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EXECUTIVE SUMMARY

Preschool education (PSE) plays a
crucial role in the development of children
and also has significant positive socio-
economic effects on the whole of society,
as revealed in many empirical studies
devoted to this subject, among which the
best known are the studies on investment
in early childhood education conducted
by James Hackman, and a recent study
on the correlation between attending
preschool education and scores achieved
in PISA tests, conducted in 34 OECD
countries.

The experience accumulated in this
area has led to a global shift in thinking
in the scientific community, increasingly
gaining the support of policy makers,
who now argue that the primary role of
preschool educational institutions should
be educational and developmental rather
than just the previous primary role of child
care. Recognizing the significance of
these changes, the Ministry of Education
of Montenegro and UNICEF Montenegro
initiated the compilation of a study whose
results are presented here, and which
is aimed at developing scenarios of the
widening of preschool education to all
children aged 3 until primary-school age,
especially those from disadvantaged and
marginalized groups.

The analysis of the strategic and
the regulatory framework for PSE in
Montenegro shows that the importance of
preschool education for child development
is properly recognized and that there
exists a sound basis for programming its
further development. The strategy for early
preschool education for the period 2010-
2015, developed in 2010, establishes the
maintaining of quality services for early
childhood development and education
starting from birth until primary school
entry.
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The Strategy for Early Preschool
Education explains the main reasons
that the coverage has not been wider: on
one hand, it is the lack of space in the
current PSls that is particularly acute in
the municipalities of Kolasin, Rozaje,
Plav, Tivat, Podgorica and Herceg Novi;
on the other hand, in the municipalities
of Andrijevica and Savnik, data suggests
the presence of insufficiently utilized
physical facilities, which may be the
result of dispersion of villages and
distance from educational units, so it is
necessary to consider innovative models
of services and work in order to increase
the coverage.

Also, assignificant percentage of parents still
believe that their child is better off at home
than in preschool education institutions,
failing to grasp the real benefit from their
child attending preschool at this age of his/
her development. Without systemic efforts
to raise parents’ awareness of the benefits
and significance of preschool education,
no universal coverage of children by
preschool education would be possible in
Montenegro.

The regulatory framework of preschool
education (PSE) in Montenegro is provided
by: the General Law on Education (GLE)
and the Law on Preschool Education
(LPSE), the Law on Primary Education
(LPE) and the Law on Social and Child
Welfare (LSCW). The main relevant
provisions may be summarized as:

= PSlIs are financed from the budget
(GLE Art. 135 and 136), while parents
only finance children’s food costs
(LPSE Art. 35.1);

= Children from the most vulnerable
groups and those whose families are
beneficiaries of social benefits do not
pay food costs (LPSE Art. 35.3);

= Children in Montenegro go to school

in September of the calendar year in
which they turn 6 (LPE Art. 31). This



means that they are on average 6.2
years old when they start going to
school;

= A preschool preparatory programme
(PPP) is to be provided for all children
in a municipality who are aged 5
years, until the time they go to school
(LPSE Art. 16.2 and 16.3);

Preschool education (PSE) in Montenegro
is mainly delivered through preschool
education institutions (PSIs) that can be
state-run or private. There are 21 state
PSIs that have a total of 102 educational
units and they are a dominant provider of
PSE. Privately licensed PSls exist only
in a few urban areas and cover a small
number of children (maximum 3% of the
total number of children). They all teach
according to publicly approved educational
programmes. PSIs are comprised of
créches (for children aged 0-3) and
kindergartens (for children aged 3-6).

The total number of children that attend
PSE in Montenegro was estimated to be
15,604 children. Out of the total number of
children aged 0-6, one-third attend PSE.
Looking across the age groups the rate of
coverage of children by PSE is significantly
lower for children aged 0-3, where only
15% attend créche, compared to the 3—6
age group where over one-half attend
kindergarten. Looking at kindergarten
children, the highest coverage is in Budva
(94%) and the lowest in Rozaje (just over
10%).

The size of groups in state PSls shows
a wide variance across municipalities in
our target age group (3-6 years): from
41 children per group in Herceg Novi and
Podgorica’s JPU “Ljubica Popovic”, to
Andrijevica which has only 12 children per
group. In fact, many of the kindergartens
in the southern and central regions of
Montenegro function above full capacity,
while many of the ones in the northern
region function below full capacity.

When adjusting the group size to legal
standards, it shows that there is a total
of 3,377 children aged 3-6 that are
supernumerary in Montenegrin PSls,
which is almost 30% of the total children of
kindergarten age that are attending PSls.

Primary educational programmes (full-day
and half-day) comprise almost 100% of
PSE. There is also a ‘short programme’
that only 0.8% of children from 3 to 6
years attend. Most of the children attend
the full-day educational programmes
(more than 98% of children in créche
and 88% in kindergarten) as opposed to
the half-day programmes (less than 2%
in creche and 11% in kindergarten). Half-
day programmes are not at all available
at some PSIs, so we cannot be sure
what would have been the preferences
otherwise. Some of the PSls that offer only
full-day programmes seem to be among
those PSils that function far above their full
capacity. Perhaps allowing the parents to
choose also half-day programmes in these
overcrowded PSIs could improve this in
the short run by organizing children who
would have chosen half-day programmes
into two shifts.

The primary goal of the field research
(survey) was to gather information nece-
ssary to calculate the cost of one child
who attends a full-day programme in
kindergarten. The cost measurement was
performed following the cost aggregation
explained in Myers (2008) and applied
in Ravens (2010). According to the data
gathered, the simple mean of the total

1 The short programme represents continuous or
occasional activities that may be organized one
or several times a week, lasting three to four
hours. As for children who are one year away
from starting school and who are not included
in the primary programme, PSI must offer PPP
in the form of a ‘short programme’, in order to
enable better preparation of children for primary
school (LPSE, 2011). This short programme is
currently organized only for children who are to
start going to primary school in the next calendar
year, in two PSls in Podgorica, for two hours a
day.
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costs (recurrent and capital) per child was
€1,222. This indicator was too volatile (has
a high variability?) to have any reasonable
viability. In the cost-per-child composition,
the most significant part was the salaries
of employees with a share of more than
three-quarters (75%). The next category
by size was food, which contributed 11%
to total per-child costs. Teacher education
had a minimal share in per-child costs
for both state and private PSls. This is
important since teacher training will need
investment in order to provide a good-
quality preschool preparatory programme.

The survey reveals that almost 80% of
the total revenues come from the state,
while parents’ contributions comprise the
rest. The share of the total budget for PSE
out of GDP in 2012 in Montenegro was
0.38%. This compares quite unfavourably
with Serbia, which allocates 0.43% of
its GDP for the PSE budget, as well as
with  OECD countries that allocate, on
average, 0.5% of their GDP for financing
PSE. In the PSI (and state) budget there
are no allocations to deal with the costs of
current maintenance of and repairs to PSI
buildings.

The annual recurrent cost of one child in
a full-day kindergarten programme, also
called the unit cost, is estimated using
a four-step approach, and it amounts to
€1,066. From this cost we estimate all the
others, including PPP costs.

The  currently implemented  short
programme in Montenegro lasts only
two hours and for child development
reasons we need to develop a preschool
preparatory programme (PPP) that lasts
for three hours, and that should last a
minimum of 10 months per year and five
days a week, so that each child receives

2 This means that the individual observations differ
significantly compared to the average. One of the
measures that reveals volatility is the standard
deviation.
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600 hours per year of preschool education.
The unit cost of PPP was estimated to
be €266.50 per child annually. This unit
cost, together with the c-coefficient (or
‘c-density’), is used in a formula proposed
by UNDP to estimate the annual PPP
costs per child for each municipality. The
c-coefficient is used to account for the
regional differences that give rise to higher
transportation costs (either of children
travelling to kindergarten or having the
teachers go to the children), and to allow
for a smaller group size that is less cost-
efficient.

Next, the costs of achieving universal PPP
coverage, which assumes introducing
PPP coverage for all children over 5 in
2015, for all children over 4 in 2017 and for
all children over 3 in 2019, are estimated.
The resulting costs of universal coverage
by PPP of children who are currently not
included in preschool programmes start
from less than €1 million in 2015 and 2016,
and rise to around €3.4 million in 2019 and
2020, when all three generations are being
covered by PSE. This is the additional
amount of PSE costs generated by PPP
that we need to provide the financing for.

The total estimated recurrent costs of the
PSE range from less than €18 million in
2015 to more than €20 million in 2020. In
the total PSE costs, the component of the
primary programmes’ costs is slightly less
than €17 million throughout this period,
while the PPP costs comprise the rest.
The state budget covers approximately
75% of the total estimated PSE costs
(the PSE state budget was estimated to
comprise 0.38% of GDP, the same as in
2012). Costs that cannot be covered by
the state budget range from €4.4 million
to €5.6 million annually. They rise as the
number of generations covered by PPP
grows.

Parents could finance the difference
between the PSE revenues and costs from



the state budget. Currently the parents pay
an amount of €40 per month for the full-day
primary programme and €20 per month
for the half-day primary programmes for
the food costs of their children, which has
been redefined to €1.80 and €0.90 per
day on the days that the child actually
attends the PSI. The latter policy solution
does not seem to be efficient, as it seems
that the revenue realization is in some
cases prohibitively low. While the actual
attendance rate in each of the PSls is not
lower than 80%, the average attendance
rate as measured by the fee realization
from parents is below 50%?3.

With such revenue realization, it is not
possible to make commitments for future
policy measures. We strongly suggest
that this policy — whereby the parents pay
for the days their children show up at the
PSI — be amended. The possible solutions
could range from strictly demanding that
the parents’ contribution be paid once the
child is enrolled, regardless of whether he/
she attends the PSI on a particular day or
not, to allowing non-payment (of 50% or
less of the daily fee) if the child is not able
to attend the PSI for more than one week
and only with the child’s doctor’s written
approval. Allowing for a fixed amount to be
paid each month and a variable amount
depending on the child’s actual attendance
would be less preferable because it would
face the same problem of non-realization
of revenues.

Various scenarios regarding modes
of calculating PSI fees payable by the
parents were developed. Assuming that full
monthly payment of fees is administered,
costing scenarios allow for monthly costs

3 The total sum of parental contribution received
by PSIs in 2012 is extremely low and reveals
that parents pay the fees, on average, for less
than 50% of the total number of days. This
implies that the PSI attendance rate is less than
50%. On the other hand, when asked about the
average attendance rates, the PSls provided the
information that the average attendance rate is
over 80%.

for parents to be below the threshold of
€40 per month for the full-day and €20
per month for the half-day programme (it
varies down to around €36 and €14 per
child per month). Assuming that parents
pay the fees only 80% of the time the
monthly fee payable rises significantly. It
varies depending on the chosen scenario,
but gravitates towards €44 and €22 per
child per month, for the full-day and half-
day programmes respectively.

In the last chapter the amount of ‘initial
investment’ (capital costs) necessary
for the proposed PSE coverage is
estimated, and solutions are proposed.
The total number of spaces for children
(both for primary and PPP educational
programmes) needed in 2015 is 3,400
and it grows to around 6,700 in 2020.
Most of this space is actually necessary to
overcome overcrowdedness in the primary
programmes (full-day and half-day)
within some PSlIs (around 3,150 spaces
throughout the observed period) while the
rest is for PPP that has a growing demand
of just a few hundred spaces in 2015 to
the almost 4,000 additional spaces that
are needed in 2019.

This additional capacity can be provided
within the existing facilities, where
possible, or by looking for spaces available
in primary schools or other government
buildings, by building the additional space
within the existing PSls or by creating new
ones. To our knowledge, the Montenegrin
government is well aware of these needs
and is already building new capacities
in some of the municipalities, while
having plans to build more in some other
municipalities.

A Study on Investing in Early Childhood Education in Montenegro 11



INTRODUCTION

Preschool education (PSE) plays a crucial
role in child development and also has
significant positive socio-economic effects
on the whole society, as revealed in many
empirical studies devoted to this subject.
High-quality preschool programmes lead
to a reduction in school dropout and
grade failure rates, better educational
performance, and have a variety of socio-
economic returns: reduced crime and
unemployment rates as well as decreased
other non-functional behaviour among
those who attended these programmes
(Lynch, 2005). Also, different documents
by international organizations advocate
investment in a fairer and better-quality
preschool education which would have
manifold returns, and it is the most socially
marginalized that especially benefit from
it (OECD, 2006; EACEA, 2009, OECD,
2011). Investing in preschool education
is also viewed as one of the most cost-
effective investments in improving the
lives of individuals and the country as a
whole.

It is for this very reason that the Ministry
of Education of Montenegro and UNICEF
Montenegro initiated compilation of
a study, and its finding are conveyed
here, aimed at examining the ways that
preschool education services can be
expanded to as many children as possible,
especially to those from vulnerable
and marginalized groups. To this end,
current costs and funding of preschools
have been analysed and scenarios have
been prepared for financing expansion
of the coverage of preschool education
in Montenegro. Coverage expansion
scenarios for preschool education have
been formulated as a combination of
two approaches: improving coverage of
children to preschool education in terms of
the age of children and the equality of their



access. Scenarios were primarily related
to the preschool education of children
up to a year before their enrolment in
primary school but they would also include
gradual expansion of coverage to younger
age groups. Additionally, scenarios for
enhancing coverage of preschool edu-
cation place particular emphasis on
marginalized and the most vulnerable
groups of children: Roma and Egyptian
children, disadvantaged children and
children with disabilities.

PURPOSE AND OBJECTIVE OF
THE STUDY

The purpose of the present study is
analysis of the financing scenarios for
preschool education, with a special
emphasis on socially excluded and
marginalized children. The three main
objectives of this study were:

= Preparing financing scenarios
to ensure universal coverage of
children with Preschool Preparatory
Programme (one year before
enrolling at primary school) as well as
scenarios for the gradual expansion
of the coverage with ECE services of
children age 3-5 years, with the goal
of achieving universal access. Focus
is placed on marginalized and the
most vulnerable groups of children;

= Providing recommendations  for
normative models of financing
services of preschool education to
ensure that the most vulnerable
children/families are involved; and

® Providing recommendations to
optimize the use of assets present in
preschool institutions while remaining
within the available/planned budget.

This report is structured as follows. The
first chapter presents an overview of
scientific studies which have considered
the importance of preschool education and

which make a strong case for investing
in universal preschool programme
coverage. This chapter also provides
an overview of the strategic framework
for preschool education in Montenegro,
while chapter 2 provides an analysis of
the regulatory framework. Chapter 3 looks
into the current situation of the preschool
institutions in terms of the number of
children, groups and the teaching and
support staff, while chapter 4 deals with
the recurrent costs and revenues of
preschool institutions. Chapter 5 illustrates
the method of calculating the unit price for
the three-hour preschool programme and
submits the running costs of universal
coverage of children age 3-6 by the
primary preparatory programme (PPP).
Chapter 6 provides information as to the
full price of universal preschool coverage
of children age 3-6. This chapter also
provides an overview of possible sources
of raising the funds required to ensure
universal coverage of preschool education
for children 3-6 in reference to different
scenarios and methods of distribution of
costs. Chapter 7 discusses the capital
investments necessary to achieve full
coverage of all children age 3—6. The final
section provides the main conclusions and
recommendations arising from this study.

A Study on Investing in Early Childhood Education in Montenegro 13






In scientific circles concerned with the
well-being and development of children,
preschool education long ago became
recognized as one of the main tools
for social inclusion and addressing the
problem of poverty. Abundant literature
is available both in the field of economics
and in the field of psychology, discussing
importance of preschool education for
the subsequent schooling performance
of the child, but also for the broader
socio-economic  achievements of a
society as a whole. In addition, neuro-
scientific evidence indicates that special
attention should be paid to preschool child
development since this is the period of the
most intense development of higher brain
functions.

1.1 THEORETICAL AND
EMPIRICAL FINDINGS
ABOUT EFFECTS OF
PRESCHOOL EDUCATION
ON CHILD DEVELOPMENT

The body of research dealing with this
issue can be divided into two major groups.
The first group of studies on the importance
of preschool education tackles universally
accessible preschool education and
its importance for later development
(Magnuson et at, 2004; Fitzpatrick, 2008;
Gormley Jr. et al. 2008; Berlinski et al.
2009; Cascio, 2009; Havnes and Mogstad,
2009). They underscore the critical impor-
tance of preschool age in terms of laying
the groundwork for future schooling
and education, which is why systematic
social upbringing at this age is of singular
importance for the formation of a child.

For example, Felfe and Lalive concluded
that “high-quality centre-based care
(preschool, author’s note) promotes child
development both in terms of cognitive
and non-cognitive skills”. They also found
that the extra children attending preschool
because access is less restricted benefit

more from formal care than the average
child placed in preschool — and conclude
that this finding is consistent with the fact
that restrictive access favours children
from advantaged backgrounds (Felfe and
Lalive, 2010). In one of their later papers
they conclude that “Universally accessible
(preschool, author’s note) care can even
contribute to decreased inequalities across
children from different socio-economic
backgrounds® (Felfe & Lalive, 2012).

Similar conclusions are presented in
Gorey’s lucid study made in the field of
psychology. The findings of Gorey’s meta-
analysis, which included 35 experimental
and quasi-experimental studies in the field
of preschool education, testify to the fact
that the cognitive effects of high-quality
educational intervention at an early age are
significant and remain high even after 5-10
years, while the emergence of various social
problems such as early school dropout,
unemployment and criminal behaviour,
remains significantly lower among those
who had attended pre-primary education
even after 10-25 years (Gorey, 2001).

Similar to the findings of the above studies
and empirical researches, analyses based
on the scores in the PISA test suggest that
attending preschoolis linked to subsequent
student success in countries which have
managed to improve the quality of their
preschool education. The conclusions of
the “PISA in Focus, 2011” report, drawing
on data from the PISA tests conducted in
34 OECD countries in 2009, suggest that
15-year-old students who had attended
pre-primary education for more than one
year outperformed students who had not,
in reading assessments. The performance
gap in the reading assessments was 54
points, which corresponds to one and
a half years of formal schooling. After
accounting for the socio-economic status
of students, the difference dropped to 33
points, but the gap still remains statistically
significant. Findings also suggest that the
relation between preschool attendance

A Study on Investing in Early Childhood Education in Montenegro 15



and subsequent success correlates to the
characteristics of the education system,
and that it is directly proportional when:

a) A broader cross-student population
has access to preschool education;

b) Preschool education lasts longer;
c) The pupil-to-teacher ratio in
preschool education is smaller; and

d) More funds are invested per child in
preschool years.

The most famous research in this area is
that by James Heckman, a Nobel Laureate
in economics, who devoted a large part of
his research to the importance of investing
in early educational development of the
child. The so-called Heckman Curve in
Figure 1, showing the general conclusion
from numerous studies about the return on
investmentin human capital, is well known.

The figure shows the return on investment
(ROI) in education as a function of age
in life, assuming that equal amounts are
invested for all age groups. Metaphorically
speaking, for one dollar invested at each
age, the dollar would be most profitable
if invested in the child at his/her earliest
age, from 0 to 3 years®*, followed by if
invested in the child at preschool age,
then at school age, while the return is
smallest if invested in a person who has
completed their formal education. In other
words, the investment in learning at an
early age provides a much greater return
on investment than the investment made
later in life. (Heckman, 2012)

4 Of course, it should be remembered that
investing in a 0—3-year-old child does not include
only investments in preschool institutions, but
also any other health/nutritional/educational
investments in children of this age and their
families.

Figure 1. Return on investment (ROI) in human capital as a function of the age in

life
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SOURCE: “The case for investing in young children.” (Heckman, 2012)
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However, numerous empirical studies
have shown that children from
marginalized and socially excluded
families benefit more from preschool
education than other children. Figure 2
is an adaptation of the Heckman Curve
by Woessmann (Woessmann, 2006),
illustrating the described returns of
receiving education at an early age, which
are even more pronounced in the case
of children from lower socio-economic
strata. The figure shows that the return
on investment in education at a younger

age is higher for children from families
with a lower socio-economic status than
for children from families with a higher
socio-economic status, while the situation
reverses with older age and the return
on investment is higher for children from
families with a higher socio-economic
status. Nevertheless, this return on
investment is still significantly lower than
the return on investment in programmes
targeting marginalized children at an
earlier age.

