined by the micro-regional education district. Non-
governmental education providers should also receive their budget alloca-
tions from micro-regional education districts and their funding should also
be calculated according to the formula used for schools under the manage-
ment of micro-regional authorities. This would help local education policies
to take into account the activities of schools which are not owned by the state
or run by micro-regional authorities.

5. To create the conditions of rational finance and human resource management
employer rights should be divided between micro-regional education districts
and schools, and teachers should be employed on a contractual basis.

6. The implementation of the model outlined in paragraphs 1-5 above is a long-
term task. In the short term a considerable proportion of local education au-
thorities will not be able to produce the resources needed for proposed changes
involving increased running costs (such as the expansion of kindergarten serv-
ices for children from disadvantaged backgrounds or the recognition of more
difficult work in teachers’ pay) as these plans are most likely to be relevant
to local governments in regions with a persistent shortage of resources and/
or characterised by social deprivation. This being the case conditional grants
should be allocated in the short term for the implementation of these tasks.
To moderate the increase in costs, to make funding claims transparent and to
reduce the incidence of unauthorised use, we propose that per-pupil public
education grants should be claimed and accounted for according to the pupil-
level database of KIR (Public Education Information System), which is based
on education identification numbers uniquely assigned to each pupil.

7. In order to enhance service quality and to reverse negative selection proc-
esses observed among teachers, the teachers’ pay scale should be revised for
the period of time during which teachers are employed as public sector em-
ployees. This should involve a revision of career advancement schemes to ef-
fect substantial improvement in the relative salaries of teachers at the initial
stage of their careers setting the target to match an average graduate salary
within about five years. This pay rise applies to teachers employed in public
education with less than ten years experience — about 10-12 per cent of the
teaching workforce. The extra wage costs could be covered by funds saved by
rationalising the teaching workforce and due to the decline in pupil numbers
(see Chapter 13).

8. We propose that more difficult working conditions should be taken into ac-
count to a far greater extent in determining teachers’ salaries. Since these work
conditions are especially typical of institutions in regions with a persistent
shortage of resources and/or characterised by social deprivation, a dedicated
source of funding is needed.
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9. The restructuring of the institutional and funding system is a necessary but
not a sufficient condition of reducing the gap between school achievements.
We propose that a centralised, comprehensive inspection system should be set
up (modelled on the British Ofsted programme). The inspection system should
be maintained by the Hungarian Educational Agency — which should be given
extended powers — and the new Educational Agency should be accountable
to Parliament. The Educational Agency should issue a comprehensive inspec-
tion report on every school (including schools that operate within the public
education system but are not maintained by the state or micro-regions) every
three or four years. Inspection should be carried out according to a standard-
ised methodology taking school specific characteristics into account (site of
operation, socio-cultural background, the main objectives and priorities of
the institutions) and assessment should cover pupil outcomes (including the
results of the National Assessment of Basic Competences), teaching quality
(teaching methods and teacher evaluation, the school’s relationship with par-
ents and local society) and school management. We further propose that the
Educational Agency should regularly review the strategic education policy
documents of micro-regions and analyse the causes of achievement differenc-
es between individual schools and the causes behind variation in educational
conditions across individual schools. Based on the results of assessment, the
Educational Agency should make recommendations for intervention and sanc-
tions in specific cases.

Related to the reform of the local administration model, the restructuring
of the institutional and funding system is a task that can be completed in the
medium term. It needs to be preceded by careful preparations and is contin-
gent on a political consensus needed for the amendment of legislation requir-
ing a two-thirds majority. Preparations should be started without delay and
a detailed proposal for the new institutional and funding model should be
produced. Several components of our suggestions can be implemented in the
short term: the powers and organization of the Educational Authorities can be
adjusted and the assessment of schools and local authorities responsible for
public education can begin in 1-3 three years. The revision of teacher salary
scales can begin in the near future with the objective of closing the gap be-
tween new teachers’ salaries and average graduate salaries and to allow more
difficult work conditions to be recompensed. The reform must be preceded by
negotiations and an agreement should be reached with teacher trade unions
to establish that the salary model cannot be revised unless the teaching work-
force is reduced in proportion with future demographic changes and to define
the outcome of the revision, the timing of salary increases and the principles
of revising salary scales.
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= COSTS, BENEFITS, LINKS TO OTHER PROGRAMMES

Among the tasks proposed to be implemented in the short term, extra funding
is required to set up the inspection system under the supervision of the Edu-
cational Agency. This step is related to Objectives 3.3.2 of the Social Renewal
Operative Programme (TAMOP) and can be financed from its resources. Since
the inspection programme can be implemented by restructuring current or-
ganisations and involving the knowledge centres proposed for the enhance-
ment of assessment and evaluation and accountability, it requires modest ex-
tra resources.