Figure 2. Return on investment (ROI) in human capital as a function of the age in

life and socio-economic status

Rate of return

Children from high socio-
economic background

Early
Childhood

Schools

SOURCE:
(Woessmann, 2008)

In line with the presented findings is
the second group of studies on the
importance of preschool education, which
refers to measuring returns of the quality
intervention programmes targeting children
from disadvantaged families at preschool
age — the Head Start, the Perry Preschool
Project, the Abecedarian Program, and

Higher
education

“Efficiency and equity of European education and ftraining policies.

Age

Training
&LLL

”

the Chicago Child—Parent Centers, which
were organized so as to target children
from marginalized families. The main
conclusion from these studies is that high-
quality preschool programmes have a
substantial positive impact on the child’s
further development, enabling children
from disadvantaged families to achieve a
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balanced educational start (Blau & Currie
2006; Currie, 2001; Heckman, 2007;
Heckman & Masterov, 2007).

For example, studies which evaluated
the Perry preschool programme (which
focused on extremely disadvantaged
children in America and lasted from 1962
to 1967), comparing the outcomes of the
control and treatment groups, found that
each dollar invested in preschool repaid
itself nearly 13 times over through a variety
of benefits arising from higher rates of high
school completion, better labour market
performance and a reduced crime rate
(OECD, 2006).

While this evidence refers to interventions
involving high-quality programmes
administered over half a century ago with
an extremely marginalized group, and the
same ROI could not be expected from the
more general interventions administered
on a general population of children,
an even much weaker ROl would still
constitute a very important benefit for the
society and a compelling argument to be
considered by decision makers in the field
of education (Field et al, 2007).

We also refer to the EPPE? longitudinal
study conducted in the United Kingdom,
suggesting that preschool education can
play an important role in combating social
exclusion and promoting inclusion, offering
a better start for elementary education to
children from marginalized groups. The
study also indicates that both the quality of
experience in the preschool environment
and its quantity (more months, but not
necessarily more hours or days) reflect on
later achievement (Silva et al, 2004).

Barnett's review of 36 studies on the
effects of large-scale public intervention
programmes at preschool age for children
from marginalized families shows that

5 Effective Preschool and Primary Education study
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these programmes have substantial short-
and long-term effects:

= Short-term positive returns are
reflected in higher test scores
signalling an increase in IQ among
children from marginalized groups
who attended these preschool
programmes;

= Long-term positive returns of these
preschool programmes are the
improved well-being of children, their
better social adaptation, ensuring a
solid basis for long-term schooling
and education, contributing to
more equitable educational results,
decreasing poverty and promoting
educational and thus also economic
mobility across generations (Barnett,
1995).

After presenting the above data, the
question arises as to why early childhood
is an important period for the later
development of a person. The answer
could come from another scientific area.
Neuroscientific evidence corroborates
the fact that children experience the most
intense neural development up to the age
of five, which suggests the importance of
adequate early stimulation. Figure 3, taken
from “From Neurons to Neighborhoods”
(Shonkoff & Phillips, eds, 2000), one of
the most referenced books in the field
of neuroscience, illustrates the process
of synapse development for the main
brain function groups: sensory function,
language and higher cognitive functions.
Development of higher cognitive function
culminates in the preschool years and by
the start of elementary school is already
on a downward trajectory. In conclusion,
learning during the preschool period
has the most significant effect on the
further development of mental abilities in
children.



Figure 3. Brain development
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SOURCE: C. Nelson “From Neurons to Neighborhoods” (Shonkoff & Phillips, eds, 2000).

1.2 FUNCTION OF PRESCHOOL
INSTITUTIONS

What we consider to be the function
of preschool institutions has changed
significantly in our region over the last 15
years. Their predominantly childminding
function as an assistance to parents at work
(the care function) has been amended by a
new concept of early preschool education
that promotes early development and
education (the development function of
preschool education).

Montenegro is no different from the rest
of the European countries. Preschools
in nearly all 27 EU Member States have
moved from traditional centres where
children are taken care of to educational
institutions that focus on child development
(EACEA, 2009). However, the current
situation varies widely across European
countries. According to Eurostat, 74%
of 3-year-olds attend preschool in the
European Union, although, there are
large differences between countries. For

example, in Belgium, Spain, France and
Italy nearly all 3-year-olds (over 95%)
are enrolled in preschool. Coverage is
also high in Nordic countries (except for
Finland) and ranges between 80% and
95%. Along with traditional preschool
institutions, assorted alternative services
are available in these countries, resulting
in high rates of attendance at an early age.
On the other hand, in Greece, Ireland, the
Netherlands and Liechtenstein, 3-year-
olds cannot attend public preschool
institutions.

Further research suggests that in
countries where early preschool education
is not free-of-charge, household income
is one of the predicators of children
enrolment in preschool education and
care programmes, and as a rule it is
the children from the marginalized and
vulnerable groups that are less likely to
attend them, despite all the evidence
suggesting that it is thes who need early
preschool education the most. (Field et al,
2007)
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The above analyses are consistent with
the current situation in Montenegro.
According to the 2006 Multiple Indicator
Cluster Survey (MICS5)® in Montenegro
access to preschool education for children
age 3-5 was 40% at that time” while only

6 MICS5 2013 Montenegro preliminary data,
received from UNICEF Montenegro

7  Results on the coverage of children in preschool
education in 2012 show that approximately
one-third of children age 0-6, or about one-half
of children age 3-6, attended the preschool
education system, as will be demonstrated
further down in this study.

9% of Roma children attended some form
of early childhood education programmes.
Also worrying is the difference in
attendance of preschool education
depending on the family financial status:
while 66% of children age 3-5 from
the most privileged quintile attended
some organized preschool education
programmes, only 7% did so in the most
disadvantaged quintile.

Figure 4. Attendance of preschool edu-cation for children age 3-5, by wealth index,

2013
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SOURCE: MICS5 2013 Montenegro preliminary data

1.3 STRATEGIC FRAMEWORK
FOR EARLY AND
PRESCHOOL EDUCATION
FOR 2010-2015

The Strategy for Early and Preschool
Education for 2010-2015 was passed
in 2010. Its guiding principle states “all
children in Montenegro, from birth to
primary school age, shall be provided with
quality services for early development and
preschool education in order to achieve
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their full potential and become active and
productive members of society” (Ministry
of Education and Science, 2010).

Further down, the strategy asserts that
its “aim is to take a comprehensive and
integrated approach to child development
from birth to the age of school entry,
to the support and empowerment of
parents/guardians, as well as of all
relevant stakeholders, to ensure holistic
development of children”. The strategy
is consistent with the relevant strategic



documents at the international and national
levels. Below we list the basic international
documents reflecting the main principles
contained in this strategy:

= The Convention on the Rights of
the Child (1989) obligates Member
States to develop inter-sectoral,
coordinated strategies based on
children’s rights, with a particular
focus on early childhood education;

= The World Declaration on Education
for All(EFA) (1990)—the first objective
of this document is the promotion
of a comprehensive approach to
early childhood development and
education, especially for the most
vulnerable children and children with
disabilities and special needs;

= The UNESCO SALAMANCA State-
ment and Framework (1994) states
that regular educational institutions
must find a way to successfully
educate all children, especially those
with disabilities and special needs;

= The Millennium Development
Goals of the United Nations (2000)
define eight global targets for
combating poverty, hunger, disease
and illiteracy by 2015, of which as
many as seven are related to early
child development.

= A World Fit for Children (2002)
as one of the priorities defines the
provision of quality education for
every child.

The World Bank also supports investing
in early childhood development through
financing, policy advice, technical support
and partnership activities at the country,
regional and global levels (WB, 2014).

The new Millennium Development Goals
for 2015-2030 seem to place even greater
emphasis on the significance of preschool
education than has been the case with the
2000-2015 Development Goals. Objective

4.1 in the new draft of said document reads
as follows: “By 2030 provide all children
with access to quality preschool care and
preschool preparatory education.

We certainly have to mention the
fundamental document of the current EU
strategic framework, Strategy Europe
2020 which indicates that “By the year
2020, at least 95% of children between
age 4 and the age when mandatory
primary education starts, should take part
in early education programmes”.

Other national strategies aimed at
enhancing coverage of children in
preschool programmes, protection against
inequality and the right of access to quality
education for all children, are as follows:
the National Action Plan for Children
(2004-2010), Poverty Reduction and
Social Exclusion (2007-2011), the Action
Plan for Implementing the “Decade of
Roma Inclusion 2005-2015”, the Strategy
for Improving the Position of Roma in
Montenegro (2008-2012), the Regional
Development Strategy of Montenegro
(2005), the Strategic Plan for Education
Reform (2005-2009) and the Inclusive
Education Strategy (2014—2018).

Analysis of the strategic and legal
framework indicates that Montenegro has
recognized the importance of preschool
education and that there is a good
systemic base for its expansion. However,
the main reason for insufficient coverage
stated in the Strategy for Early and
Preschool Education is the shortage of
infrastructural facilities, especially in urban
areas. The Strategy for Early Preschool
Education finds that the main reason why
the coverage was not higher is the lack of
space in the existing PSls, particularly in
urban areas. Overloading of the existing

8 http://www.change.org/p/un-secretary-general-
ban-ki-moon-and-un-member-states-put-early-
childhood-development-at-the-heart-of-the-new-
post-2015-development-framework-to-give-all-
children-the-best-start-in-life
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capacities is especially pronounced in the
municipalities of Kolasin, Rozaje, Plav,
Tivat, Podgorica and Herceg Novi. On
the other hand, in the municipalities of
Andrijevica and Savnik, the data suggests
the presence of insufficiently utilized
physical facilities, since the average
number of children per educational unit is
smaller than the normative. The strategy
further suggests that the low coverage rate
of children by PSE in these municipalities
may be the result of the wide dispersion of
settlements and distance from educational
units, so it is necessary to think about
innovative models of services and work.

The strategy also cites data suggesting
that parents do not recognize enough the
importance of early preschool education,
and that there is still present the attitude
that the children of preschool age are better
off at home than in preschool institutions.
Although about two-thirds of parents stated
that preschool educational institutions are
the best form of caring for children until
their enrolment in primary school (53%
give priority to public, and 13% to private
institutions), every fourth parent (25%)
still believes that grandparents take better
care of children®, not really comprehending
the real benefit of preschool education for
children’s development at this stage. This
data indicates the need for raising parents’
knowledge about the critical importance of
preschool education for the development
of their children.

1.4 SUMMARY OF THE CHAPTER

Preschool education (PSE) plays a crucial
role in child development and also has
significant positive socio-economic effects
on the whole society, as revealed in many

9 Among other parents, 2% chose “nanny”, and
6% did not answer. “Assessments of knowledge,
attitudes and behaviour connected with
childcare” (KAP), UNICEF, 2009, Montenegro.
The survey was carried out on a sample of 1,000
parents or caretakers in the general population
on the whole territory of Montenegro and 200
parents or caretakers from the RAE population.
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empirical studies devoted to this subject.
Abundant literature both in the field of
economics and in the field of psychology,
discusses the importance of preschool
education.

= The first group of studies on the
importance of preschool education
tackles universally accessible
preschool education and its
importance for later development.
They underscore the critical
importance of the preschool age in
terms of laying the groundwork for
future schooling and education.

= Results of analyses based on scores
in the PISA test suggest that attending
preschool is linked to subsequent
student success in countries that
managed to improve the quality of
their preschool education.

= The second group refers to
measuring returns from quality
intervention programmes targeting
children from disadvantaged families
that were organized so as to target
children from marginalized families.
Studies show that these programmes
had a substantial positive impact
on the child’s further educational
achievements, a decrease in the
crime rate and other non-functional
behaviour and a decrease in the
unemployment rate among those who
attended these programmes.

Furthermore, scientific research shows
that the brain develops in such a way that
learning during the preschool age has the
greatest effect on the development of the
further mental abilities of a child.

The mentioned analysis shows that learn-
ing at this age is of singular importance for
the formation of a child. That is the reason
behind a global shift in thinking in the
scientific community, increasingly gaining
support by policy makers, that the primary
role of preschool educational institutions



should be educational and developmental
rather than just its previous primary role of
child care.

Analysis of the strategic and legal
framework indicates that Montenegro has
recognized the importance of preschool
education and that there is a good systemic
base for its expansion. The Strategy
for Early and Preschool Education for
2010-2015, passed in 2010, defines
as its guiding principle the provision of
quality services for early development and
preschool education from birth to primary-
school age for all children in Montenegro.
The strategy is consistent with the relevant
strategic documents at the international
and national levels.

However, a significant percentage of
parents still believe that it is better for
children to be at home than in preschool
institutions, not really comprehending
the real benefit of preschool education
for children’s development at this stage.
This data indicates the need for providing
additional information to parents about
the critical importance of preschool
education for the development of their
children. Without systematic efforts to
raise parents’ awareness about the
benefits and the importance of preschool
education, that take into consideration
the current attitudes towards preschool
education, it will not be possible to achieve
full coverage of children in Montenegrin
preschool education, and thus Montenegro
will lose significant momentum in its efforts
to approximate its development to that of
European Union countries.

A Study on Investing in Early Childhood Education in Montenegro
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Preschool education (PSE) in Montenegro,
from the point of view of subject matter
analysis, is regulated by the following
laws:

= General Law on Education, Official
Gazette of the Republic of Monte-
negro (hereinafter: OGRM) No. 64/02,
31/05, 49/07 and Official Gazette of
Montenegro (hereinafter: OGM) No.
04/08, 21/09, 45/10, 40/11, 45/11,
36/13, 39/13 and 44/13

= Law on Preschool Education, OGRM
No. 64/02, 49/07 and OGM No. 80/10
and 40/11

®= Law on Primary Education, OGRM
No. 64/02, 49/07 and OGM No. 45/10,
40/11 and 39/13

= Law on Social and Child Protection,
OGM No. 27/13

An overview will be provided of each
of these laws, with respect to those
provisions that are relevant for this study.

2.1 GENERAL LAW ON
EDUCATION™ (GLE)

The GLE sets out the basic rules for all
types of education (preschool education,
primary education, secondary general
and vocational education, education of
individuals with special needs and adult
education) in Montenegro and defines
the roles of various institutions. The GLE
regulates how the educational work for all
these types of education is to be organized,
and under what conditions it is to be carried
out (Art. 1). It provides that education may
be delivered within educational institutions
(preschool institutions, schools, bureaus
and with an organizer of adult education
and within student dormitories), that
may be state or private, in line with the

10 OGRM No. 64/02, 31/05, 49/07 and OGM No.
04/08, 21/09, 45/10, 40/11, 45/11, 36/13, 39/13
and 44/13.

GLE and in the manner and under the
conditions prescribed by a separate law
(Art. 3). The GLE defines education to be
an activity of public interest (Art. 4.) and of
a secular character with religious activity
within public educational institutions being
forbidden, except in the case of secondary
religious schools (Art. 5).

The GLE provides that education in
Montenegro is to be provided on the
principles of institutional autonomy from
political influence (Art. 6), non-profit aims
(Art. 7), equal access to education for all
Montenegrins (Art. 8), as well as equality
of all citizens of Montenegro in their right
to education, regardless of their national
affiliation, race, gender, mother tongue,
religion, social background and other
personal characteristics (Art. 9) with any
discrimination being strictly forbidden (Art.
9a).

The GLE provides that preschool
institutions provide preschool education in
line with the law (Art. 27). It also establishes
the National Council as a professional
body with various competences. With
regard to PSE and our scope of interest,
the National Council has the following
competences:

= Developing standards for preparation
of textbooks for preschool education
(Art. 31b.1.5);

= Developing programmes for profes-
sional education and advancement
of directors of PSI) (Art. 31b.1.6) and
work programmes for professional
associates (Art. 31b.1.7);

= Determining the coming into force
of private educational institutions
educational programmes and their
equality with adequate publicly
enforced educational programmes
(Art. 31b.2.3); and

= Approving textbooks and teaching
materials for PSI (Art. 31b.4).

A Study on Investing in Early Childhood Education in Montenegro 25



Several other provisions of the GLE are
interesting for our analysis, namely:

= Article 43a allows for public—private
partnerships in education;

®= The basic terms for establishing
an educational institution are set
out in Articles 46 and 46a (financial
guarantees);

= Articles65-67 provideforconcessional
provision of PSE. In effect, these
articles provide that, should the public
institutions not be able to provide PSE
in accordance with the established
norms and standards, the Ministry of
Education (ME) shall announce a call
for concessions that may be extended
to private institutions, domestic or
foreign, legal entities or natural
persons that fulfil the legal conditions
for performing this activity;

= Part VIIl (Articles 77-86) determines
the management structure; each
educational institution should have
a director with certain qualifications
(Art. 78) and a PSI with more than 600
students can, also, have an assistant
director (Art. 85).

The basis for financing public and
private educational institutions from the
Montenegrin budget is provided in Part
XVII of the GLE. Budget resources will be
provided to a public PSI inter alia, for:

= Gross salaries and other contributions
of employees (Art. 136.1.1),

= Current investment maintenance (Art.
136.1.2),

® Investment in
136.1.3),

= Material costs and energy expenses
(Art. 136.1.4),

= Permanent teacher education (Art.
136.1.5),

= Costs of food for children in PSls
whose parents are recipients of social

institutions  (Art.
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benefits in accordance with adequate
regulation (Art. 136.1.14), and

= Development, counselling and
research work in education, and for
the travel costs of students (Art.
136.1.16).

Furthermore, educational institutions may
be financed from the municipal budget
with respect to certain material costs,
investment in institutions founded by the
municipality, security, mandatory health
and sanitary checks, taxes and other
communal taxes and contributions (Art.
136a).

Public resources are accorded to an
educational institution based on its
“economic costs” per studentforaparticular
educational programme, the number of
children, a coefficient that is assigned to
that programme and other criteria specific
to the educational programme, institution
and particular (geographic) area (Art.
138.1). The specific methodology for
the calculation is to be provided by the
ME in line with the norms and standards
(including those for creating classes and
groups, Art. 138.2 and 4).

A private educational institution may
apply for financing from the budget if
it provides PSE for at least one year
(Art. 139.1). However, in those private
educational institutions that are financed
from the budget, school fees payable per
child may not exceed the fees payable
per child in the public educational
institutions by more than 10% (Art. 142.2).
Finally, in case a private educational
institution, due to losing public funding,
no longer provides a publicly sanctioned
educational programme, the state will
provide appropriate resources for those
children to finish the programme that they
have started. (Art. 145) This is financed
out of their financial guarantee provided
upon establishment (Art. 46a).



2.2 LAW ON PRESCHOOL
EDUCATION" (LPSE)

PSE is provided for children up to school
age and may be organized within a
preschool institution (PSI), educational
centre or resource centre. Article 5.2 of
the Law on Preschool Education (LPSE)
provides that PSE may be performed in
primary schools and in the premises of
other legal persons in accordance with
this law.

Children up to three years of age attend a
créche, while children from three years of
age attend a kindergarten until they go to
school (Art. 8).

Article 11 provides definitions of terms and
defines the most vulnerable population
groups to include children facing difficulties
due to social, linguistic and cultural
obstacles.

Enrolment of children in a PSl is, as a rule,
done in June, after a public announcement;
exceptionally it can be done throughout
the year, in accordance with the PSI's
capacity (Art. 26).

Educational programmes differ by the
number of hours per day that children
spend in the PSI (Art. 13), and may be:

® Full-day programmes lasting 6-12
hours,

® Half-day programmes
hours, and

= Short and specialized programmes
that last 3—4 hours.

lasting 4-6

By types, educational programmes are
divided into primary, short, specialized and
other programmes (Art. 14.1).

Within the primary programmes, teaching
groups of children are formed according to

11 OGRM No. 64/02, 49/07 and OGM No. 80/10
and 40/11.

the following rule depending on the age of
the children, (Art. 24.1):

= 8 children per group for children age
up to 1 year;

= 12 children per group for children age
up to 2 years;

= 14 children per group for children age
2-3 years;

= 10 children in an age-mixed group of
children age up to 3 years;

= 20 children per group for children age
3—4 years;

= 24 children per group for children age
4-5 years;

= 25 children per group for children age
5-6 years;

= 20 children in an age-mixed group of
children age 3-6 years.

Exceptionally, group size may be increased
at the approval of the ME (Art. 24.3)

With regard to short programmes, and in
particular for the preschool preparatory
programme (PPP), the LPSE provides the
following:

= A short programme may comprise
continuous or occasional activities
that may be organized once a week
or more, that may last up to four hours
(Art. 16.1).

® The number of children per group in
short programmes is to be defined in
those programmes (Art. 24.2).

= For children who are not included in
the primary programme, in order to
achieve a more efficient preparation
for primary school, PSIs must offer
a PPP as a short programme. PSls
should organize PPPs for children
who do not attend the primary
programme, at a time and schedule
that does not disturb its regular work
and programme (Art. 16.2).
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= Such a PPP is provided for children
from 5 years of age until they start
going to primary school (Art. 16.3).

Regarding teaching staff and nurses,
LPSE provides the following:

= Teachers, associate teachers and
professional associates may perform
educational work: for children up
to 3 years of age teachers provide
educational work, and medical nurses
in paediatrics provide preventive care;
for children in kindergarten (age 3 until
school age) teachers and associate
teachers provide educational work,
while medical nurses, as a rule
specialized in paediatrics, provide
preventive care (Art. 28).

= Article 29 provides for education
standards of PSI staff: a teacher
may be a person who has completed
further or higher education for PSE;
an associate teacher may be a
person who has completed high
school, further or higher education
of a profile defined by a particular
programme; a professional associate
may be a person who has completed
higher education in a particular
field (psychologist,  pedagogue,
paediatrician, social worker, etc.).

= Teachers, associate teachers
and professional associates have
a minimum of 26 hours working
directly with children per week and a
medical nurse in créche a minimum
of 30 working hours. Since the total
number of working hours per week
is 40, for the rest of their working
hours teachers and medical nurses
in a creche may be assigned to other
tasks in accordance with the PSI
Statute (Art. 33).

Article 28b provides for an Interactive
Service (IS), which is organized in a
PSI that serves remote rural areas.
The IS makes home visits to families
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and children in remote rural areas to
“instruct the parents, promote and realize
programmes and activities that relate to
child development” (Art. 28b.2). The IS
comprises a teacher, an associate teacher
and a professional associate.

The LPSE has provisions dealing
specifically with the food costs of children
in a PSI:

® Food costs of children in a PSI are
payable by parents as provided in a
contract between parents and the PSI
(Art. 35.1). The content of this contract
is determined by the ME (Art. 35.4).

® The management of a PSI, with the
approval of the ME, determines the
total amount of food costs payable
(Art. 35.2).

= Food costs are paid by the Centre for
Social Welfare (Art. 35.3), i.e. Ministry
of Labour and Social Welfare (MLSW)
for:
- Children without parental care;

- Children whose parents are
beneficiaries of social benefits; and

- Children from the most vulnerable
groups.

The last category, children from the most
vulnerable groups, includes “children
facing difficulties due to social, linguistic
and cultural obstacles” (Art. 11.8), that is,
in practice it includes RE children.

2.3 LAW ON PRIMARY
EDUCATION" (LPE)

Article 31 of the LPE provides that children,
who will reach the age of 6 in a calendar
year, are to start going to school in that
year (i.e. in September of that year).

12 OGRM No. 64/02, 49/07 and OGM No. 45/10,
40/11 and 39/13.



2.4 LAW ON SOCIAL AND
CHILD PROTECTION"
(LSCP)

The LCSP defines the funding of food
costs in a PSI to be one of the basic forms
of child social benefit (Art. 40) that is
disbursed under the terms provided by the
LPSE (Art. 46).

2.5 SUMMARY OF THE
CHAPTER

While the General Law on Education
(GLE) sets out the general rules in the
education sector (regarding institutional
and management infrastructure, provi-
sions for setting up the educational
institutions, bodies, budget financing),
the Law on Preschool Education (LPSE)
determines in more detail the rules set out
in the GLE and develops further rules and
standards regarding preschool education
(PSE).

The GLE provides the terms under which
education institutions will be financed
from the state and municipal budgets. It
determines the types of costs covered by
the budget, one of which is the cost of food
for children whose parents are on social
benefit (GLE Art. 136.1.14).

The GLE also provides the terms under
which a private PSI may be financed by
the state budget (GLE Art. 139.1 and Art.
142.2).

The LPSE provides for types of PSE
programmes and their standards regarding
the number of children per group and the
number of hours for each programme. It
sets the rules and standards for teaching
and other professional staff. It also
provides for the establishment of an
Interactive Service (IS) to address some

13 OGM No. 27/13.

of the needs of children and families in
remote rural areas™.

The most important conclusions of the
regulatory analysis performed in this
chapter are:

= PSlIs are financed from the budget
(GLE Art. 135 and 136), and parents
only finance the food costs of children
(LPSE Art. 35.1).

= Children in Montenegro start school
in September of the calendar year in
which they turn 6 (LPE Art. 31). This
means that the children can start
the first grade of primary education
between 5.8 and 6.8 years old, and
they are on average 6.2 years old
when they start going to school.

= PPP is to be provided for all children
in a municipality who are aged 5 years
until the time they go to school (LPSE
Art. 16.2 and 16.3). Even though the
law says that PPP is to be provided
for children from age 5, in practice it
applies to the children who are going
to start school in the next school year
(that is, one preschool generation).

= There is no provision in LPSE on the
number of hours, or how many days
per week the PPP from Article 16 is to
be carried out. However, since PPP is
a short programme (LPSE Art. 16.2),
and a short programme should last
from three to four hours (LPSE Art.
13), this means that PPP should last
3—4 hours.

®" The municipal Centres for Social
Welfare finance the PSI food costs
for both children whose families are
beneficiaries of social benefits and
children from the most vulnerable
groups (LPSE Art. 35.3). The latter

14 This is one of the instruments we could use in
order to achieve full coverage of preschool
children. However, since the IS programme
started in 2013 as a pilot project, the actual costs
are still not available.
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category includes both children with
special needs and children facing
difficulties due to social, linguistic and
cultural obstacles (LPSE Art. 11.8).

The interactive service (IS) as
defined in Article 28b of LPSE is a
very interesting pre-existing modality,
which may not be being used very
frequently at the moment, but could
be used in an expansion strategy. IS,
on one hand, allows for a wider scope
of services of preschool education
and care (as, for example, is the
case with mobile kindergartens in
many countries). On the other hand,
IS may be used to increase the PSE
coverage by raising awareness about
the importance of PSE (for example,
among the parents in the north to
encourage them to send their children
to the short programmes, once they
are created, even if one or more
parents or grandparents are at home
to care for the child).






Preschool education (PSE) in Montenegro
is mainly delivered through preschool
education institutions (PSls) that are
state-owned, but recently private licensed
PSlIs have also appeared’. There is a
network of state-owned PSIs that cover
the territory of Montenegro and they are
the dominant provider of PSE. These
PSls are legal entities organized at the
municipal level and consist of a network
of preschool facilities (units) where
preschool education service is delivered
to children. There are 21 state PSls that
have a total of 102 units. Private licensed
PSls exist only in a few urban areas and
cover a small number of children. They
all teach according to publicly approved
educational programmes. Educational
programmes differ by type. We are
interested in primary programmes, which
may be full-day (that may last from six to
12 hours per day) or half-day programmes
(that may last from four to six hours per
day) and short programmes, one of which
is the preschool preparatory programme
(PPP). A PSI comprises a créche for
children up to 3 years of age, and a
kindergarten for children from 3 years
of age until they go to school. Different
standards apply, with regard to group
size, programmes and teaching staff for
creches and kindergartens.

In this section we will analyse in more detail
the PSls in Montenegro with regard to their
structure and functioning. The ensuing
analysis was done based on primary re-
search performed on Montenegrin PSls
over the period December 2013-January
2014. More details of this research,
including the sample size, will be explained
in the first part of this section, while the
further parts will analyse some of the
results on PSI characteristics.

15 There is also a possibility for private tutoring at
home (LPSE Art. 30).
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3.1 PRESCHOOL EDUCATION
INSTITUTIONS COVERED
BY THE ANALYSIS

Our fieldwork (survey) was defined so that
we gathered primary data on preschool
education institutions (PSI) in Montenegro
regarding the number of children, the costs
of preschool education (PSE) and other
data relevant to our study. Our survey
covered all 21 state preschool education
institutions (PSI) and six (out of 14) private
ones. These, together with the number
of children that attended those PSis,
are presented in Table 1. Comparing the
number of children from state PSIs from
the official data and the ones we present
here, shows minor inconsistencies that
can be accounted for by the different
observation period (we used a calendar
year, while the official data is based on a
school year observation period).



Table 1. PSl included in the study and number of children attending, by age group,
2012

Owner- Children Children

Municipality Name of PSI ship 0-3 3 6
Andrijevica OJ at JU OS “Bajo Jojic” State none 37
Bar  JPUV.lvanovicMasanovic' State 163 591
'Bar  PPU‘Svetonk’ | Private 20 20 |
'Bar  PPU'MalaBaka® | Pivate 3 19 |
'Berane  JPU‘RadmilaNedic® State 105 45
BijeloPolle  JPU ‘Duso Basekic’ State 75 612 |
'Budva  JPU‘“Ljubica V. Jovanovic-Mase” State 240 668 |
| Cefie  JPU‘Zagorka anovie' State 164 388
Danilovgrad  JPU “Irena Radovic’ State 56 284 |
'HercegNovi  JPU “Nasaradost’ State 212 851 |
'Kolasin  JPU“Sestre Radovic’ State 40 123
'Kotor  JPU‘Radost’ State 208 600 |
'Mojkovac  JPU “Jevrosima Rabrenovic-Jevra” State 23 98 |
'Niksc  JPU‘Dragan Kovacevic’” State 210 1026
Plav  JPU‘Degiviic’ Stte 19 197
Plievia  JPU‘Ekobajka” State 90 390
Pluzine  JUOC-Dieqjivtic Pluzine State o 15
' Podgorica  PPU'LagoFrog" | Private 13 40 |
Podgorica  JPU ‘Djina Vibica” State 875 2185 |
' Podgorica  PPU“Maliprinc’ | Private  nome 25 |
Podgorica  JPU “Ljubica Popovic’ State 906 2189 |
Podgorica  PPU“Kucica’ | Private 15 30 |
Podgorica  PPU“Arso’, Konk | Pivate 3 27 |
'Rozaie  JPU‘BoskoBuha® State 18 17|
'sawvk  JUOC-Saik State  none 13 |
‘Twvat  JPU‘Bamb” State 140 442
Ucinj  JPU°Solidamost’ State 56 260

3,663

Of which private: 1.5%

SOURCE: Data gathered by survey (hereinafter: primary data).

A Study on Investing in Early Childhood Education in Montenegro 33



Two important methodological expla-
nations regarding the data should be made
before we analyse the results in Table 1:

I.  First, in this table and throughout our
analysis we divide the children into
two basic age groups: children aged
0-3 and children aged 3—-6. The first
age group comprises children aged
0-3 who attend a créche. The second
age group is our target age group'®. It
includes children who are 3 years old
and above, who attend kindergarten.
Since in Montenegro all children
who are 6 must go to school in
September of that calendar year, this
is the upper age limit for this group.
Finally, we would also be interested
to look into children in the last age
group in kindergarten, children who
will be going to school the following
September and who started the
school year when they were between
4.8 and 5.8 years of age, since they
will be our primary interest group for
PPP programming.

II.  Secondly, since our primary research
goal was to calculate the costs of PSE
per child and the best source of costs
of PSI are available in their annual
accounts, we defined the scope of
our analysis as one year (that is, we
gather data on annual costs and our
observation period is one calendar
year). The field research was done
in December 2013 and January 2014
and the data on costs for 2013 was
not yet available, so we chose 2012
as our observation year. For the
same reason the number of children
attending PSI from our survey
represents the number of children in
the calendar year 2012.""

16 We are estimating the costs per child of a full-
day kindergarten (for 3-6-year-old children)
programme.

17 This was decided in accordance with our
interviews with the representatives of ME and of
PSl in a pilot before running the survey.

34

As explained, our sample which is
presented in Table 1 includes all existing
state PSIs (21 of them): one for each
municipality (except for Zabljak which
is covered by Pljevlja’s state PSI) and
two for Podgorica. This means that we
have a census with regard to state PSls.
Furthermore, our sample includes six out
of the 14 existing private PSls and the PSlIs
were chosen using convenience sampling.
However, due to the fact that state PSls
cover the vast majority of children that
attend PSE, the total error of our sample is
minimal. This we will prove in the following
exercise (see Table 2).

As the last row in Table 1 shows, out of
15,304 children in our sample (3,663 in
creche + 11,651 in kindergarten) less
than 1.5% attend a private PSI. We have
included six out of the total of 14 private
PSls in our study. Using the existing
information, we have estimated the total
number of children who attend PSE in
Table 2. We use the average number
of children in the six private PSls in our
sample (36 children) as an estimate for
the size of the other eight private PSls, the
ones that were not included in our sample.
This gives a total number of 288 children
possibly not included (8x36). We round
it up to a generous 300 (because we can
afford to) and calculate the estimate of
the total number of children that attend
PSE in Montenegro to be 15,604 children
(15,304 + 300). Furthermore, we calculate
the share of private PSls in the estimate
to be a generous 3.3% and conclude that
our sample covers approximately 98%
(a conservative estimate) of the total
population of children in Montenegro who
attend PSE (see Table 2).



Table 2. Estimation of the total population of children in Montenegro age 0-6 who

attend PSE, 2012

Children  Children Children

0-3 3-6 0-6

Estimated share of total population* covered by our sample: 98.1%

* Here the term ‘population’ applies to the population of children who attend PSE.

SOURCE: Primary data and our estimations.

3.2 THE RATE OF COVERAGE
OF CHILDREN BY
PRESCHOOL EDUCATION
IN MONTENEGRO

In the previous section we looked at the
absolute numbers of enrolled children. In
this section we will analyse the coverage
rate, that is, the numbers of children that
attend PSE as a share of all Montenegrin
children in the relevant age brackets.

To calculate the total coverage of children
in Montenegro by PSE, we used data on
the total number of children in Montenegro

obtained from MONSTAT. We needed the
number of children age 0-6 in 2012 and
the census was performed in Montenegro
in 2011. So, the number of children age
1-6 for each municipality was taken from
2011 Census data on children age 0-5.
We assumed that there was no child
mortality and no migration of children within
Montenegro or in and out of Montenegro.
The results of the analysis of the rate of

18 Djeca u Crnoj Gori, Podaci iz popisa 2011.
MONSTAT and UNICEF, 2012, for Census
2011 data. (http://www.monstat.org/userfiles/
file/vijesti/Djeca_u_Crnoj_Gori_crnogorski.pdf)
and the number of newborns in 2012 from the
MONSTAT site.
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coverage of children in Montenegro by  total number of children attending PSE,
PSE are presented in Table 3. As we have  so we can conclude that our calculations
already argued above, the coverage of the  of PSE coverage presented in Table 3
rest of PSls that are not included in our  underestimate the total coverage by a
sample cannot be more than 2% of the = maximum of 2%.

Table 3. The rate of coverage of children by PSE in Montenegro, by municipality, 2012*

Children 0-3 Children 3-6 Children 0-6

Municipality In In Cove- In In Cove- In In Cove-

PSE MNE rage PSE MNE rage PSE MNE rage
High-enrolment municipalities:

Total MNE 3,663 23,903 15% 11,641 22,211 52.4% 15,304 46,114

*Both state and private PSls from our sample are included in this analysis.
SOURCE: Primary data, MONSTAT data on number of children and our calculations.
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The figures we obtained in this analysis
regarding state PSls and their coverage
are fully in line with the official figures.
Slight differences in the number of children
per PSI are due to a different reporting
period. In fact, most of the difference
between the results we obtained and the
official ones stems from the fact that we
have included private PSls in our analysis.
Even though private PSls comprise less
than 1.5% of the total number of children,
their influence is visible. Using both simple
and weighted means in calculations helps
us to see this influence: in calculating the
simple mean across PSls we give equal
weights to private and state PSls; when
using the number of children per PSI to
calculate the weighted means, private
PSls’influence is almost lost because they
have a miniscule number of children.

Since in Table 3 we have analysed cove-
rage across municipalities, we added the
number of children from all PSls in one
municipality to get the total number of
children in that municipality. Furthermore,
we had to add Pljevlja and Zabljak
municipalities together because the PSI
from Pljevlja also covers Zabljak through
one of its units which is located in Zabljak.

As Table 3 illustrates, out of the total
number of children age 0-6, 33.2% attend
PSE. Coverage of children varies across
municipalities and across age groups.
Looking across municipalities the total
coverage of 0—6-year-old children varies
from 6% in Rozaje to 58% in Budva and an
overall pattern is perceived: the coverage
varies from higher in the south to the lower
in the north of Montenegro. Looking across
the age groups the coverage is significantly
lower for children aged 0-3, where only
15% attend créche, compared to the age
group of 3-6 year old children where just
over one half (52.4%) attend kindergarten.®

19 The varying coverage of children by PSE across
municipalities is further analysed in Table 6.

We have ordered municipalities by
coverage in our target age group (children
aged 3-6) so that the municipality with the
highest coverage comes first (Budva with
94% coverage) and the lowest comes last
(Rozaje with just 10% coverage). A natural
split into three sets of municipalities is
visible. Table 3 is arranged to highlight
these three sets of municipalities: the
high-enrolment, the medium-enrolment
set and the set of municipalities with a low
enrolment rate.

The first set includes the high-enrolment
municipalities and consists of five muni-
cipalities: the four most advanced munici-
palities from the southern region? (Budva,
Herceg Novi, Kotor and Tivat), and Cetinje
(from the central region). These five
municipalities are the place of residence
of 15% of the total number of children in
Montenegro. At the same time, out of the
total number of children who attend PSI,
25% of them are in these municipalities.

The high-enrolment set has a total
coverage (weighted mean)?' of 55% of all
children age 0-6 by PSE, much higher
than the overall average (33.2%, see Table
3). Furthermore, this set is characterized by
an extremely high coverage of kindergarten
children (3-6-year-olds). On average
88% of children age 3—6 from this set are
covered by PSE, with Budva having 94% of
children in its municipality attending PSE,

20 Montenegro is divided into three main regions. the
southern region (or coastal region) is comprised
of six municipalities: Bar, Budva, Herceg Novi,
Tivat, Kotor and Ulcinj. The central region is
comprised of Podgorica, Danilovgrad, Niksic and
Cetinje. The northern region is comprised of the
following 11 municipalities: Andrijevica, Berane,
Bijelo Polje, Mojkovac, Kolasin, Plav, Pljevlja,
Pluzine, Rozaje, Savnik and Zabljak.

21 We have decided to use a weighted mean,
where the weights are the number of children in
a particular PSI, as a measure of the average
because we are interested in seeing what
the coverage for a child is. Had we calculated
the simple mean, where each PSI would have
had equal influence on the average value, that
information would have told us the average
coverage of a PSI.
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to the lowest, Cetinje, which has 85% of
children on its territory in PSE.

The medium-enrolment set includes 10
municipalities (if we count Pljevilja and
Zabljak as two separate municipalities).
These are: three out of four municipalities
from the central region (Podgorica,
Danilovgrad and Niksic), Ulcinj and Bar
from the southern region and five more
advanced municipalities from the northern
region (Mojkovac, Kolasin, Plav, Pljevlja
and Zabljak). Out of the total number of
children in Montenegro, 65% of them live
on the territory of these municipalities. Out
of the total number of children who go to
PSI, 65% are in this set.

This is in every aspect a middle set,
with the coverage across all age groups
being almost the same as the total for
Montenegro: total coverage of children
(0O—6-year-olds) with PSE in this set
is 33.6%, as opposed to 33.2% in
Montenegro; 16% of créche-attending
children from this set are covered by PSE,
while for Montenegro the same indicator
is 15%; finally, 52.3% of kindergarten
children in this set attend PSI, while 52.4%
is the average for Montenegro. Being the
most numerous this is understandably also
the set with the most variable coverage of
children. The target group coverage varies
from 62% in Podgorica to 37% in Plav.

Figure 5. Relationship between municipality development index and rate of
coverage of children by PSE, Montenegro, 2012

R’ Quadratic = 0,663
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Cetinje ¢ Herceg Novi ¢
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SOURCE: Our calculation and Strategy of Regional Development of Montenegro, 2010—

2014, for the Development Index
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The low-enrolment set consists of six
northern municipalities that have the lowest
coverage of children in their municipalities:
Andrijevica, Berane, Bijelo Polje, Pluzine,
Rozaje and Savnik. These municipalities
account for 20% of the total number of
children in Montenegro, yet only 9% of the
total children in PSI.