The costs of revised salary scales depend on the future size of the teach-
ing workforce, changes in the distribution of teachers according to years of
experience and the rate of pay increases. Higher financial rewards for difficult
work conditions constitute additional costs in proportion to the rate of salary
adjustments and the number of teachers entitled to adjustments.

In the long term the reform of teacher salary schemes — together with the
reform of teacher education — can have a significant effect on teaching qual-
ity and can bring decisive improvement in the effectiveness of education. To
achieve lasting improvement, however, it is essential to reach a consensus even
though teacher trade union leaders are expected to show strong resistance since
the revision of salary scales is conditional on the continued rationalisation of
the teaching workforce.

The extension of the powers of the Educational Agency can have the long-
term effect of establishing a feedback-driven education development model.
The inspection programme, however, may earn the disapproval of both schools
and the authorities maintaining them, which can be allayed by emphasising
the supportive character of the system.
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The Constitutional Court of the Republic of Hungary
Budapest

Dear Sirs,

Exercising our right as specified by Paragraph (4) §21 of Act XXXII of 1989 on the Con-
stitutional Court (henceforth the Constitutional Court Act),

WE REQUEST

that based on Paragraph (1), §49 of the Constitutional Court Act the Constitutional Court
establish that the legislator neglected legislative duties and created an unconstitutional
situation by failing to provide legislative guarantees of free access to primary education
for those whose local authorities cannot by any means — by maintaining an institution
or by forming an association or making other local arrangements — fulfil their service
provision duty. This may lead to a situation where the children concerned cannot con-
tinue their — in principle compulsory — primary school studies. This constitutes an
infringement of the right to education as set out in §70/F of the Constitution, specifi-
cally the right of access to free and compulsory primary school services. It is similarly
an infringement of children’s rights as set out in Paragraph (1), §67 of the Constitution
and a barrier to the fulfilment of the requirement of compulsory education as speci-
fied in §70/F of the Constitution and of parents’ or carers’ duty to have their children
educated as specified in §70/J.

The Constitutional Court is hereby requested to call upon the Parliament to fulfil its
legislative duty within a specified time limit.

JUSTIFICATION

As stated in Paragraph (1), §70/F of the Constitution the Republic of Hungary accords
its citizens the right to education and Paragraph (2) spells out that the Republic of Hun-
gary guarantees this right — among other measures — by providing free and compulsory
primary education services. As stated in §70/F of the Constitution the responsibilities
of the state to ensure the conditions of exercising the right to education differ accord-
ing to the level of education. From among the different levels of education (termed
primary, secondary and higher education in the Constitution), “primary education is
free and compulsory for all” [1310/D/1990. CC Ruling, ABH 1995. 586.]. This aspect of
the right to education is therefore an unconditional human right and an obligation, the
conditions of which must be created by the state for every single school-age child. If
the state fails to fulfil this constitutional duty, it causes an infringement of the human
rights of those concerned on the one hand and obstructs the fulfilment of the consti-
tutional requirement to enrol in primary education on the other.

As specified by current regulations the right to primary education is enforced through
the obligation of local governments to provide educational services. As set out in Para-
graph (3), §3 of Act LXXXIX of 1993 on public education (henceforth the Education
Act) the state ensures free and compulsory primary education through the institution
maintenance activities of government organisations and local governments and by
specifying state and local government obligations of service provision. Paragraph (4),
§8 of Act LXV of 1990 on local governments asserts that local governments of settle-
ments are under obligation to make provision for primary education.
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The ultimate guarantee of access to primary education for those who are entitled
to the right to primary education is provided by the institution of non-selective school
admission, which is defined in Paragraph (2), §66 of the Education Act. The provision
states that “the primary school — including the designated school — is required to ad-
mit primary school-age pupils who permanently or temporarily reside in its catchment
area” (henceforth school with non-selective admission).

If, however, a local government which is under obligation of service provision does
not make provision for a school with non-selective admission by maintaining an in-
stitution, forming an association or making any other arrangements, a situation may
arise in which affected parents and primary school-age children do not have access to
primary education and cannot fulfil their obligation to enrol in primary education. Cur-
rent regulations do not offer these citizens any effective means of exercising their rights.
As published in Report 3016/2006, the Ombudsman for national and ethnic minority
rights investigated specific cases where the right of Roma children to primary educa-
tion was jeopardised for the reasons explained above, which the Ombudsman found
to represent a constitutional anomaly. The case reported by the Ombudsman confirms
the claim that current regulations do not offer adequate guarantees for exercising the
right to free and compulsory primary education and this deficiency in the regulations
endangers the enforcement of this fundamental right.