Average coverage in the low-enrolment
set is far below the Montenegrin average.
Coverage of children aged 0-6 by
PSE in this set is only 15%, while the
Montenegrin average is more than double
that (33.2%). While in this set 27% of total
kindergarten-age children attend a PSI,
in the whole of Montenegro it is almost
twice as much — 52.4% of children aged
3-6 attend a PSI.

The total PSE coverage (both créche
and kindergarten) varies from only 6%
in Rozaje to 19% in the municipalities
of Bijelo Polje and Berane. Coverage of
kindergarten varies from 10% in Rozaje
to 35% in Bijelo Polje. These are very
low figures indeed and we can conclude
that this last set of municipalities with
the lowest enrolment rates will present a
challenge and should be given preferential
treatment in the development of strategies
for the full coverage of children.

The relationship between the level of
development of each municipality is
defined by its Development Index?? and
the rate of coverage of children aged
3-6 by preschool education. As we
can see there is strong indication of a
positive relationship between the level
of development of a municipality and the
number of children who attend PSE. The
reasons for this could be the following: that
in the more developed municipalities it is
easier to access the preschool institutions

22 The Development Index was constructed and
presented in the document “Strategy of Regional
Development of Montenegro, 2010-2014",
developed by the Montenegrin government.

(due to the higher population density,
better infrastructure and a higher number
of PSI units); that the parents in the more
developed municipalities are more likely
to be better educated and have better
awareness of the positive effects that PSE
has on their children; that in the more
developed municipalities the parents are
more likely to be working, and hence would
need a childminder; yet another reason
could be that in the more developed
municipalities parents are better-off and
can more easily afford for their children to
attend PSE.

In Figure 5 we also estimated non-linear
regression that has been plotted as a
curve (a parabola). Estimating the (non-
linear) regression function provides us
with information that tells us in which
municipalities the rate of coverage is
higher (above the trend) and in which it is
lower (below the trend) than the expected
level as explained by the Development
Index. For example, we can see that
in the Municipality of Cetinje the rate
of coverage is higher than the level we
would expect bearing in mind the level
of development of this municipality.
Conversely, the Municipality of Podgorica
has a lower rate of coverage than would
be expected when taking into account the
level of development of this municipality.

3.3 THE NUMBER OF
CHILDREN PER GROUP IN
PRESCHOOL EDUCATION
INSTITUTIONS

The number of children per group for
each PSI in our sample is calculated and
presented in Table 4. In this table we have
sorted the cases by the group size for
children aged 3-6 2.

23 See the last column in Table 4.
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Table 4. Number of children per group in PSI, by age group, in Montenegro, 2012

Name of PSI

Municipality

Herceg Novi JPU “Nasa radost’

Podgorica  JPU“Ljubica Popovic’
Cefije  JPU'Zagorka vanovic'
Potgpica  PUDm VoS
Budva JPU “Ljubica V. Jovanovic-Mase”
Pav . JPUDjegjiviic’ |
P PUEode
Berane JPU “Radmila Nedic”

Danilovgrad ~ JPU“Irena Radovic’®
Bar . JPU V. lvanovic-Masanovic’
Kosn  JPU'SesteRadoic |
BieloPolle . JPU'Duso Basekic’' |
Kotor JPU‘Radost’ |
Rozale . JPU‘BoskoBuha® |
Tvat JPU‘Bamb |
Podgorica | PPUArso’, Konk |
Podgorca  PPUMaipine
Ui . JPU“Solidarmost” |
Niksic . JPU ‘Dragan Kovacevic’ |
E PPUS K
Moovac ___ JPU Jevrosima Rabrenoic-Jevre
Podgorica PPU “"Lago Frog”

Bar PPU’Mala Bajka®
Pluzine JU OC - Djegj vrtic Pluzine |
Podgorica | PPU‘Kucica’
Sawik Juoc-sawmk |
Andrjevica  OJatJUOS ‘Bajo Joj’

Total:

Simple mean:

- for state PSls

- for private PSls
Weighted mean:
- for state PSls

- for private PSls

Children 0-3
No. of No.of Children/ No. of
children groups group

212 8 27
w6 29 31
84 6 27
e5 21 32
40 11 2
19 1 19
w0 4 2
S5 5 21
s 2 28
188 5 3
4w 2 20
B3 2
208 9 23
o 1 18
140 6 23
BN
% 2 28
o210 12 18
20 1 20
3 2 12
o1 1 13
R

9 1 9
5 1 15

3,663

SOURCE: Primary data and our calculations.

40

Children 3-6

No. of Children/

children groups group
851 21 41
B _2_,1_85_ o _5_3 _____ 4_1-
38 9 40|
205 5 ®
68 1 3]
e 6 33)
390 12 33
45 13 32|
w4 9 32|
st 19 31|
23 4 31|
ez o 29|
e0 20 29|
o 4 29|
u2 15 29|
_____ 2 _7_____1_____2_7-
_____ 2 _5_____1_____2_5-
R 24|
B _1_,0_2%)_ o _4_9 _____ 2_1-
_____ 2 E)_____1_____2_0-
_____ 9 é_____5_____2_0-
_____ 4 6_____2_____2_0-
_____ 1 E)_____1_____1_9-
_____ 1 _5_____1_____1_5-
""" 3 2 15
_____ 1 23_____1_____1_3-




Regarding the information presented in
Table 4 we would like to explain that, in
general there are two teachers per group,
so that the average group size is roughly
twice as high as the average number of
children per teacher. The latter indicator
will be discussed later in this chapter (see
Table 7).

Looking at the results presented in Table 4
we can see a marked difference between
the two age groups, 0-3 and 3-6, as
evidenced by a difference in their average
values. In this table we have calculated
both the simple mean and the weighted
mean. While the simple mean gives equal
weights to each PSI, the weighted mean
takes into account the size of each PSI
expressed by the number of children they
have. So, the latter measure gives us an
average group size that a child would
go to, while the first one tells us more
about the difference among the individual
PSls. The first one, a simple average, is
sensitive to the lower number of children in
private PSls as they have the same weight
as the large state PSls. Because of a very
small total number of children in private
PSIs (1.5% in our sample) their effect is
minimized in the weighted average. Which
is why we have presented both in this
table.

From the averages we can see that there
is a pronounced difference when they are
calculated across state PSIs and across
private PSls. On average, private PSls
have a much smaller number of children
per group than the state ones. For the 0-3
age group private PSIs have an average
group size of 13 or 14 (simple and weighted
average) while state PSls have an average
group size of 23 and 27 (simple and weighted
average). The situation is similar with our
target age group 3-6, as Table 4 illustrates.
The results presented in Table 4 also show
a wide variance across municipalities. In
our target age group the highest number
of children per group is 41 and there are
two such PSls, one in Herceg Novi and
Podgorica’s JPU “Ljubica Popovic”. The

PSI in the Municipality of Cetinje has 40
children per group and follows closely after
these two. The next is the other state PSI
in Podgorica with 38 children per group,
followed by Budva’s state PSI that has 35
children per group. At the other end of the
spectrum is Andrijevica’s state PSI that,
with 12 children per group, has the lowest
number of children per group in our target
age group. It is followed by Savnik’s state
PSI with 13 children per group and then by
one private PSI in Podgorica and the state
PSI from Pluzine that each has 15 children
per group. Since the results in Table 4 have
been sorted according to the highestnumber
of children per group in the kindergarten
age group, we can compare rankings in
this table with the rankings in Table 3 and
see that there is a similar pattern in both
tables with regard to ranking. At the top are
municipalities from the southern region with
the exception of Bar and Ulcinj, and the
central region municipalities in both of the
tables (with a few more advanced northern
region municipalities as outliers), while the
second half of the table is dominated by
northern municipalities, as well as Bar and
Ulcin;.

One of the underlying factors that could
have influenced the results in both of
these tables is ‘over-capacity’ and ‘under-
capacity’ in individual PSls. In fact, many
of the kindergartens in the southern and
central regions of Montenegro function
above full capacity, while many of the ones
in the northern region function below full
capacity. We can address this issue further
because in our survey we have asked this
question and six (out of 21) state PSls
and five (out of six) private PSlIs replied
that they could accommodate additional
children given the current number of
teachers and availability of space. These
six state PSls are the ones in: Andrijevica,
Berane, Danilovgrad, Mojkovac, Pluzine
and Savnik. As we can see, all these are
in the bottom half of Table 424,

24 Additional analysis of available capacities is
presented in Chapter 7.
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Table 5. Actual number of children age 3-6 in PSlIs and the legal standard,
Montenegro, 2012

Legal No. of No. of

. . . ) Differen
:I;:ir:;;:" Name of PSI gr‘:'g.u:fs S";;':D chlLt:/ren ch||i:ren f’g%fﬁ%e
group STAND SURVEY

Andrijevica  OJ at JU OS “Bajo Jojic” 3 20 60 37 -23
Bar JPUV. vanovicMasanovic’ 19 3 487 591 154
Bar PPU“Sveonk’ 1 20 20 20 0
Bar PPU'MalaBaka® 1 20 20 19 1]
Berane  JPU°RadmilaNedc’ 3 3 299 #M5 16
BieloPole  JPU‘Duso Basekic’ 2 3 483 612 129
Budva JPU “Ljubica V. Jovanovic-Mase” 19 3 0w 668 231
Cefinje  JPU'Zagorka hanovie' 9 . 3 01 358 151
Danilovgrad  JPU “Irena Radovic’ 9 . 3 201 84 77|
‘HercegNovi JPU‘Nasaradost’ 7 3 83 851 368,
Kolasin ~ JPU*Sestre Radovic’ 4 23 2 12 31|
Kotor JPU‘Radost’ 21 3 483 600 17
Mojovac  JPU*“Jeviosima Rabrenovic-Jewa” 5 23 M5 % - 17]
Niksic JPU‘Dragan Kovacevic’ - 9 23 1121 106 - 101
Plav JPU‘Decjivtic’ 6 3 138 97 59
Plevia  JPU‘Ekobaka’ 2 23 a6 30 M4
Plue  JUOC-DjecjiviicPae 1 0 155
Podgorica ~ PPU "Lago Frog” 2 20 40 40 0
Podgorica  JPU “Djina Vibica® 57 23 1311 2185 874,
Podgorica  PPU“Maliprnc’ 1 20 20 5 5
Podgorica  JPU“Ljubica Popovic’ 5 23 1219 2189 970,
Podgorica  PPUKudica’ 2 20 0 -0
Podgorica  PPU*Arso’, Konk 1 20 20 a7 7
Rozsie  JPU'BoskoBuha’ 4 23 o 1 25|
Sank  JUOC-Sawik 1 20 20 13 7
Tvat JPU‘Bamb? 5 23 U5 a2 97|
Ucnj JPUSolidamost” T 23 253 269 16|
Total: 8,264 11,642 3,377

SOURCE: Primary data, LPSE and our calculations.

In order to find out about PSls that function ~ of Montenegro?, in Article 24, Para.
above full capacity, and those that function 2, provides for the size of a group in
below full capacity we can also consult  kindergarten. In case of a créche, the size
the regulatory norms and standards. The
Law on Preschool Education (LPSE) 25 See the Regulatory overview for more detail.

42



of a group of children depends on their
age: it should be eight children when they
are up to 1 year old, 12 children when
they are up to 2 years old, 14 children if
they are 2—3 years old and 10 children in
a group for the mixed-age group 0-3. The
size of a group in créche is almost half the
size of a kindergarten group, according
to the LPSE. The same Article 24, Para.
2, provides that for kindergarten children
aged 3—4 years the group size should be
20, for children aged 4-5 years the group
size should be 24, 25 for children aged
5-6 years and the group size should be 20
for the mixed-age group in kindergarten.

So, looking at the legal standard we can
conclude that our average group size in
most kindergartens is far higher than the
standard set up by the LPSE. In fact, when
we substitute the group size according
to the LPSE to our kindergartens and
calculate the number of children according
to the legal standard we can calculate how
many extra children there are in PSIs in
Montenegro. The results of this exercise
applied to our target age group (3-6)
are exhibited in Table 5. The number of
children that should be in a group in each
PSlis given in column 4 of Table 5, headed
“Legal STAND per group”.

This we multiply by the actual number of
groups in each PSI (in the third column)
to get the total number of children that the
PSIs should have, according to the legal
standards. This is presented in the fifth
column of Table 5, headed “No. of children
by STAND”. The actual number of children
in each PSI is given in the sixth column
and in the last column we calculate the
difference between the number of children

26 The actual number differs across PSls depending
on whether the groups have children of mixed
age (the legal standard is 20 for kindergartens
and 10 for créches), or whether there are groups
of children of the same age in which case we use
the average legal standard for differently sized
age groups, which is 23 for kindergartens and 13
for creches.

actually in the PSI and the number that
should be there if they were to strictly
adhere to the letter of the LPSE.

The last column in Table 5 gives us
information about PSls that function above
full capacity, or are ‘over-capacitated’
(the difference is positive) and those that
function below full capacity, or those that
are ‘under-capacitated’ (the difference in
the last column is negative) if the legal
norm were strictly observed. The sum
of that column tells us that there is a
total of 3,377 children that are “extra” in
Montenegrin PSls, which is almost 30% of
the total children of kindergarten age that
are attending PSls. When divided by the
number of children in a group according to
the legal standards, this amounts to 147
additional child groups. This figure of 3,377
childrenis, infact, consolidated information
that hides the total sum of “extra” children
above the legal standard across the
municipalities (which is 3,541 children), as
well as the total sum of available spaces in
PSls in the other municipalities (a total of
164 children mainly in Niksic, Andrijevica
and Mojkovac).

3.4 THE NUMBER OF
CHILDREN PER TYPE
OF PROGRAMME IN
PRESCHOOL EDUCATION
INSTITUTIONS

In this part we will analyse which types of
educational programmes children attend
in PSI. As already explained, the primary
preschool programmes comprise full-day
(that last 6-12 hours per day) and half-day
programmes (that last 4—6 hours per day).
Furthermore, there is a short programme
for preschool children, which currently
lasts only for two hours. The number of
children for each programme, by age
group is presented in Table 6.
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Table 6. Number of children per type of educational programme in PSI, Montenegro,

2012

LA Name of PSI

pality

Andrijevica  0J at JU OS “Bajo Jojic”

Bar JPU *V. lvanovic-Masanovic” |
Bar PPU‘Svefionk’ |
Bar PPU’Mala Bajka” |
Gone P Ramateds
BieloPoe _JPU ‘Duso Basekic” |
Budva JPU “Ljubica V. Jovanovic-Mase”
Cete P Zagotka hanovic
Danilovgrad  JPU “Irena Radovic’
HercegNovi JPU'Nasaradost’
Kolasin ~ JPU'Sestre Radovic’
Kotor JPU‘Radost’
‘Mojkovac  JPU “Jevrosima Rabrenovic-Jevra”
Niksic JPU ‘Dragan Kovacevic'’
P PUDedivic
Plevia  JPU'Ekobaja®
Pluzine  JU OC - Djegji vitic Pluzine
Podgorca  PPU'LagoFrog’
Podgorica  JPU“Djina Vibica’ |
Podgoica PR Maliping
Podgorica__JPU “Ljubica Poporic
Podgorica PPU “Kucica”

Podgorica  PPU“Arso’, Konk |
Rode  PUTsoBna
Savnik JU OC - Savnik

Tvat JPU‘Bamb?
Ucinj JPU‘Solidamost’

Children 0-3

Full-day "éaa'; Total
83 163
__________ 20 20
1 2 3
BT 105
_____ 75715
a0 240
e 164
_____ 6 56
a2 212
_____ 0 40
208 208
_____ 10 13 23
0 210
_____ 19 19
_____ 0 9
_____ 13 13
&5 )
w6 906
8 7 15
33
_____ 180 18
0
140 0 140
_____ 2 14 56

Total:

As a percentage:

3,604

98.4% 1.6% 100%

Children 3-6

';‘;')', *(';'; Short Total
10 27 37

. se4 21 591
_________ 0 2
TR 19
Cms 415
T wew
668 668
Y R 358
s 30 284
et 851
3 123
B A 600
BT Y 98
78 288 1,026
60 37 197
om0 0 390
s 15
s 15 40
1826 279 80 2,185
_________ 5 25
2139 50 2189
20 10 30
_________ 7 2
T A 17
T T 13
s st 442
13 138 260

130
1.1%

10,129
87%

1,382
11.9%

SOURCE: Primary data and our calculations.

At a first glance we can see that very few

children attend the short programme:
130 children in two state PSls in Podg
choose this programme. Further,

noticeable that most of the children attend
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full-day educational programmes (98.4%
of children in créches and 87% of children
in kindergartens) as opposed to half-
day programmes (1.6% in créches and
11.9% in kindergartens). However, half-



day programmes are not available at all in
some PSls, so we cannot be sure what the
preferences would have been otherwise.
In fact, some of the PSls that offer only full-
day programmes seem to be among those
PSIs that at the same time function above
full capacity. Perhaps allowing the parents
to choose also half-day programmes in
these overcrowded PSls could improve
this, in the short run, by organizing
children who would have chosen half-day
programmes, into two shifts.

3.5 THE NUMBER OF CHILDREN
PER TEACHER AND TYPE
OF PROGRAMME IN PRE-
SCHOOL EDUCATION
INSTITUTIONS

The results of analysis of the number of
children per teacher are presented in
Table 7. Since we have been using all
the available data in our calculations
in order to get more information, that is,
we have been calculating the number of
teachers by different types of programme
and age groups, getting the results was
not at all straightforward. These are the
explanations:

= Some PSIs do not have a créche.
These are indicated in Table 7 and
include: the state PSI in Andrijevica,
“Mali princ” private PSI in Podgorica
and the state PSI in Savnik;

= Two private PSls have créche and
kindergarten children in the same
group apparently (although these
groups are rather small). This is
indicated in Table 7 and we have not
calculated the average number of
children per teacher in these cases;

® In many cases PSIs have indicated
that they have full-day teachers
for children attending full-day PSE
and half-day teachers for children
attending half-day PSE. In these
instances we have calculated the

number of children per teacher for the
full-day and for the half-day children
separately, following the available
data. When calculating the “Overall”
column (that is, the overall number of
children per teacher) in these PSls we
have used the weighted average of
the two calculated child/teacher ratios,
where weights were the number of
teachers for full-day and half-day
programmes each. This is the case,
for example, with Mojkovac’s PSI;

In a few PSIs there are children that
attend half-day programmes, but there
is no indication that separate teachers
have been allocated for those children.
This is the case, for example, with
Niksic and Ulcinj. In fact, in these
cases often we have information that
half-day and full-day programme
children go to the same group. This
means that the number of children
per teacher has been calculated using
children from both the full-day and the
half-day programmes, divided by the
number of teachers available. For this
reason in the mentioned instances the
number of full-day programme children
per teacher in Table 7 is smaller than
the “Overall” number of children per
teacher,;

When a PSI has only a full-day
programme for children, or only a
half-day programme, then the number
of children per teacher was equal to
that (the only available) value;

We did not use the short programme
(PPP) group size in these calculations.
There are only two PSls that have a
short programme. If we had included
the short programme in calculating
the number of children per teacher
for these two they would not have
been comparable to the other PSls.
Furthermore, this short programme
lasts only two hours and therefore
is not comparable to the other two
primary programmes, the full-day and
half-day programmes.
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Table 7. Number of children per teacher in PSI in Montenegro, 2012

l;n;::;ci- Name of PSI

Andrijevica  OJ at JU OS “Bajo Jojic”

B U ol |
T
G euweasae
Berane  JPURadmiaNedc® |
BieloPole JPU‘DusoBasekic’ |
Budva  JPU“Ljubica V. Jovanovic-Mase" |
Cetije  JPUZagorka anovic'® |
Dniowgad U o Radois |
Foeg o U Nsa o |
Kolasin  JPU‘SestreRadovic' |
T
Mojovac  JPU “Jevrosima Rabrenovic-Jevra' |
Nksc ~ JPU'Dragan Kovacevic' |
Pav PUDjecivtic |
Plevia  JPU‘Eobaja’ |
Plizne  JUOC - Djecjiwiic Pluzine |
Pugors PPUawFeg |
Pugorea U Do |
Pugorca peUage
Podgorica  JPU“Ljubica Popovic'” |
Pugorca POt
Podgorica  PPU“Arso” Konk |
Rozsje*  JPU'BoskoBuha’ |
Sank  JUOC-Samk |
Tvat PUBamb" |
ey pusaner |

Children 0-3 per teacher

Full- Half- Over-
day day all
No créche
- _1_6 ___________ 1_6_ N
- 1_0 _____ 1_0_ N

20 20
2 2 |
au 2|
u _1_8 ___________ 1_8_ N
s 2% |
B 27
u _1_0 ___________ 1_0_ N
n % |
5 7 6
u _1_4 ___________ 1_4_ N
u _1_9 ___________ 1_9_ N
3 23 |
.__é ___________ 5__.
u _1_3 ___________ 1_3_ N
u _1_9 ___________ 1_9_ N
_______ N_o_c;é;r;e_ o
0 20 |
u _é ___________ 1_5_ N

Simple mean:

Weighted mean:

Children 3—6 per teacher

Full- Half- Over-

day day all

10 14 19
e 7 18
- é ______ : -
22 chidren and 2 teachers
T
0 o4 1
5 15
3 13
B T
8 18
2 12
15 o
8 9
.__é ____________ . -
3 9 18
7 13 6
.__é ____________ 5 -
3 20
15 12 15
- 5 13
0 2
idren and 2 half-day teachers
5 12
3 13
s o1 2
2 o 12

9 9
_______ N_o_c;é;:r;e_ o
2 2 |
BT o

SOURCE: Primary data and our calculations.
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As the last row in Table 7 shows
the average number of children per
teacher for a créche is 17, while for the
kindergarten age group there are only 14
children per teacher?. This is a simple
average, meaning that each PSI has
equal influence in calculating the average
value. It gives an average indicator across
all PSIs and tells us that an average
PSI in Montenegro has 14 children per
teacher for the age group 3—6. However,
if we weight the average by the number
of teachers in each PSI, that is if we take
into account the size of each of these PSI,
then the average is 15. This figure tells us
that an average child in Montenegro age
3—6 will be attending PSE where there
are 15 children per teacher.

3.6 SUMMARY OF THE
CHAPTER

Preschool education in Montenegro
is mainly delivered through preschool
education institutions (PSIs) that can
be state and private. There are 21 state
PSls that have a total of 102 units and
they are the dominant provider of PSE.
Private licensed PSls exist only in a few
urban areas and cover a small humber
of children. They all teach according to
publicly approved educational program-
mes.

Primary research (a survey)was performed
and the following results were found:

®= The total number of children that
attend PSE in Montenegro was
estimated to be 15,604 children. The
share of private PSls is estimated to
be less than 3.3% of the total number
of children;

27 The children in creches are being taken care of
by nurses as well as by teachers, which is why
the average number of children per teacher is
higher for créches than for kindergartens even
though we would have expected otherwise.

Out of total number of children age
0-6, 33.2% attend PSE. Looking
across municipalities the total
coverage of 0-6-year-old children
varies from 6% in Rozaje to 58%
in Budva and an overall pattern is
perceived: the coverage varies from
higher in the south to the lower in
the north of Montenegro. Looking
across the age groups the coverage
is significantly lower for children age
0-3, where only 15% attend créche,
compared to the 3—6 age group where
over one-half attend kindergarten;

Looking at kindergarten children, the
highest coverage is in Budva (94%)
and the lowest in Rozaje (just over
10%). When arranged by level of
coverage, a natural split into three
sets of municipalities is visible:

The high-enrolment municipalities
are: Budva, Tivat, Kotor, Herceg Novi
and Cetinje. These five municipalities
are the place of residence of 15%
of the total number of children in
Montenegro. The high-enrolment set
has a total coverage (weighted mean)
of 55% of all children aged 0-6 by
PSE, much higher than the overall
average of 33.2%;

The medium-enrolment set includes
10 municipalities: Podgorica, Kolasin,
Danilovgrad, Bar, Pljevlja with Zabljak,
Niksic, Mojkovac, Ulcinj and Plav.
Out of the total number of children in
Montenegro, 65% of them live on the
territory of these municipalities. This
is in every aspect a middle set, with
the coverage across all age groups
being almost the same as the total for
Montenegro;

The low-enrolment set consists of
six northern municipalities that have
the lowest coverage of children:
Bijelo Polje, Berane, Savnik,
Andrijevica, Pluzine and Rozaje.
These municipalities account for a
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20% of total number of children in
Montenegro. Average coverage is far
below the Montenegrin average — only
15% coverage for children age 0-6;

On average, the private PSls have
a much smaller number of children
per group than the state ones. For
the age group 0-3 private PSIs have
an average group size of 13 and
14 (simple and weighted average)
while state PSIs have an average
group size of 23 and 27 (simple and
weighted average). The situation is
similar with our target age group of
3—6 years.

Group size in state PSls shows a wide
variance across municipalities in our
target age group: from 41 in Herceg
Novi and Podgorica’s JPU “Ljubica
Popovic”, to Andrijevica that has only
12 children per group. In fact, many
of the kindergartens in the southern
and central regions of Montenegro
function above full capacity, while
many of the ones in the northern
region function below full capacity.

When adjusting the group size to
legal standards, it shows that there
is a total of 3,377 children aged 3-6
that are “extra” in Montenegrin PSls,
which is almost 30% of the total
children of kindergarten age that are
attending PSls.

Most of the children attend full-
day educational programmes (98%
of children in créches and 88% in
kindergartens) as opposed to half-
day programmes. However, half-
day programmes are not available
at all at some PSls, so we cannot
be sure what the preferences would
have been otherwise. In fact, some
of the PSIs that offer only full-day
programmes seem to be among those
PSIs that at the same time function
above full capacity. Perhaps allowing
the parents to choose also half-day

programmes in these overcrowded
PSlIs could improve this, in the short
run, by organizing children who would
have chosen half-day programmes,
into two shifts.






The primary goal of our field research
(survey) was to gather information
necessary to calculate the cost of one
child who attends a full-day programme
in kindergarten. Following the cost
aggregation explained in Myers (2008)
and applied in van Ravens (2010) in
our research, the costs are calculated
according to the following aggregation:
teacher salary, training and supervision,
utilities, material expenses, food, nutrients,
medical supply, transport and initial
investment. In our preliminary interviews
with  representatives of Montenegrin
PSls, we defined our questionnaire to
obtain information on the following cost
categories?:

= Employee salaries (broken down into
teachers’ salaries, nurses’ salaries
and the other staff),

= Food costs,

= Utility costs,

= Current maintenance,
= Teachers’ education,
= Rent, and

= Others (there was the option to add
additional costs as necessary)?®.

This data was provided but only at the level
of each PSI, that is, it was not available
separately for kindergarten and créche,
for example, or separately for full-day and
half-day programmes so that we could
calculate these individual educational
programmes’ costs. In this chapter we will
first analyse this information about costs
as provided by the questionnaire, after
which we will further analyse the available
data to estimate the average cost per child
of a full-day kindergarten, i.e. separate the

28 As in van Ravens (2010) we will not address
the costs of initial investment in this part of the
analysis. Transport costs will be included, as
discussed later.

29 The cost composition was decided after a pilot
was run with the PSI to identify the way they
account for their costs.
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different costs. To round up this analysis,
in the last section of this chapter we will
look at the revenues of the PSlIs from our
sample as well as Montenegrin budget
allocations for PSE.

4.1 TOTAL COSTS PER CHILD

The total annual cost of a PSI in this part
we calculated by adding individual annual
costs as provided by our respondents.
These include both recurrent and capital
costs. Here we will analyse these total
costs across PSIs and their average
values. Later in this chapter we will
analyse these costs in more detail in order
to estimate the ‘normal’ annual recurrent
costs or ‘unit cost’ per child of a full-day
kindergarten programme. Here we will
analyse only the raw data on costs, as
presented in Table 8.

Column 4 in Table 8 gives total annual
costs per PSI, as provided from our
primary data (survey). We have divided
these total costs by the total number of
children per PSI in the same period to
compute the values provided in column
5 headed “Regular” cost per child. The
exact number of children we used to
calculate this ratio is the total number of
children according to the survey, and this
has already been provided in the previous
tables: it is the sum of columns 4 and 5 in
Table 1, it is provided in column 8 in Table
3 and it is also the sum of columns 3 and
6 in Table 4. The resulting costs we have
dubbed the “Regular” cost per child and
we have presented them in column 5 in
Table 8.

As we can see from the result, it is rather
volatile. The simple mean across PSI for
this column is €1,222; this is the average
“regular” cost per child across PSIs®.

30 The weighted mean in this case is much lower,
€1,075, and this figure represents the average
costs a child would pay going to a PSI.



This average has a standard deviation
that is 41.9% (513/1,222) of the mean,
meaning that the individual PSI costs, on
average, oscillate about 42% around the
mean. This is a very high volatility indeed,
warning us that our average is not reliable.
The minimum value for this column (€692
in a private PSI in Podgorica) is less than
a quarter of the size of the maximum
cost per child (€2,881 in the state PSI in
Pluzine).

We investigated this volatility (variability)
issue®! further and were told that these
very high costs per child had been mainly
due to having a too few of children in some
PSIs. To check what the costs would be,
and how volatile they would be if the
capacity were used fully in all PSls, we
have used the information provided by the
PSI in our questionnaire: whether the PSI
could accommodate more children, and
how many more, without engaging new
employees or space. These children we
call the “extra” children that the PSI could
accommodate, and the total number of
children with “extra” children is provided
in the third column of Table 8 (with the
heading “No. of children + EXTRA”).

The new costs per child, calculated using
this number of children, are provided in the
column 6 of Table 8. As we can see from
the table, the new simple mean for cost
per child is lower, as expected, since we
are dividing the same costs with a higher
number of children. However, the weighted
average is not that much lower. These two
facts, put together, show that the costs per
child in some PSils are inflated due to low
attendance rates, but also that these are
“smaller” PSls that do not have that many
children anyhow, so the overall effect is
not significant.

31 Individual observations differ significantly from
the average value, which indicates that the
average is not a good estimate for this indicator.
One of the measures of volatility, i.e. variability of
the result is the standard deviation,

Looking at the deviation from the mean
in the same per-child cost calculation
(column 6 in Table 8 with the heading
“Costs per child EXTRA”) we can
calculate that the average deviation from
the mean is 33.7% (354/1,050), which
is much lower compared to the previous
41.9%. However, the ratio of minimum to
maximum cost per child is now 1:5 (€415
in a private PSI in Podgorica vs. €2,109 in
a state PSl in Rozaje), i.e. it is higher than
in the previous scenario.
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Table 8. Total PSI annual costs (raw survey data) per child, Montenegro, 2012

LA Name of PSI

pality

Andrijevica  OJ at JU OS “Bajo Jojic”

B BU ool
B mUSeow
B Ul
Berane  JPU‘RadmiaNedi®
Beorol FUDoBse
i ULV dovnoro s
e FUzapratenoic
Dmiowgad U rmaRadoie
Foghon PUNsa st
Kolasn  JPU‘Sestre Radovic'®
N
Mojkovac  JPU “Jevrosima Rabrenovic-Jevra’
Niso U Dge koo
T
o wUBowme
Pluzine  JUOC-Diegjivtic Pluzine
Pogree PULgoreg
Pogoree FUDmavO
Podgorica  PPU“Maliprinc’
Posgorce U caopore
oo P
Posgres  pRUAo Kok
Rozsie  JPU'BoskoBuha’
Sank  JUOC-Samk
Tvat PUBambl
Vo pusoanar

No.of 1ot
children

+ EXTRA Costs (€)
47 43,185

""" 754 807,218
""" 50 40500
""" 7 23240
""" 550 453,314
""" 687 700084
""" 908 1,087,077
""" 522 677,285
""" 390 336900
1063 1,029965
""" 163 238,506]
""" 808 862096
""" 131 156,948
1236 1972113
""" 216 193233
""" 480 492,199
""" 54 69,137
""" 58 44602
3060 2873510,
""" 0 20171
3005 3,152,859
""" 45 60,000,
""" 50 20750
135 284694,
""" 2B 3378
""" 582 428676
""" 325 349577

Costs per child (€/child)

Regular EXTRA CUSTOM
1,167 919 720
01t 107 1,608
1013 810 1350
0% 494 1162
""" 2 84 1245

842 769 892
939 939 1,729
807 504 1,009

Simple mean:

Standard deviation:

Weighted mean:

SOURCE: Primary data, LPSE and our calculations.
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While in the “extra children scenario” we
have now taken into account that the costs
per child of the PSls that do not use their
full capacity are overestimated, we did not
take into account the fact that some PSls
function above their full capacity (they
are ‘over-capacitated’), that is, they have
more children per group than is the legal
standard. This we have already analysed
in Table 5, where we calculated the number
of children that should be in a kindergarten
if the legal norms on group size were
followed. That number of children we have
now used to divide the total costs in order
to see what would be the cost per child
were we to have the standard group size
— both in the PSils that function above full
capacity, and those that function below
full capacity. The result is presented in the
seventh (last) column of Table 8, with the
heading “CUSTOM?” costs per child.

Under the last scenario for the number
of children we have far less children in
PSls overall (see analysis in Table 5) and
therefore the costs per child are higher.
The simple average is €1,493 per child
(average for PSIs) and the weighted
average is even higher than that — it is
€1,635 per child (average for children).
Regarding the spread in this last scenario,
the ratio of the standard deviation to
the (simple) mean shows that the cost
per child of individual PSIs on average
varies by 33.0% around the simple mean,
which is somewhat lower than in the
previous scenario. However, the ratio
of the minimum cost per child per PSI
(which is again €692 from the Podgorica
private PSI, exactly the same as in the
first, “Regular” scenario) to the maximum
(€2,791 in Rozaje) is now 1:4.0 and this is
the lowest ratio compared to the other two
scenarios.

As we can see, the average figure
is too volatile in all of the presented
scenarios. One of the reasons for this is
varying efficiencies across PSls — some

kindergartens may just have too many
administrators for the number of children
they provide care and education for, or
other specific costs (e.g. a gardener or
even a driver). We cannot verify that
such may be the case. However, since
the purpose of our study is to introduce
universal coverage for children of certain
age groups, this will increase the number
of children in all kindergartens and these
potential inefficiencies should be less
visible.

With regard to our study purpose —
measuring typical costs per child — the
problem seems to be the fact that the per-
child costs here have been calculated
over the total number of children who can
attend either créche or kindergarten either
full-day or half-day (as Table 6 presents
in full detail). Each of these programmes
has its own intrinsic costs that are not
visible in this aggregated form. In order
to calculate the “normal” (or typical) costs
per child (we will call them unit costs in
the further analysis), we will have to clean
the current data, i.e. separate the créeche
costs from kindergarten costs and express
half-day costs in terms of full-day costs. In
the end the result we will be looking for is
the annual recurrent cost of one child in
a full-day kindergarten programme (unit
cost). This cost we will estimate in the
third section of this chapter. In the last
section we will analyse sources of finance
(revenues) of Montenegrin PSls.

4.2 PRESCHOOL EDUCATION
INSTITUTIONS’ COSTS BY
COMPOSITION

As already explained above, costs in our
questionnaire were divided into different
categories that were in line with both the
costing model we use and the particular
categories used in the PSIs’ accounting.
Among the categories mentioned at the
beginning of this section, the mostdominant
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are: teachers’ salaries, other staff salaries,
nurses’ salaries, food costs, utilities and
current maintenance costs. All the other
costs when added up amount to 7% of
total costs. We have reorganized the cost
categories to capture a smaller number of
cost categories that have the highest share
of total costs and made them presentable
in a table. These categories are: salaries
of all employees, food costs, utilities and
maintenance costs, and all other costs.
To make these costs comparable across
the PSIs, we have divided them by the
number of children (the regular number
from the survey) and presented them in
Table 9. Because we have divided them by
the regular number of children, the “Total”
column here represents costs per child in
the regular scenario in Table 8.

The averages presented in the last row
are indicative but are very unstable, that
is, they vary highly across the PSI (high
standard deviation). For example, staff
salaries per child have an average value
of €917; yet these costs are as low as
€420 in a private PSI in Bar and are six
times as high (€2,422) in Pluzine.

With this caveat in mind, let us look at
the result in the first row at the bottom of
Table 9. It tells us that the simple mean
total annual cost of €1,222 per child is
composed of: €917 for the salaries of
employees, €130 for food, €90 for utility
costs and current maintenance costs,
while all the other costs account for €85 per
child annually. The salaries of employees,
according to this calculation, are the most
significant part of total costs per child in
the PSI. They amount to more than three-
quarters (75%) of the total costs. The next
category by size is food, which contributes
only 11% to the total costs.

There is a notable difference between
state and private PSls, with regard to
both their scope and composition, as
indicated in the last rows of Table 9. While
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the weighted average cost per child for
private PSls is €973, for state PSls it is
10% higher and amounts to €1,076 per
child. To examine this difference further
we made an analysis, presented in Table
10, which observes state PSls (n=21)
and private PSIs (n=6) as two separate
subsamples and shows a more broken-
down composition of total costs and costs
per child.

As Table 10 shows, the greatest difference
between private and state PSls is observed
with regard to staff salaries. There is
around a €300 difference in per-child
costs of salaries between private and state
PSls. In the cost composition, the share
of salaries for state PSls is more than 20
percentage points higher than in the case
of private PSIs. Looking across three
different categories of salaries (teachers,
nurses and other staff) this difference
between state and private PSls seems to
be equally distributed across them. We
checked the data on teacher salaries and
it seems that the private PSls provide very
low salaries for their employees — both
as compared to the overall average and
in particular compared to the salaries that
the other teachers get within the same
municipalities.



Table 9. PSl annual cost (current and capital) by composition, per child, Montenegro,

2012, in €

Municipa-

lity Name of PSI
Andrievica® _OJatJU 08 "Bajo Joji’ |
Bar JPU “V. Ivanovic-Masanovic”
B PPUSwlonk
B PPUMaaBake
BoraneJPURacmiaNede”
BieloPolie  JPU‘Duso Basekic’' |
Buva JPU “Ljubica V. Jovanovic-Mase” |
Celie ___JPU Zagorka hanovic” |
Danilovgrad _JPU “Irena Radovie” ______ |
HercegNovi JPU'Nasaradost” |
Kolasin____JPU"Sestre Radovic’ ______ |
Kotor JPU “Radost”
Mojkovac  JPU “Jevrosima Rabrenovic-Jevra’ |
Niksic JPU ‘Dragan Kovacevic’ |
Pav JPU “Djegjivitic’ |
oda FUBotale
Pluziie____JU OC - Djec vt Pluzine.
Podgorica _PPU'LagoFrog” |
Podgorica  JPU “Djina Vrbica”
Podgorica  PPU°Maliprinc’ |
Podgorica  JPU ‘“Ljubica Popovic® |
Podgorica  PPU°Kucica’ |
Podgorica  PPU"Arso”, Konk |
Rozsie  JPU'BoskoBuha® |
Sawik  JUOC-Sawik |
Tvat JPU'Bamb |
Ui JPU'Solidamost” |

COSTS PER CHILD, OF:

Utilities
Emplqyee Food +cu.rrent Other

salaries mainte-

nance
s ® 0. 14]
_____ 6 65 175
420 150 180 263
""" 491 218 125 222
""" 64 78 36 64
""" 81 65 6 719
""" 86 1M1 61 129
i s m
_____ 67 158 & %
782 64 90 32
o129 M8 52 65|
""" 86 77 3% 59
0 7S TR 55|
138 8 50 59|
""" 769 47 43 35
o Te o s 12
242 o 288 0
_____ S 1t 1% A
7 93 62 66
""" s 41 28 80
""" 768 107 8 59
""" 867 133 42 291
""" 48 167 80 17|
s m W
e s8 s 0
568 77 40 52
""" 755 87 44 189

(1) Simple mean:

Composition:

(2) Weighted mean:
State PSils:

Private PSls:

Total

* PSls in Andrijevica and Savnik use the premises of a primary school, so they do not
have utility and current maintenance costs (as well as some other cost categories).

SOURCE: Primary data and our calculations.
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On the other hand, food costs per child are
€70 higher in private PSls compared to
state PSlIs. A possible explanation is that
this is due to the size of the PSls. Private
PSIs have a smaller number of children
(ranging from 22 to 53, see Table 1) so the
fixed part of the food delivery/preparation
costs is spread over a smaller number
of children, making the per-child costs of
food higher for private PSls?2,

32 Food costs may be underestimated due to the fact
that PSls do not take records of food preparation
costs separately from other costs. That is, only
costs for food groceries are clearly distinguished
from the other costs, while costs related to food
preparation that cannot be decoupled from the
other costs (for example: electricity used for food
preparation cannot be easily decoupled from
total electricity costs, or cleaning costs that are
incidental to cooking and serving the food cannot
be easily separated from total cleaning costs).