The absence of appropriate rules further offends children’s right to receive from their
families, the state and society the care and protection needed for their due physical,
intellectual and moral development, as guaranteed by Paragraph (1), §67 of the Con-
stitution. The internationally recognised catalogue of children’s rights, the Convention
on the Rights of the Child adopted on 20th November, 1989 in New York, which was
declared in Hungary in Act LXIV of 1991, set out the right to education in Article 28.
Section 1.a) of the Article — similarly to the Constitution — states that the signatory
parties to the Convention must ensure free and compulsory access to primary educa-
tion for everyone.

The absence of guarantees of access to primary education does not only obstruct
compliance with the requirement of §70/F of the Constitution of compulsory primary
education but also thwarts the fulfilment of the constitutional obligation of §70/J of
the Constitution which requires parents and carers to provide for the education of their
minor children.

It is general practice for the Constitutional Court to make a decision of unconstitu-
tionality caused by omission if no guarantees of the enforcement of fundamental rights
are provided and when the defective legislation endangers the enforcement of funda-
mental rights [22/1990. (16 Oct.) CC Ruling, ABH 1990, 83, 86.; 37/1992. (10 June) CC
Ruling, ABH 1992, 227, 232.; 6/2001. (14 March) CC Ruling, ABH 2001, 93, 103.]. [For
the most recent case see 46/2007. (27 June) CC Ruling.]

With consideration to the above we respectfully request the Constitutional Court to
call upon the Parliament to rectify this situation of unconstitutionality caused by omis-
sion and fulfil its legislative duty within a reasonable time limit.

Budapest, 11th December, 2007
(Signed)
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Dear Petitioners,

In response to your — unmodified — petition to the Constitutional Court to make a de-
cision of unconstitutionality caused by omission I once again offer the following in-
formation.

As set out in Act XXXII of 1989 on the Constitutional Court (henceforth the Con-
stitutional Court Act) the Constitutional Court is essentially concerned with the in-
vestigation of the constitutionality of regulations and other legislative means of state
administration. Paragraph (2), §22 of the Constitutional Court Act states that petitions
for Constitutional Court proceedings shall include well-defined requests and specify
the justification for the requests. As set out in Paragraph (2), §21 of the amended and
standardised Decree 3/2001 (3 Dec) on the provisional procedures of the Constitutional
Court and their publication (henceforth the Procedures), a request is well-defined pro-
vided that in addition to the regulations to be investigated the petition also identifies
those provisions of the Constitution which — in the petitioner’s view — are violated by
the mentioned regulations. Further, the Constitutional Court is not satisfied with refer-
ences to individual provisions of the Constitution but requests the petitioner to clarify
why and in what way the regulations under discussion violate the given provisions of
the Constitution (472/B/200 CC Ruling, ABH 2001, 1655; 494/B/2005 CC Ruling, ABH
2002, 1783, 1784).

The Constitutional Court rules unconstitutionality caused by omission if the legis-
lative body has neglected its legislative duty imposed by regulatory authorisation or
omitted to define regulations in an area within its authority and responsibilities and
thus given rise to unconstitutionality. The Constitutional Court further rules unconsti-
tutionality caused by omission if as a result of omission by a legislator the guarantees
of enforcement of a constitutional fundamental right are absent.

You raise the objection in your petition that the Parliament has “failed to provide leg-
islative guarantees of free access to primary education for those whose local authorities
cannot by any means — by maintaining an institution or by forming an association or
making other local arrangements — fulfil their service provision duty.” Your petition,
however, does not reveal what legislative guarantees you have in mind; nor does it re-
veal why and in what way the presumed omission violates the — mentioned — provi-
sions of the Constitution.

With consideration to the above, your petition to the Constitutional Court does not
contain a well-defined request as specified by §21 of the Procedures. Should you con-
tinue to wish the Constitutional Court to take action, kindly amend your petition —
within 15 days of receipt of this letter — to include the above information. Please note
that in the event that the necessary amendments are not made or the specified deadline
is missed, the Constitutional Court cannot take lawful action.