A similar explanation would probably also
apply to utility costs, which are again
higher in per-child terms for private PSls
(see Table 10). Rental costs per child are
also higher for private PSls compared to
state PSlIs. This is because state PSls
in most cases do not pay rent since their
premises are state-owned.

Finally, it is worth noticing that teacher
education constitutes a minimal share in
per-child costs for both state and private
PSils. This is of interest for our study since
we will need to invest in teacher training in
order to provide a good-quality preschool
preparatory programme.

Table 10. Total annual costs (current and capital) and total annual costs per child,

private vs. state PSls, Montenegro, 2012

Private PSls

State PSls

Total costs Costs/child*
(€) (€/child)

Compo-
sition

Total costs Costs/child*
(€) (€/child)

Salaries, of which: 118,930 553 56.8% | 12,732,506 844 78.4%
Teachers | B3 30 %60% 7954604 527 49.0%
Nuses | 16200 ® 8% 1739740 M5 10.7%
Otersaf | 2730 127 130%| 30%8162 01 187%
Foodcosts | B0 167 72%| 1899726 ¢ B 8.6%
uties | 17249 3 0 B2%| 643799 - 8 4.0%
Curent maintenance | 5061 % 24%|  a9t0 %5 2%
Teachereducation | 10 5 05%| 056 2 0.2%
Rent | 28400 109 maw%| 452 3 0.3%
oner | 512 B 36% 101027 o 6.2%

Total:

100.0%

209,262

*These are weighted means across PSls.
Note: There are six private PSls and 21 state PSls.
SOURCE: Primary data and our calculations.
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4.3 ESTIMATING THE ANNUAL
COSTS OF A CHILD
AGE 3-6, IN A FULL-DAY
PRESCHOOL EDUCATION
PROGRAMME

Until now our discussion has been based
on analysis of the data we gathered on
PSls in Montenegro. However, the primary
purpose of this research was to estimate
the costs of PSE, and specifically the costs
of introducing a preschool preparatory
programme. In order to do this, our first
goal is to estimate the typical or ‘normal’
recurrent costs per child of a full-day
kindergarten programme. These we will
call the unit costs of a full-day kindergarten
programme. We will estimate them in this
section, using the data we gathered in our
primary research.

Step 1: Calculating the annual
recurrent costs

As we previously explained, the costs
we have gathered contain both recurrent
and capital costs and they are provided
at the level of PSls. Therefore, the first
step was to remove the capital costs from
our total costs. We therefore redefine
our cost variables to form two variables:
Recurrent Costs and Capital Costs. This
was done separately for each PSI, due
to some ambiguous costs. Hereinafter
we will discuss and analyse only the
recurrent costs, while the capital costs will
be discussed towards the end of this study
under the heading ‘Initial investment’.

Step 2: Removing créche costs
from the total annual costs

Since almost all PSIs have children
age 0-3 and children age 3-6, data on
their costs is not provided separately for
kindergartens and créches. Since we

need to estimate the costs of a child in a
full-day kindergarten, in the next step we
need to separate the costs of the creche
from the costs of the kindergarten. We
know that the creche costs are higher
than the kindergarten costs, but we do not
know how much higher. Even though in
our questionnaire we did ask, many of the
respondents did not know what proportion
of costs should be allocated to their créche
and which to their kindergarten. Some
respondents made guesses that are in
fact closely correlated only to the number
of children in the créche vs. the number
of children in the kindergarten. This would
imply that the costs of the créche are the
same as the costs of the kindergarten.
However, some other respondents who
seem to be better informed answered
that the costs of the creche per child are
higher than those for the kindergarten
(sometimes even twice as high). We find
this position to be more realistic as we will
argue below.

According to the Law on Preschool
Education (LPSE) of Montenegro, Article
24, Para. 2, the size of a group for a creche
(12 children when the age was up to 2
years, 14 for children up to 3 years and
10 for mixed-age groups) is almost half
the size of the kindergarten groups (20 for
children aged 3-4 years, 24 for children
aged 4-5 years, 25 for children aged 5-6
years and 20 for mixed-age groups). If
the costs of teachers and nurses are the
same for creches and kindergartens, then
the per-child costs of teachers and nurses
should be almost doubled for créches
compared to kindergartens. Since we
know that employee costs dominate in
the per-child costs for both kindergartens
and créches, this implies that the per-
child cost of kindergartens must indeed be
significantly lower than the per-child cost
of créches.

Lacking reliable information to get the
exact kindergarten costs, we will have to
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estimate them using the information that
is available from our questionnaire. Since
we have data on total costs, as well as
on the number of children who attend a

kindergarten and who attend a creche,
we can run a regression on our sample,
defined as:

Rcosts =B, + B,Cchild + B Kchild

Regression coefficient — marginal cost of a child in a créche,

Regression coefficient — marginal cost of a child in a kindergarten.

where:
Rcosts — Recurrent costs of the PSI,
Cchild — Number of children in créche,
Kchild — Number of children in kindergarten,
B, — Intercept,
B, -
B, -

So, inthis regression we are going to use the
information that we do have — the number
of children in kindergarten and créche —
in order to estimate the costs allocated
to these two categories. The regression
equation, in fact, allows us to estimate
how much the total recurrent costs would

increase should we have one more child in
the créche while keeping the other variable
constant (the regression coefficient §3,), or if
we had one more child in the kindergarten
and keeping the other variable constant
(the regression coefficient B,). These are
called marginal costs.

Figure 6. Recurrent annual costs and the number of children in créche, in €
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300040008 -+
+
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Niksic¢
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+ /15/

5001 g
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SOURCE: Primary data and our calculations.
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Figure 7. Recurrent annual costs and the number of children in kindergarten, in €
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SOURCE: Primary data and our calculations.

Running the regression on all the cases,
actually, did not produce a valid result
(very high p-values for B,). Therefore,
we analysed the residuals and found out
that Niksic is an outlier, especially with
regard to children in créche. To prove the
point, we made a scatter-plot diagram
of total recurrent costs against and the
number of children in créche (Figure 6),

Rcosts = 38,689 + 1,280Cchild + 847Kchild,

(0,004)

In the second line of the above equation
we provide p-values for regression
coefficients. R? tells us that we can explain
99% of total variations by our regression.
Very low p-values are what gives us
confidence in our estimates of B, and B,
coefficients.

B, shows us that an additional child in
creche would cost €1,280 annually,
ceteris paribus, while an additional child
in kindergarten (B,) would cost €847 per
annum, keeping other variable constant.

A Study on Investing in Early Childhood Education in Montenegro

1500 2000 2500

as well as against the number of children
in kindergarten (Figure 7). As we can see
from the chart, Niksic really is a noteworthy
outlier and since our number of cases is
small it visibly influences the result.

Running the same regression again, but
now on all cases except for Niksic, gives
us the following result:

R>=0,99
(0,000)

From this we can calculate the ratio of
kindergarten costs per child to créche
costs per child to be 1:1.51. In effect,
this means that one child in a créche
costs the same as 1.51 children in a
kindergarten. Or, the other way round,
one child in a kindergarten costs the same
as 0.66 (=1/1.51) children in a creche. This
we will apply to our primary data on costs
to estimate the total costs of kindergarten,
i.e. to remove the créche costs from our
further analysis.
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Step 3: Expressing all programmes
in terms of a full-day kindergarten
programme

After removing capital costs from total
costs to obtain recurrent costs in Step 1
and estimating créche costs in order to
isolate kindergarten costs in Step 2, in
this step we estimate the costs of different
PSE programmes in relation to each other.

According to the LPSE of Montenegro,
Article 13, the length of PSE programmes
may be:

A. Full-day programmes that last from
six to 12 hours,

B. Half-day programmes that last from
four to six hours, and

C. Short and specialized courses that
last from three to four hours.

Here we are interested in the full-day and
half-day programmes, but later also in the
short programme that will be the focus of
our analysis in the other chapters of this
study. Our previous analysis shows that
currently most PSIs have full-day and
half-day programmes, while only two PSls
organize a two-hour short programme for
a total of 130 children (see Table 6 above
and the accompanying analysis).

We have noticed that many of the PSls
do not differentiate between children in
the full-day programme and children in
the half-day programme, in the sense
that they are kept together in some
kindergartens, that half-day children
are allowed to come and leave as they
please (i.e. there is no strict time when the
children should come, they can come any
time but stay for a shorter number of hours
in the half-day programmes than in the
full-day programmes). This would mean
that there is no difference in the level of
service a child gets from the full-day and
half-day programmes and hence the costs
per hour of these two programmes should
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be the same. So, for the time being3® we
are making a hypothesis that the costs of
primary programmes correspond directly
to the number of hours a child stays in
the PSI. We are assuming that (recurrent)
costs of primary kindergarten programmes
depend only on the number of hours they
last, which means that an hour of the
full-day kindergarten programme costs
the same as an hour of the half-day
kindergarten programme.*

Going back to Article 13 of the LPSE of
Montenegro, we will estimate the total
number of hours for each programme.
Since we are assuming that the costs of
a child directly correspond to the number
of hours he/she stays in the PSI, the cost
of each programme will correspond to the
average number of hours it lasts. Since our
goal is to estimate the unit costs of a full-day
kindergarten programme per child, we will
express all the other programmes in terms
of a full-day (kindergarten) programme. We
will estimate the average number of hours
for each programme as follows:

A. The full-day programme lasts on ave-
rage for 9 hours:

= The average number of hours from
the legal norm is 9, and this is also
the expected number of hours a full-
day working parent would leave their
child in the PSI for;

B. The half-day programme should last on
average for five hours:

®= This is a simple average of the
regulatory norm and our database

33 This hypothesis will later be relaxed to allow for
lower per-hour costs of PPP; for more details
please see section 5.1 below.

34 Please bear in mind that we previously
estimated créche costs to be 1.51 times as
high as kindergarten costs (Step 2). The same
assumption that the hourly costs of full-day
and half-day programmes are equal applies for
créche costs as well; it is only that the overall
cost level is higher for créches than for the
kindergartens and we estimated it to be 1.51
times as high.



shows that for the current half-day
programmes mean is 5.28 while
and the median is 5. The half-day
programme will be expressed as 5/9
of a full-day programme;

C. The short programme currently lasts
two hours, but will last three hours:

= Currently the short programme is
organized only for children who are
one year before going to school and
it lasts for two hours. There are just
130 children in these programmes
organized by two state-owned PSils.
In our calculation of costs relating to
historical (2012) data from our sample
we will express the short programme
as 2/9 of a full-day programme.%

In the further analysis we will aim to
transform the existing short programme
to a three-hour Preschool Preparatory
Programme (PPP), according to the
legal provisions of the LPSE reviewed in
the second chapter of this study. We will
discuss in great detail the adequate way
of estimating the costs of this programme
in relation to a full-day kindergarten in the
following chapter.

1 child in half-day kindergarten

1 child in full-day créche

1 child in half-day créche

We can apply these weights to all
children across PSls to calculate the
number of ‘normative children in full-day
kindergarten’.

35 This is probably an overestimation of the real
costs of the short programme. However, there
are too few children (130 out of the total 15,304)
in this programme that lasts only two hours so this
category anyhow does not have a measurable
effect on our results.

So, after adjusting forthe number of hours
for each of the programmes, in order to
express all the programmes in terms of
a full-day kindergarten programme, we
can calculate the normal cost of one
child in a full-day kindergarten, which
was our goal.

Step 4: Getting the results

Now we can express all programme costs
in terms of the annual cost of one child in a
full-day kindergarten, using the results we
obtained above:

" In Step 2 we estimated that the créche
full-day or half-day costs are equal to
1.51 times the kindergarten full-day or
half-day costs, respectively, and

® In Step 3 we estimated that the half-
day kindergarten or créche costs are
equal to 5/9 of the full-day kindergarten
or creche costs, respectively.

This allows us to recalculate the total
number of children and express them in
terms of a ‘1 full-day kindergarten child’,
by applying the following weights:

5/9 x (1 child in full-day kindergarten)

1.51 x (1 child in full-day kindergarten)
5/9 x 1.51 x (1 child in full-day kindergarten)
0.83 x (1 child in full-day kindergarten)

Now we can divide the annual recurrent
costs (calculated in Step 1) by the
number of ‘normative children in full-day
kindergartens’ for each PSI to calculate
its specific recurrent (annual) costs per a
full-day kindergarten child. The mean of
these values is €1,286 and the median is
€1,066. Since the object of this exercise
is to calculate typical or ‘normal’ costs
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per child it is more appropriate to use
the median value here (it is more robust
and impervious to atypically high costs
in some of the PSls). Nevertheless, we
checked both estimates by plugging them
into the original data and found out that
the median estimate gives better validity
(i.e. the resulting costs differ less from the
original costs). So, finally, we can say that
the unit cost of a full-day kindergarten
is €1,066. For a half-day kindergarten

Full-day kindergarten cost per child

Half-day kindergarten cost per child

Full-day créche cost per child

Half-day créche cost per child

4.4 REVENUES OF PRE-
SCHOOL EDUCATION
INSTITUTIONS IN
MONTENEGRO

The regulatory review in the first part of our
study shows that public PSls are financed
from the state budget with regard to the
following cost categories (GLE, Art. 136):

a) Gross salaries and other contribu-
tions of employees,

b) Current investment maintenance,

c) Investment in institutions,

d) Material costs and energy expenses,
e) Permanent teacher education,

f) Costs of food for children in PSls
whose parents are recipients of
social benefits in accordance with
the adequate regulation, and

g) Development, counselling and
research work in education, and for
the travel costs of students.
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the cost is €592 (we multiply the full-day
costs by the ratio 5/9 that we estimated
in Step 3 for conversion of the costs from
the half-day into the full-day programme).
Furthermore, we use the ratio between
créche and kindergarten costs of 1:1.51 to
calculate our unit costs for creche and get
the result that €1,610 is the unit cost of a
full-day créche and €894 is the unit cost of
a half-day creche. The calculations of unit
costs are as follows:

€1,066,

5/9 x 1,066 = €592,
1.51x 1,066 = €1,610,
0.83 x 1,066 = €894.

In the same section, and also in this
chapter, we explained that in Montenegro
parents only pay the food costs of children
in PSE (LPSE Art. 35.1). Furthermore, as
we explained, the following categories
of children are exempt from paying food
costs:

= Children without parental care,

= Children whose parents are benefi-
ciaries of social benefits, and

= Children from the most vulnerable
groups.®

Food costs for these children are financed
by the Ministry of Labour and Social
Welfare (MLSW) via its Centres for Social
Welfare (LPSE Art. 35.3).

These facts suggest that we could expect
the state budget to be the main source

36 The category “children from the most vulnerable
groups” includes “children facing difficulties due
to social, linguistic and cultural obstacles” (LPSE
Art. 11.8), i.e. it includes non-integrated RE
children.



of finances for state PSIs, followed by
parents’ contributions for food costs. In
this section we will analyse the sources of
finances for PSls, as well as their scope
and composition across PSls.

A section of our questionnaire was devoted
to questions about the revenues of PSls.

Only one (out of six) private PSI provided
answers to the questions regarding their
revenues. All state PSls provided answers
to these questions except for the PSIs
in Andrijevica and Savnik, which use a
primary school as their premises and do
not keep separate accounts.

Table 11. Total revenues and total revenues per child, by source, in Montenegrin
state PSls®’, 2012

MLSW

Revenues:

Regularrevenves 11502831 157548
Occasional revenues 0 5080
Totalrevenues 11502831 162628
Composton ~ T75%  11%
FEe_vén_ue_zs_p_er_ c_h ﬁd_ _____________________
smple mean: 850 1
Weighted mean: 5 "o

c':’:a:\rllllt-y Parents Other

(€
13438 2977065 106860 14,757,743,
00 s418 8755
13438 2077065 189339 14,845,301
Coo% 01% 13%  1000%)
___________________________ (_€/;)h_l|(])
_____ 5 10 15 1,046
T 98 - B 987

SOURCE: Primary data and our calculations.

Private PSIs indicated that they were
almost exclusively financed by the
parents. The only private PSI that provided
information on its concrete revenue
received annually €1,424 on average per
child. This PSI also had other sources of
revenue that amounted to €142 per child
annually.

Total revenues and total revenues per
child for state PSls (excluding the PSls in
Andrijevica and Savnik) are presented in
Table 11. As we were expecting, most of
the financing comes from the state, almost
80% of the total revenues, mostly from the
Ministry of Education budget allocation.
Parents as a source of finance contribute
around 20% of the total revenues, while the

‘other sources’ amount to little more than
1% (these are mostly donations). Table 11
also shows revenues per child in its last
two rows. These are calculated both as
a simple mean across PSlIs (€1,046) and
as a weighted mean (€987), where the
weights are the number of children in each
PSI. However, these averages do not
provide a good measure since they are
too volatile, as we will explain further. ¥

37 Excluding the PSls in Andrijevica and Savnik, as
already explained above.
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Table 12.Revenues per child, state PSI, Montenegro, 2012, in €

Munici-

pality Name of PSI Government Parents (0]{,1-1¢ Total

Bar JPU *V. Ivanovic-Masanovic” 758 247 0 1,005
Berane  JPU°RadmiaNed’ 09 16 5 667 |
BieloPole  JPU'DusoBaseki’ o 12 1 1,051
Buda  JPU°LjubicaV. ovanovicMase” 6 28 3 1,098
Cetje  JPU°Zagorka hanovie 1108 8 1 1292
Daniovgrad  JPU “rena Radovie' % 01 0w 75|
HercegNovi JPU*Nasaradost a0 w0 5 984
Kolasin  JPU‘SestreRadovie 1180 0o 5 1,294
Kotor PU‘Radost @ 208 6 1,144
Mojkovac  JPU“Jeviosima Rabrenovic-dewa” 119 % 0 1291
Nksc ~ JPU‘Dragan Kovacevic' 97 88 % 1,002
Pav PUDjegivic: % o8 0 1025
Plevia  JPUEkobake 857 w6 4 1,007 |
Plzine  JUOC-DjegjivitcPluzine 02 % 0 567 |
Podgorica  JPU°Djna Vibica’ 600 05 o 825 |
Podgorica  JPU“LjubicaPopovic’ ™o 258 0 1,045
Rozale  JPU'BoskoBuha® 195 @ 0 2,043
Tvat FUBAGT 555 w2 740
Uein JPU'Soldamost 890 s 0 1,068

Simple mean:

Standard deviation:

Weighted mean:

Composition:

SOURCE: Primary data and our calculations.

Revenues per child by source of finance
(government, parents and ‘other’) for each
PSI are presented in Table 12. At a first
glance we can see that there is a wide
variation in revenue per child across the
PSlIs. While the simple mean value of

64

revenues per child is €1,046, as already
shown in Table 11, from Table 12 we can
see that it varies from as low as €587 per
child in Pluzine’s PSI to a value more than
3.5 times as high, of €2,041 in Rozaje’s
PSI. Similarly, the standard deviation figure



(€308) shows us that the revenue per child
deviates substantially, on average by 30%
(308/1,046) from the mean.

When comparing the per-child revenue
from the government across PSls we
notice that this variable is even more
volatile compared to the total revenues
per child. This we can observe in the third
column of Table 12. While the simple mean
is €865, the minimum value of government
financing per child of €302 in Pluzine’s
PSI is 6.5 times lower than the almost
€2,000 per child received by Rozaje’s
PSI. Furthermore, the standard deviation
for this indicator is 346, showing that the
government’s contribution per child for
individual PSls deviates on average as
much as 40% around its mean. One of the
reasons for this volatility is the fact that the
government funds are provided not only to
finance certain costs (as explained in the
first paragraph of this section), but also to
finance the food costs of a certain category
of children (as explained in the second
paragraph of this section) and the number
of such children varies across PSls.

When comparing across the PSls,
contributions per child from parents
are more volatile then those from
the government. Our data shows, for
example, that the state PSI in Niksic
receives annually only €61 per child
from the parents, while Pluzine’s PSI has
the highest per-child contributions from
parents of €285 per child annually. Just
as above, it would be logical to assume
that the amount of revenues received
from parents by individual PSls, again,
varies due to the fact that some children
are exempt from paying the food costs
(the only item payable by the parents,
as already explained) and the number of
such children varies across PSls.