Finally, I would like to inform you that you have previously appealed to the Con-
stitutional Court with regard to this matter but as on that occasion you failed to make
the requested amendments, your petition was filed under case number 1493/J/2007.
Please find a copy of the proof of delivery of my earlier registered letter requesting the
amendments enclosed with the current letter.

Kindly accept the information hereby provided.

Budapest, 17th June, 2008
(Stamped and signed)
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Dear Sirs,

Exercising our right as specified by Paragraph (4), §21 of Act XXXII of 1989 on the Con-
stitutional Court (henceforth the Constitutional Court Act), our petition (Case Number
282/E/2008) requested that based on Paragraph (1), §49 of the Constitutional Court
Act the Constitutional Court establish that the legislator neglected legislative duties and
created an unconstitutional situation by failing to provide legislative guarantees of free
access to primary education for those whose local authorities cannot by any means —
by maintaining an institution or by forming an association or making other local ar-
rangements — fulfil their service provision duty. This may lead to a situation where the
children concerned cannot continue their — in principle compulsory — primary school
studies. This constitutes an infringement of the right to education as set out in §70/F of
the Constitution, specifically the right of access to free and compulsory primary school
services. It is similarly an infringement of children’s rights as set out in Paragraph (1),
§67 of the Constitution and a barrier to the fulfilment of the requirement to enrol in
primary education as specified in §70/F of the Constitution and of parents’ or carers’
duty to have their children education as specified in §70/J.

We respectfully requested the Constitutional Court to call upon the Parliament to
fulfil its legislative duty within a specified time limit. We uphold our appeal with the
following justification.

As stated in Paragraph (1), §70/F of the Constitution the Republic of Hungary ac-
cords its citizens the right to education and Paragraph (2) spells out that the Republic
of Hungary guarantees this right — among other measures — by providing free and com-
pulsory primary education services. As stated in §70/F of the Constitution the respon-
sibilities of the state to ensure the conditions of exercising the right to education differ
according to level of education. From among the different levels of education (termed
primary, secondary and higher education in the Constitution), “primary education is
free and compulsory for all” [1310/D/1990. CC Ruling, ABH 1995. 586.]. This aspect of
the right to education is therefore an unconditional human right and an obligation, the
conditions of which must be created by the state for every single school-age child. If
the state fails to fulfil this constitutional duty, it causes an infringement of the human
rights of those concerned on the one hand and obstructs the fulfilment of the consti-
tutional requirement to enrol in primary education on the other.

As specified by current regulations the right to primary education is enforced through
the obligation of local governments to provide educational services. As set out in Para-
graph (3), §3 of Act LXXXIX of 1993 on public education (henceforth the Education
Act) the state ensures free and compulsory primary education through the institution
maintenance activities of government organisations and local governments and by
specifying state and local government obligations of service provision. Paragraph (4),
§8 of Act LXV of 1990 on local governments asserts that local governments of settle-
ments are under obligation to make provision for primary education.

The ultimate guarantee of access to primary education for those who are entitled
to the right to primary education is provided by the institution of non-selective school
admission, which is defined in Paragraph (2), §66 of the Education Act. The provision
states that “the primary school — including the designated school — is required to ad-
mit primary school-age pupils who permanently or temporarily reside in its catchment
area” (henceforth school with non-selective admission).
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If, however, a local government which is under obligation of service provision does
not make provision for a school with non-selective admission by maintaining an in-
stitution, forming an association or making any other arrangements, a situation may
arise in which affected parents and primary school-age children do not have access to
primary education and cannot fulfil their obligation to enrol in primary education. Cur-
rent regulations do not offer these citizens any effective means of exercising their rights.
As published in Report 3016/2006, the Ombudsman for national and ethnic minority
rights investigated specific cases where the right of Roma children to primary educa-
tion was jeopardised for the reasons explained above, which the Ombudsman found
to represent a constitutional anomaly. The case reported by the Ombudsman confirms
the claim that current regulations do not offer adequate guarantees for exercising the
right to free and compulsory primary education and this deficiency in the regulations
endangers the enforcement of this fundamental right.

The absence of appropriate rules further offends children’s right to receive from their
families, the state and society the care and protection needed for their due physical, in-
tellectual and moral development, as guaranteed by Paragraph (1), §67 of the Constitu-
tion. The internationally recognised catalogue of children’s rights, the Convention on the
Rights of the Child adopted on 20th November, 1989 in New York, which was declared
in Hungary in Act LXIV of 1991, set out the right to education in Article 28. Section 1.a)
of the Article — similarly to the Constitution — states that the signatory parties to the
Convention must ensure free and compulsory access to primary education for everyone.

The absence of guarantees of access to primary education does not only obstruct
compliance with the requirement of §70/F of the Constitution of compulsory primary
education but also thwarts the fulfilment of the constitutional obligation of §70/J of
the Constitution which requires parents and carers to provide for the education of their
minor children.

It is general practice for the Constitutional Court to make a decision of unconstitu-
tionality caused by omission if no guarantees of the enforcement of fundamental rights
are provided and when the defective legislation endangers the enforcement of funda-
mental rights [22/1990. (16 Oct.) CC Ruling, ABH 1990, 83, 86.; 37/1992. (10 June) CC
Ruling, ABH 1992, 227, 232.; 6/2001. (14 March) CC Ruling, ABH 2001, 93, 103.]. [For
the most recent case see 46/2007. (27 June) CC Ruling.]

In response to you request of amendment therefore we maintain that the regulations
constitute a violation of the Constitution because as a result of a legislative omission no
guarantees are provided for the enforcement of a fundamental right and this deficiency
endangers the fulfilment of that fundamental right.

The fundamental right primarily affected is the right to education as specified in
§70/F of the Constitution, specifically the right of access to free and compulsory primary
education. The right to education as set out in §70/F of the Constitution is a second
generation cultural right and the state enjoys considerable freedom in its realisation
leaving room for considerations of economic means as well. The Constitution, however,
contains regulations on sub-rights within the right to education, some of which sub-
rights appear as unconditional human rights that the state is under legal obligation to
realise. These include the right of access to free and compulsory primary education,
which means that in Hungary every school-age child has the enforceable right to have
access to free primary education. It follows from the above that the state may be consti-
tutionally required to create the guarantees, including relevant legislative regulations,
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needed to ensure that no persons entitled to free primary education are at any time
prevented from having access to free primary education.

We believe that these legislative guarantees are currently unavailable. Current legis-
lation [Paragraph (2), §66 of the Education Act] names the institution of non-selective
school admission as a guarantee of the above. Practical experiences suggest, however,
that this institution cannot fulfil its function of assurance without fail. The cause of
failure may be a situation where a local government in principle under obligation of
service provision does not provide for non-selective school admission (because it does
not maintain an educational institution and does not have a relevant agreement with
school maintaining authorities). In this case those concerned have no effective means
of enforcing this requirement and at the end of the day, will thus fail to have access to
free primary education. The deficiency in the regulations therefore endangers the reali-
sation of a fundamental right and, as the Ombudsman’s investigations discussed above
demonstrate, it has even led to a violation of this fundamental right in specific cases.

To our knowledge, the legislator has considered a number of regulation options which
— provided that they conform to other constitutional requirements — could eliminate the
problem of missing guarantees. Possible solutions under consideration have included
the options to amend the Local Government Act and the Education Act to vest public
administration offices with the power to monitor lawfulness, to make associations ob-
ligatory in specific cases and to authorise courts to order the signing of agreements. No
genuine progress has been made to date, however, in terms of legislation.

IN SUMMARY:

In your letter requesting the amendment of our petition the objection is raised that our
petition does not define the regulatory guarantees that we have in mind. These are le-
gal requirements that guarantee the right to free primary education to all entitled in the
event that the local government which is in principle under obligation of service provi-
sion fails to arrange for non-selective school admission. We believe that no regulations
to this effects — as we have detailed above — are currently available.

You further object that our petition does not specify why and in what way the pre-
sumed omission violates the relevant provisions of the Constitution. The omission vio-
lates §70/F of the Constitution in that it gives rise to an infringement of that sub-right
of the right to education which asserts the right to free and compulsory primary edu-
cation. It constitutes an infringement of this sub-right because it is an unconditional
human right which must be guaranteed by the state in all cases (including cases where
a local government fails to fulfil its obligations), and which must be legally enforce-
able. The current legislation, however, fails to guarantee the enforcement of this right;
actual events have provided evidence that the deficiency of the regulations may prevent
children entitled to free primary education from having access to it.

If following the First Secretary’s preparatory procedure it is upheld that there is no
lawful means of continuing Constitutional Court procedures, appealing to Paragraph
(2), §23 of the Procedures we request that our petition is presented to the President of
the Constitutional Court.

With reference to the above we continue to respectfully request the Constitutional
Court to call upon the Parliament to rectify this situation of unconstitutionality caused
by omission and fulfil its legislative duty within a reasonable time limit.

Budapest, 9th July 2008 (Signed)
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