It is interesting that Pluzine’s PSI has
at the same time the highest per-child
contributions from parents and the lowest

per-child contribution from the budget,
which is only as we would expect it to be.
It is also notable that Rozaje’s PSI has
both the highest total revenue per child
and the highest revenue per child from
government sources. When investigating
this further we can see that Rozaje’s PSI
comes out as a significant outlier here.
Total revenues per child in Rozaje’s PSI
are €2,041, which is twice as high as the
average revenue per child and around
€750 higher than the next highest PSI.

The simple mean for the ‘other’ category
does not make statistical sense, as it
takes into account all zero values and that
is the reason why we have not presented
it in Table 12. To show the effect on the
total of all three components, therefore,
we have included weighted averages for
all three sources of revenue in the last
rows, keeping it in line with the information
presented in Table 11.

Table 13 provides a detailed account of
the actual budget allocations for PSE in
the Montenegrin budget for our observed
period, the year 2012. Total budget
expenditure realisation for PSls, as shown
by Table 13, amounts to €12,106,018,
which is not very different from the amount
reported by our PSIs, €11,678,898
(see Table 11, it is obtained by adding
total revenues from ME, MLSW and
municipalities).
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Table 13. Budget items related to financing of PSE and total budget expense,
Montenegro, 2012, in €

Funct.  Economic
classi- classification Description S ET Realization

fication of expense
4 Expense 1,408,299,484 | 1,452,013,972
a0t | Ministry of Labour and Social Protection | |
a2 Transfers for social protection | |
""""" 421 |Stemming from social protection rights | |
Coroar | 216 |FoodforchidreninPl | 585328| 584,765
a0700 | Ministry of Educaton | |
10801 | Programme: Preschool education | 11,523,338 11,521,253
"""""" 4  |Expense | 11,523339| 11,521,253
B "R Recurrentexpense | 11,500,195 11,498,111
] Gross salaries and contributions of employer | 10,970,000 10,968,051
oo | 41 |Netsaares | 7130000 7,129,989
oo | 412 |Taxesonsalares | 800000 799,997
oo | 413 | Contributions payable by employees | 2000000 1,999,999
T 4114 |Contributions payable by employer | 0000 899,999
oot | 415 |Municipaltaxes | 10000 138,067
""""" 412 |Otherpersonalincome | 28785 28775
oo | 427 |Earyretrement | ames| 21,775
N 4129 |Othercontributons | 1000 1000
""""" 413 |Material and services costs | 374124| 373,999
I M31 |Materaloosts | ¢ 60485 ¢ 60,440
B M32 |Busnesstavelcosts | 2134 2,056
B M3 |Enegyoosts | 250000 249,999
B M35 |Telephonesemvicescosts | 6130 6,129
B 4139 |Semvicesconracted | ¢ 55375 ¢ 55,375
""""" 414  |curentmaintenance | o o0
I 4142 |Reparsofbuigngs | 0o 0
""""" 418 |Otherexpense | 127286| 127,286
B 4181 |Communal contributons | 127286 127,286
| e Capital expense | 23143 23,143
""""" 441 |capitalexpense | 23143 23,143
oot | 413 |Expenseofbuigings | 10000 10,000
oot | 415 |Expenseofequipment | s3] 5,143
I 4416 | Expense of ivestment maintenance | so0| 8,000

SOURCE: Law on Final Account of Budget of Montenegro for 2012, December 23, 2013
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The share of the total budget for PSE of
GDP in 2012 in Montenegro is 0.38%%.
This compares quite unfavourably with
Serbia, which allocates 0.43% of its GDP
to the PSE budget, as well as with the
OECD countries that allocate, on average,
0.5% of their GDP to financing PSE.

Finally, information in Table 13 shows that
there are no budget allocations to deal
with the costs of current maintenance and
repairs of buildings. Montenegrin PSls
are, in general, already functioning above
their capacity and new premises are a
real necessity, but it is also important to
properly repair and be able to maintain the
existing premises.

4.5 SUMMARY OF THE
CHAPTER

The primary goal of our field research
(survey) was to gather information
necessary to calculate the cost of one
child who attends a full-day programme
in kindergarten. In measuring costs we
followed the cost aggregation explained in
Myers (2008) and applied in van Ravens
(2010).

In this chapter firstly we analyse the total
annual costs per PSI in absolute terms,
and in per-child terms, and find the
following:

®= The simple mean of total costs per
child is €1,222. This indicator is
too volatile to have any reasonable
viability. The salaries of employees
are the most significant part of total
costs per child with a share of more
than three-quarters of the total costs.
The next category by size is food,
which contributes to only 11% to the
total costs.

38 Montenegrin GDP for 2012 was €3.15 billion
(an estimate from the IMF site) and the budget
allocation for PSE was €12.1 million in 2012.

= The difference between private and
state PSls is observed primarily with
regard to staff salaries: in state PSls
the share of salaries is more than 20
percentage points higher than in the
case of private PSls.

= Teacher education makes up only
a minimal share in per-child costs
for both state and private PSlIs. This
is of interest for our study since we
will need to invest in teacher training
in order to provide a good-quality
preschool preparatory programme.

In the second part of this chapter we
calculate the annual recurrent cost of one
child in a full-day kindergarten programme,
which we also call the unit cost, in the
following procedure:

® Inthe first step we separate the capital
costs from the total costs to get the
recurrent costs;

= In the second step we separate
the costs of créeche from the costs
of kindergarten. We do this using
regression equations that allow us to
estimate how much the total recurrent
costs would increase should we
have one more child in creche (or
kindergarten) while keeping the
other variable constant. From this
we estimate that one child in créche
costs the same as 1.51 children in
kindergarten;

® In the third step we estimate that
the half-day kindergarten or créche
costs are equal to 5/9 of the full-
day kindergarten or créche costs,
respectively.

= In the final step 4 we recalculated
the total number of children and
express them in terms of a ‘1 full-
day kindergarten child’ (our unit
cost) so that we could divide the
annual recurrent costs (calculated in
step 1) by the number of ‘normative
children in full-day kindergarten’ for
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each PSI to calculate its specific
recurrent (annual) costs per full-day
kindergarten child.

= As a result of this process we
estimated that the unit cost of full-
day kindergarten is €1,066. For
a half-day kindergarten the cost is
€592 (we multiply the full-day costs
by the ratio 5/9 that we estimated
in Step 3 for conversion of costs
from the half-day into the full-day
programme). Furthermore, we use
the ratio between the créche and the
kindergarten costs of 1.51 to calculate
our unit costs for créche and get the
result that €1,610 is the unit cost of
a full-day créche and €894 is the unit
cost of a half-day creche

A section of our questionnaire was devoted
to the questions on revenues of PSls.
Almost 80% of the total revenues comes
from the state, while parental contributions
comprise the rest.

The share of the total budget for PSE of
GDP in 2012 in Montenegro is 0.38%. This
compares quite unfavourably with Serbia,
who allocates 0.43% of its GDP to the
PSE budget, as well as with the OECD
countries that allocate, on average, 0.5%
of their GDP to financing PSE.

In the budget there are no allocations to
deal with the costs of current maintenance
and repairs of buildings. While Montenegrin
PSls are, in general, already functioning
above their capacity and new premises are
a real necessity, it is important to properly
repair and be able to maintain the existing
premises before building new ones —
that will again need to be maintained.
Lacking government resources for doing
long-overdue repairs on some premises,
perhaps the ‘initial repair’ may be done
through socially responsible actions and
other donor-oriented programmes.

68






Our analysis so far has been mainly
oriented towards the primary PSE
programmes, the full-day and half-day
ones. Montenegrin PSls, as we explained,
also have short programmes, but at
present it is only a short PSE programme
lasting two hours delivered by two PSls
for 130 children who are one year away
from starting school. It is the goal of the
government to introduce the preschool
preparatory programme (PPP), with the
aim of achieving universal coverage of
children who are one year away from
starting school. In this chapter we will deal
exclusively with the short programme we
defined as PPP.

The importance of PSE and its positive
effects on child development and the whole
of society have been well documented.
“Since much of cognitive functioning is well
established by the time the child is age four
or five, with the implication that the rate of
return on investments in primary school is
much lower, it means that investments in
education at the preschool level may bring
much higher long-term private and social
benefits.” (Heckman, 2007; Heckman and
Masterov, 2007, as quoted in UNICEF
2012a) Lynch (Lynch, 2005) provides an
overview of the findings regarding the
positive sides of early child education and
lists a whole set of advantages. Recently,
Vujic and Baronijan provided evidence for
the existence of “a positive relationship
between preschool attendance in Serbia
and school performance measured
through PISA tests in mathematics,
reading and science at the age of 15”
(Vujic and Baronijan, 2011, as quoted
by UNICEF 2012a). The findings are in
agreement that the positive effects of PSE
in early childhood are several times higher
for children from marginalized groups in
society.

In this chapter we will estimate the costs
of introducing a PPP with the goal of
achieving universal coverage of preschool
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children. We will first estimate the unit
costs of PPP, then calculate the cost of
implementing universal PPP for all children
who will go to school the following year (for
practical reasons we will call them children
age over 5), as well as for expanding this
PPP to children who are two years away
from starting school (we will call them
‘children age 4-5’) and three years away
from starting school (‘children age 3—-4’).
In this way all kindergarten children will be
covered by the PPP.

Given the importance of the PPP for child
development and its socio-economic
benefits for society as a whole as explained
above, this programme would be free of
charge. This means that the PPP would
be free for all children in Montenegro who
fall under this specified age group (from 3
years old up to the time they start primary
school education), including children who
already attend kindergarten. It is crucial for
the PPP to be free so that every child will
have equal access.

We will estimate the costs of introducing
in 2015 PPP with universal coverage for
all children (including those who already
attend PSI) age 5 until they go to school,
for children who are age 4 and above
in 2017 and for children who are 3 and
above in 2019. Therefore, if it were to fully
implement this programme, Montenegro
would achieve universal coverage of
children age 3-6 with free PSE in 2020.

5.1 ESTIMATING COSTS
OF THE THREE-
HOUR PRESCHOOL
PREPARATORY
PROGRAMME

From the previous analysis we learned
that PPP is to be provided for all children
in a municipality who are 5 years old until
the time they go to school (LPSE Art. 16.2
and 16.3); in practice this applies to one



preschool generation (‘children aged 5 and
above’). LPSE does not state the number
of hours, or days per week this PPP is to
be carried out for. However, since PPP is a
short programme (LPSE Art. 16.2), and a
short programme should last from three to
four hours (LPSE Art. 13), this means that
PPP should also last three to four hours.

The current short programme implemented
in Montenegro lasts only two hours and
we have to develop a three-hour PPP that
is better suited to achieve the necessary
developmental effects®. This three-hour
programme, in order to be efficient and
effective in realizing child development
goals, should last a minimum of 10
months, five days a week, so that each
child receives 600 hours per year of
preschool education.

We would like our PPP also to provide a
snack for all children. The reason is that this
would make it more attractive especially to
vulnerable groups that otherwise would
not send their children to PPP. Food
provided, especially in case of children
from vulnerable groups, is likely to have an
additional developmental effect if it includes
some of the staple foods that children may
be otherwise missing in their diets.

In the previous chapter we estimated the
costs of all primary programmes in terms
of full-day kindergarten costs (see step
3 under section 4.3). We will extend the
same approach here and express PPP
costs in terms of full-day kindergarten
costs. When we estimated the costs of
primary programmes we assumed that
their respective per-hour costs were the
same. If we made the same assumption
about PPP, its costs would be one-third
of the costs of a full-day programme

39 In fact, three hours is not only better than two
hours for child development reasons, but also
for more practical reasons. Three hours give the
parent just a bit more time to go to the market
or do some housework. This could make the
programme more attractive to parents.

(since it lasts three hours and a full-day
programme, on average, lasts nine hours).
However, we find that this can be only an
upper limit for PPP costs. These costs
should, in fact, be lower than the primary
programmes’ (full-day and half-day) costs
because:

= PPP will not need dormitories since
the children will not be sleeping, and

= As these courses will be organized
either in the morning or the afternoon,
but not across noon, the children
would have a snack and not a full
meal*,

Bearing in mind that for both of these
reasons PPP costs would be much lower
compared to the appropriate primary
programmes’ costs per hour, we will
estimate the PPP costs to be not one-
third but one-quarter of a full-day cost. In
this way we are making the PPP 25% less
costly per hour compared to the primary
kindergarten programmes’ cost per hour.

This position is supported by other
empirical findings: ISET Policy Institute
(2012) that finds this ratio to be around
1:4%'. Presenting the evidence of Armenia,
Kyrgyzstan and Poland, van Ravens
(van Ravens, 2010) concludes that “the
experience of other CEE/CIS regions
suggest that the half-day unit costs are
about a quarter of the costs of full-day
KG (kindergarten)™?; recent and as yet
unpublished findings in Macedonia point
in the same direction.

40 This may also be relevant with regards to cost-
effective organization. For example, if you have
the 4-year-olds in the morning and the 5-year-
olds in the afternoon, you can use the same
classroom, and even teacher. Note that for the
3-year-olds, we might be forced to have them
attend in the morning because most sleep mainly
in the afternoon,

41 See page 70 in ISET Policy Institute (2012). The
ratio of the adequate costs in Table 16 is around
1:4 for both geographical regions.

42 Here ‘half-day programmes’ correspond to our
short programme (PPP).
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We calculated our ‘normal’ annual
kindergarten costs per child (unit costs)
in section 4.3, and the unit cost of a child
in a full-day kindergarten programme
is €1,066. Following our discussion
immediately above we will estimate the
unit costs for PPP to be one-quarter of
that value, which is €266.50 per child
annually. The results of the previous two
studies in the region estimated unit costs
of PPP to be €160 in Macedonia (van
Ravens, 2010) and average costs of €490
in Serbia (UNICEF, 2012a). Note that in

the case of Serbia €490 is not a unit cost,
but an average cost. As we will show later
(see Table 14), average costs in our case
will be €320 and they are comparable to
€490 in Serbia. Therefore, this puts our
estimate somewhere in between these
two reference values (for Macedonia and
for Serbia).

We will use unit costs to calculate individual
PPP costs for all municipalities, following
the approach applied in van Ravens (2010)
and using a formula proposed by UNDP:

Exp,=c,x NormX P,

(transport costs)

g
3
|

On the right-hand side of the above
equation we have three explanatory
variables: the c-coefficient, which we
will discuss immediately below; the
Norm, which is the PPP unit cost we just
estimated (€266.50); and p, the number
of children that are to be covered by the
programme, which we will estimate from
the official statistics and our primary data,
in the next section of this chapter.

First we will discuss the c-coefficient,
or ‘c-density’. It is used to underline
the difference in per-child costs across
municipalities. The costs of providing
universal PPP to children in Montenegro
are going to be higher in municipalities
with lower population densities, compared
with those with higher population
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total costs for the government from PSE programmes

factor or coefficient to take into account special circumstances

or unit price, is what needs to be paid per child, in normal circumstances
population, total number of children covered

indicates the observed municipality.

densities. This is especially the case for
remote and hard-to-reach areas that need
additional costs in order to provide PPP
to all the children in order to achieve the
aimed universal coverage of children with
PPP. Furthermore these more sparsely
populated areas in Montenegro are
also generally less developed, have a
higher percentage of vulnerable children
(UNICEF, 2012) and currently a very low
rate of coverage of children with PSE (see
Table 3 and the discussion below it). In
fact, it was discovered that the population
density generally has an important impact
on these costs. That is exactly what the
c-coefficient, or ‘c-density’ is used for and
how it is applied (see Table 14). Based
on population sparseness, it allows for



additional costs that may be spent on
organizing transport for children to and
from the PSI or for organizing teachers
who could travel to where the children are
living®3. This additional amount of costs
is also meant to cover the extra costs of
having to deal with a small group size.*

The second column in Table 14 gives
information on the population density,
i.e. the number of people per square
kilometre, in each municipality. The
highest population density is in the
Municipality of Tivat which has 305 people
living per square kilometre. On the other
end of the spectrum we have Savnik
municipality which has only four people
living per square kilometre. Following
the approach applied in Macedonia in
van Ravens (2010), we will construct a
c-coefficient so that it allows costs to rise
by 25% for the municipality with the lowest
population density (Savnik) compared to
the municipality with the highest density
(Tivat) for which there is no increase in
cost (c=0).

For that purpose first we will calculate
the value called ‘Top-up’ by subtracting
population density in each municipality (in
the second column) from the maximum
population density for a municipality (305).
‘Top-up’ now has the value of zero for the
most densely populated municipality and
the highest value for the least populated
municipality. Finally, in the fourth column,
we calculate c-density by multiplying “Top-
up’ by 0.083056. This factor was calculated
to allow the c-factor to reach a maximum
of 25% for the municipality with the highest
‘Top-up’, that is:

25/301=0.083056.

43 So, for example, a teacher who works full-time
could work in the morning in one place, and in
another in the afternoon.

44 For example, in a village which is too remote to
have children travel, we may only find ten 5-year-
olds. This leads to higher per-child costs and this
too could be reflected in the coefficient.

Now that we have the c-density calculated
for each municipality, and the unit costs
for PPP (column 5), we can calculate the
costs weighted by the c-coefficient for each
municipality in the last column of Table 14.
These are our estimates of the per child
costs of PPP for each municipality. As
we can see the costs are the highest in
municipalities of Savnik and Pluzine (€333
per child), followed by Kolasin (€332 per
child), and the lowest in Tivat (€266.50 per
child).
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Table 14. Calculating the ‘c-density’ and costs of PPP across municipalities in
Montenegro

Unit cost x

Population

Municipality density  Top-up ‘c-density’ U“i(t€‘;°5t (1+c-density/100)
(pop/km?) (€)
Andrilevica 18 287 238 266.5 329.9
Bar 0 235 195 %65 3185
Berane . A %8 204 %65 3235
BijeloPole ! 50 %5 202 %65 3230
Buva 158 w o 122 %65 2990
Cetne 8 287 38 2665 3299
Danlovgrad 7 268 23 2065 3259
‘HercegNovi 131 174 s 2665 305.1
Kolasin 9 2% ue 2665 3321
Kotor 67 238 198 2665 3193
Mokovac 3 28 34 2665 3289
Niksic B 70 04 %65 3262 |
Pav a7 78 31 %65 3281
Plievija (& Zabljakr - 19 286 238 %65 329.9
Pluzne 4 M %0 %65 3331
Podgoica 129 176 e %65 3054
Rozaie 55 % 200 %65 3222
sank 4 M %0 %65 3331
Tat % o 00 %65 2665
e 7 21 189 %65 316.9)

* We have calculated (weighted) average density for these two municipalities.
SOURCE: MONSTAT data on population density, primary data and our calculations.

5.2 COSTS OF UNIVERSAL = for children over 5 years of age in
COVERAGE OF 2016,
CHILDREN AGE 3-6 = for children over 4 years of age in
2018, and

WITH THE PRESCHOOL
PREPARATORY
PROGRAMME

= for all children older than 3 in 2020.

This assumes introducing universal PPP
coverage for children over 5 in 2015, for

As already explained in the beginning
of this chapter, our goal is to estimate
the costs of achieving universal PPP
coverage:
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children over 4 in 2017 and for children
over 3 in 2019. Now we will estimate the
total costs of achieving universal coverage
of PPP in Montenegro.



In the previous section we introduced
a formula that we will use to calculate
the total costs of PPP. In this formula
we have already estimated the Norm
and c-coefficient, and we only need the
number of children (p) in order to calculate
the total expected costs (Exp). We have

plan for the introduction of PPP that was
outlined in the previous paragraph* and
multiplying the costs per child calculated
in Table 14 with the number of children
that should be attending PPP in order to
ensure full coverage of children that are
not currently included in PSE, we get the

estimated the number of children in total PPP costs presented in Table 15.

Montenegro, both overall and for each
municipality, for the period 2015-2020
following the analysis and procedures that
are explained in Annex Il. Following the

45 All children above 5 years of age (i.e. one year
away from starting school) will attend PPP in
2015 and 2016, all children above 4 will attend
PPP in 2017 and 2018, and all children above 3
years of age will attend PPP in 2019 and 2020.

Table 15. Total recurrent costs of preschool preparatory programmes for
Montenegro, 2015-2020, in € at 2012 constant prices

Municipality 2015 2016 2017 2018 2019 2020
Andrijevica 15,052 17,031 30,715 27,955 37,073 35,278
Bar 155869 156176 314620 332121 512060 523,087,
Berane 140643 133808 26550 244915 35081 338,310
BieoPole 195535 179928 335270 327,161 509,129 499,518
Buva 73801 76701 112756 114587 204190 207,805
Cefe 45021 4923 81387 W53 14719 150,962
Daniovgrad 57016 61044 99150 9223 152121 152,501
HecegNovi 83466 04266 178807 174401 265618 264,824,
Kolesn 23961 24080 45285 46181 74763 75,878
Koor 36566 50870 149286 154141 245718 253,608
Mojovae 26488 21025 46855 46004 68819 68,485
Nksc 262103 252935 503266 493645 767,22 765860,
Pav 45772 46785 86645 70504 98131 90,301
Plevia (and Zablak) 86775 88285 150538 139034 185328 171,812
Puzne T 6854 10747 9004 12349 10,549
Podgorica 735466 745150 1463974 1466000  2237,205 2,243,353
Rozale 130273 134271 232838 21320 323521 315,901
Sank 5267 6931 9140 1196 19386 19,943
Tvat a1 52327 89148 84871 139138 141,918
Uej 67788 72970 126670 119910 187,686 184,734

Total:

2,229,483 2,270,663 4,338,697 4,259,619 6,537,507

6,514,630

SOURCE: Our calculations.
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Since our primary data and original costs
are provided in 2012 prices, we have
expressed all future costs and revenues in
this analysis in 2012 constant prices, thus
making them directly comparable across
the years and allowing us to perform other
data manipulations without thinking about
the deflators.

Table 15 shows the costs of PPP, more
precisely, the costs of coverage with PPP
of those children that are not already
attending PSE. As we can see from Table
15 the additional costs that need to be
secured for PPP amount to €1 million
when only one generation is included in
PPP education, and up to around €3.4

million when all three generations are
to be included in PPP education. When
analysing the data from this table, one
should bear in mind that, unlike in the
table that follows, we have zero costs in
several municipalities over several years.
The reason is that we already have a high
rate of coverage of children aged 3-6 with
PSE in these municipalities (see Table 3)
and the coverage of over-5-year-olds in
some municipalities is even higher than
100%*. In these instances, instead of
having a negative number of children we
have assigned it a zero value.

46 This means that children from the other
municipalities attend PSE in these municipalities.

Table 16. Recurrent costs of PPP for the children who are not already attending
PSE, 2012-2015, in € at 2012 constant prices

Municipality 2015 2016 2017 2018 2019 2020
Andrijevica 12,052 14,031 24,531 22,244 29,888 28,441
B s o2 45 1622 665  Gmevt
B s 0igs fordod stz 2sens  24dsn
BioPole %4413 @0 204787 109570 3650 46974
B L R R )
Ceme wsaw ieo 79 iexe & a4,
Daniovgad 2568 a7 50479 456 sS4 eers,
Reeghon 0 i sas e &0 4360
Ko a0 eTm mae wew  sween 3
Koo 00 T o elaw e
Moo sem 1075 236 zi7is 4545 4sam
N o i o zose 4ass 4847
P 2 msn 545 4sae L1 6l
Ploa@nazebia 50229 S 89006 82127 116066 107602
Plgne 508 510 seR a7 1031 884
Podgoica 24623 275601 SS3610 50931 1025107 1027924
Rozsie 1223% 126962 212023 192795 20658 299563
sank S0 68 72 98T 1552 16045
Tl 0 0 1308 18059 183%
Ulcinj 31,767 38,975 73,928 69,283 122,685 120,755

Total:

989,243

1,034,122 2,033,033 1,955,438 3,461,938 3,433,725

SOURCE: Our calculations.
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While Table 15 presents the costs of
covering with PPP education children
who are not already included in PSE,
cost calculations presented in Table 16
are of a purely theoretical nature and
show what would have been the costs
of PPP education if all the children of the
appropriate age in Montenegro (those
over 5, over 4 and over 3 years old in
2015, 2017 and 2019, respectively) were
to attend it. However, some of those
children are already attending primary
PSE programmes (full-day and half-
day, see Table 6). Therefore, we should
not expect them to attend the PPP as
well. Instead, and bearing in mind the
aim of the Montenegrin PSE principle of
fairness, we will provide the PPP teaching
to these children within their primary
programmes. Since PPP education for
these children would be performed within
their existing primary programmes, this
will not incur any additional increase of
the recurrent costs. Nevertheless, here
in Table 16 we are calculating these total
PPP costs because we assume that they
are to be provided, for free, to all children,
regardless of whether they are or are not
already attending PSE*.

The results from Table 16 show that
having all children who are one year away
from starting school attend universal PPP
would cost around €2.2 million (€2.23
million in 2015 and €2.27 million in 2016).
In 2017 the costs rise to about €4.3 million
(€4.34 million and €4.26 million in 2017
and 2018, respectively) as we include
one more generation — those who are
two years away from starting school — in
universal PPP requirement. Finally, the
costs rise to around €6.6 million (€6.54
million and €6.51 million in 2019 and 2020,
respectively) due to the fact that we now
have all three generations of preschool
children covered by PPP.

47 Later we use this fact in programming PSE costs.

5.3 SUMMARY OF THE

CHAPTER
The  currently implemented  short
programme in Montenegro lasts only

two hours and for child development
reasons we need to develop a preschool
preparatory programme (PPP) that lasts
for three hours, that should last a minimum
of 10 months per year and five days a
week, so that each child receives 600
hours per year of preschool education. In
this chapter we first calculate the costs of
providing PPP per child by municipality:

= First of all, the unit cost of PPP was
estimated to be one quarter of a full-
day cost, which is €266.50 per child
annually.

= We use this unit cost to calculate
individual PPP costs for all
municipalities, following the approach
applied in van Ravens (2010) and
using methodology proposed by
UNDP.

® In this methodology the c-coefficient
(or ‘c-density’) is used as a weight
on unit cost in order to account
for regional differences. Based on
population sparseness, it allows for
additional costs that may be spent
on organizing transport for children
to and from the PSI or for organizing
teachers that could go to them. This
additional amount of costs is also
meant to cover the extra costs of
having to deal with a small group
size.

® Following approach applied in
Macedonia in Ravens (2010), we
construct a c-coefficient that allows
the costs to rise by 25% for the
municipality with the lowest population
density (Savnik) compared to the
municipality with the highest density
(Tivat) for which there is no increase
in cost (¢c=0).
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= The resulting costs are the highest in
municipalities of Savnik and Pluzine
(€333 per child), followed by Kolasin
(€332 per child), and the lowest in
Tivat (€266.50 per child). The average
cost of PPP per child is now around
€320.

Our goal in this chapter is to estimate
the costs of achieving universal PPP
coverage, which assumes introducing
universal PPP coverage for children over 5
in 2015, for children over 4 in 2017 and for
children over 3 in 2019. Following the plan
for the introduction of PPP and multiplying
the costs per child calculated with UNDP’s
formula with the number of children
attending PPP and estimated following the
procedure described in Annex I, we get
the total PPP costs. The results show that:

Having all children who are one year away
from starting school attend universal PPP
would cost around €2.2 million (2015 and
2016);

In 2017 the costs rise to about €4.3 million
as we include one more generation in
universal PPP requirement.

Finally, in 2019 the PPP costs rise to
around €6.6 million due to the fact that now
we have all three generations of preschool
children covered by PPP.

However, some of these children already
attend PSE primary programmes (full-
day or half-day). Therefore, we should
not expect them to attend the PPP as
well. Bearing in mind the aim of the
Montenegrin PSE principle of fairness,
we will provide PPP teaching to these
children within their primary programmes.
The actual additional costs of PSE
come from covering only those children
who do not already attend the primary
preschool  educational  programmes.
These costs amount to around €1 million
when only one generation is covered by
PPP requirement, to around €3.4 million
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when all three generations are to attend
universal PPP education.






Based on the costs estimated in chapter
4 of this study, the number of children in
PSI and their composition explained in
chapter 3 and the planned introduction
of PPP with universal coverage as
explained in chapter 5, in this chapter we
will programme the total recurrent costs of
preschool education in Montenegro for the
period 2015-2020. This will be performed
based on the following assumptions:

= All children who are already attending
primary PSE programmes  will
continue attending these. In effect,
this assumption in terms of our
estimations means that there is the
same rate of coverage of children
by primary PSE programmes (these
are the rates of coverage of children
by créeche and kindergarten that are
presented in Table 3);

= The structure of children attending
primary PSE programmes is the same
over the period 2015-2020 compared
to the structure we observed in
2012. This implies the following:
the composition of children who
attend full-day and half-day primary
programmes remains the same;
the composition of children across
creches and kindergartens remains
the same; and the composition of
children with regard to age groups in
kindergartens is the same;

= Thepreschool preparatory programme
(PPP) that lasts for three hours is free
for all children, including those who
already attend primary programmes
(i.e. those who already attend a full-
day or half-day kindergarten) for
whom the educational content of the
PPP will be taught within their primary
programmes;

= Preschool education is free for all
children from vulnerable groups,
including: children whose families
are beneficiaries of social benefits,
children with special educational
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needs and children that need
additional support due to specific
social, linguistic and  cultural
characteristics;

= Looking from the child development
aspect, it is a priority to ensure that
the educational content provides PPP
education to all children, especially
those who are not already included
in PSEs. Providing free service and
attracting children from vulnerable
groups is equally a priority;

®= The total budget for PSE is fixed
as a percentage of GDP (i.e. no
new government spending will be
demanded) at 0.38%, which is the
current share of the PSE budget out
of GDP.

Bearing in mind these principles, we will
try to find out how much more financing
will be needed to provide for the additional
PPP costs. As we have seen in section 4.4
which deals with PSI revenues, currently
state PSls get most of their revenue from
the budget (80%) and the parents (20%,
see Table 11 and Table 12). Therefore,
after exhausting the PSE budget, we
will assess the possibility of allocating
the rest of the costs to the parents, as
well. We will address different costing
scenarios bearing in mind the principles
and goals of PSE in Montenegro and the
legal framework presented in the second
chapter.

6.1 TOTAL RECURRENT
COSTS OF PRESCHOOL
EDUCATION IN
MONTENEGRO FOR THE
PERIOD 2015-2020

The total (recurrent) costs of preschool
education in Montenegro in our calculation
should now be comprised of the primary
programmes’ costs for the children who
already attend PSE plus the costs of



the newly introduced PPP educational
programme for those children who do
not already attend kindergarten. The
total costs calculated in this manner, and
expressed across municipalities, are
provided in Table 17.

Since the costs presented in Table 17
are made up of the recurrent costs of the
primary programmes and the recurrent
costs of the PPPs, these are presented
at the bottom of Table 17. As already
explained, these costs are calculated in
2012 current prices and are therefore
comparable across years. As we can see
from the results, even by 2019 when they
are the highest, the costs of providing
PPP to all the currently excluded
children (about 50%) are only 17% of
the overall preschool costs. In rough
figures, this means that 15,000 children
from primary programmes generate 83%
of total PSE costs, while an additional
10,000 children could be covered by just
17% of the total costs.

The total primary programmes’ costs were
calculated based on the 2012-measured
recurrent primary programmes’ costs
(those calculated in section 4.3, step 1),
but allowing for a slightly varying number
of children (since we have assumed the
structure and rate of coverage with the
primary programmes to be the same, the
number of children within PSI varies with
the population size).

Please bear in mind that we have used
only state PSls for measuring this, as has
already been discussed. Our analysis in
section 4.4 shows that private PSls did not
provide data on their revenues, except for
one. Furthermore, in section 4.2 we find
that there is a striking difference between
the cost levels and cost composition when
comparing state and private PSls (see
Table 10). Some of this dissimilarity, as we
previously discussed, was due to the small
size of private PSls, but we also found that

the costs of employees (i.e. employee
salaries) seemed to be quite low. For all
these reasons, our cost planning takes
into account only state PSls. Normally,
and as already provided by LPSE, private
PSls should be allowed to take part in
the provision of the PPP educational
programme, but we cannot expect that
their effect would be significantly higher
than it has been so far (see discussion on
number of children attending private PSls
in section 3.1) in such a short a period of
time.

The second component of the total
recurrent costs presented in Table 17 is
the cost of PPP for children who are not
currently included in PSE. These costs
we have already discussed and analysed
in the previous chapter and presented in
detail (for each municipality) in Table 16.

The total recurrent costs of PSE range
from less than €18 million in 2015 to more
than €20 million in 2020. The component of
primary programmes’ costs is slightly less
than €17 million throughout this period,
while PPP costs rise from about €1 million
in 2015 to around €3.5 million in 2020.
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Table 17. Total recurrent costs of PSE in Montenegro, with provision of universal
PPP coverage, 2015-2020, in € at 2012 constant prices

Municipality 2015 2016 2017 2018 2019 2020
Andrijevica 54,063 56,043 64,407 60,336 66,212 63,807
Bar  o75587 94867 1104618 1153119 1208562 1327789
Berane 545786 519099 590645 543038 607091 579,280
BieoPole 831900 779029 879027 859850 1018383 999,624
Buva 1186604 1153427 119365 1095582 190453 121139
Cefe 783307 8iNM2 813876 862730 89133 912716
Daniovgrad 327,79 313223 313411 208067 353090 354,121
HercegNovi 1048852 1064856 1042880 1024490 1057846 1,054,023
Koesn 267011 265541 274702 278737 303754 307601
Koor 991029 1083411 1152808 1181730 1249263 1,290,878
Mokovas 168470 159885 178622 176940 193830 193,146
Nksc 2123401 2107717 2265980 2045746 2472698 2,469,319
Plav 19082 17919 190869 165602 168335 152590
PleviaandZablak 485878 460020 455851 417777 420061 384461
Plzne 66725 64190 64927 60831 62012 58058
Podgorca 6663843 6670093 631993 6949110 7443878 7,467,736
Rozsle 400363 396667 475041 44727 5516682 541843
sank 6867 39024 39263 44002 50729 51669
Tat 482000 47424 455014 455081 495096 509,508
Ucnj 32548 317780 33943 325263 361300 375048

Total, of

which: 17,952,900 17,910,829 18,752,521 18,635,358 20,276,121 20,304,610

Primary

programme 16,963,657 16,876,707 16,719,488 16,679,920 16,814,183 16,870,884
costs

PPP for the

989,243 1,034,122 2,033,033 1,955,438 3,461,938 3,433,725
others

SOURCE: Our calculations.
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6.2 CHILDREN FROM
VULNERABLE GROUPS
AND CHILDREN WHOSE
FAMILIES ARE ON SOCIAL
WELFARE

As explained in the previous section, the
total (recurrent) PSE costs presented in
Table 17 include PPP costs as well as
costs of PSE for children from vulnerable
groups and children whose parents are
beneficiaries of social welfare scheme
(hereinafter: vulnerable children). PSE
should be provided for both of these
categories for free, in accordance with the
principles outlined in LPSE (see section
2.2 of this study). PPP is a priority because
it has a multiplicative effect on child
development, especially for children from
less affluent and less educated families
and for vulnerable children who otherwise
would not attend PSE. Furthermore, PSE
in any form is free for vulnerable children
(see chapter 2 for a legal explanation)
since one of the principles on which PSE
in Montenegro is based is inclusion of
the most vulnerable groups of children.
We estimated PPP costs in the previous
chapter, and now we will estimate the
costs of PSE for vulnerable children so
that both of these can be excluded from
the costs payable by the parents.

The number of vulnerable children was
estimated according to the explanation
in Annex Il. The number of vulnerable
children that were attending PSE in 2012
was provided by PSIs in answer to the
questions we had in our questionnaire.
Using this information we have estimated
the number of children from vulnerable
groups that will be attending primary PSE
programmes in the period 2015-2020.
Multiplying that number by unit costs for
the particular PSE programme gave us
the total costs for vulnerable children for
the period 2015-2020. This is presented
in Table 18. Please bear in mind that a

separate three-hour PPP educational
programme is free for all children, and
hence also for wvulnerable children.
Therefore, those costs (presented in
Table 16) have not been included in the
estimates presented in Table 18.

As we can see from Table 18, the costs
seem to be more or less evenly spread
across the observed period and amount
to around €860,000 per annum. Since
all children aged 3-6, according to our
plan, are to be covered by the PPP, all
vulnerable children will be included as
well. Knowing that this programme is
anyhow for free, and that the costs of PPP
for all the children that currently do not
attend PSE have already been calculated
(in Table 16), there is no need to allocate
additional resources (other than those
from Table 18) for vulnerable children.

In order to provide incentives for children
from the RE population who are not
already included in PSE to attend PPP
and to provide additional developmental
support to those children, we have
included a snack in our three-hour PPP
and have provided additional costs to
cover transport to and from the PSI, as
already explained in the previous chapter.
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Table 18. Costs of PSE for children from vulnerable groups, 2015-2020, in € at 2012
constant prices

Municipality 2015 2016 2017 2018 2019 2020
Bar 65,999 67,150 68,562 70,645 71,855 73,347
Berane 2959 31828 0775 20258 28206 27,136
BieloPojle 82592 80088 78205 76598 76191 74,106
Buva 954 0677 965 963 10054 10226
Cetie 63633 65201 66535 69538 079 72,524
Danlovgrad 39138 38500 7358 36,708 WET 37,640
HercegNovi 855 38678 8214 786 e 37,666
Kolasn 15161 15286 15399 15646 16002 16234
Kotor 14200 15023 15578 16001 16359 16852
Mojovac 2195 21380 21488 21302 21,142 21,039
Niksic 131349 130786 120090 129,115 129581 129338
Pav 20806 19430 17777 15611 14452 13129
Pleviaand Zabljak 25232 23497 21549 19904 18231 16710
Pluzine 2803 2506 2162 180 150 1,261
Podgorica 218475 218649 21853% 219057 219706 220307
Rozge 20202 19700 18872 18021 17879 17441
Twvat 49008 49183 48929 49374 50663 51,635
Ucnj 18132 17,831 17237 16779 16759 16488

Total:

869,991

864,388 856,843 852,879 854,770 853,680

SOURCE: Primary data and our calculations.

6.3 COSTS AND BUDGET
ALLOCATIONS FOR
PRESCHOOL EDUCATION

In the first row we present total (recurrent)
PSE costs that we already estimated in
Table 17 (total recurrent costs of state
PSls) and discussed in section 6.1 above.

IN MONTENEGRO FOR THE
PERIOD 2015-2020

In Table 19 we compare recurrent costs
of PSE and budget allocations for PSE in
Montenegro for the period 2015-2020.
Our goal is to make sure that the available
budget first covers the priority costs: the
PSE costs of children from vulnerable
groups and those whose families are
beneficiaries of social welfare, as well as
the costs of PPP that provide for free three
hours of preschool education that is equally
accessible to all children in Montenegro.
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These costs contain both our priority costs:
PPP costs for all children in Montenegro,
which are presented in the second row
of Table 19 (we have already analysed
these costs in Table 15), and the costs
of PSE within the primary programmes
for ‘vulnerable children’ that we have
presented in the third row of Table 19 (as
listed in Table 18 in the previous section
of this chapter). These services will be
provided to all children in these groups for
free, so we deduct these costs from the
total costs in the first row of our table to get
the ‘remaining costs’.
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Our PSE budget is expressed in terms of
Montenegro’s GDP. So, in order to estimate
the PSE budget for period 2015-2020, we
use projected GDP for the same period.
GDP estimates for 2015-2020 were made
using the official (and IMF projections)
projected GDP real growth rates. The GDP
values presented in the fifth row of Table 19
were recalculated using the official data and
expressed in 2012 current prices, as is the
case with all the other information provided
in Table 19. We have assumed that the
share of GDP spent on PSE (0.38%)
remains the same as it is now. Controlling
for inflation we used percentage growth of
GDP under constant prices and applied
those percentages starting from 2012 (as
a base year) when our survey took place.
Since 2018 was the last year for which
the GDP real growth rate forecast was
available on the IMF web site, we decided
to use that (last) percentage as an estimate
for GDP growth rates for 2019 and 2020.

Based on these assumptions we have
also estimated the size of the PSE budget
for the same period in the seventh row of
Table 19. In the following set of rows in
Table 19 we deduct PPP costs and the
costs of vulnerable children’s PSE from
the total budget*® since these programmes
are to be provided for free to the children
they are applied to. The result is ‘remaining
budget’ comparable to ‘remaining costs’
we calculated at the top of this table.

Finally, the difference between the ‘remai-
ning budget’ and the ‘remaining costs’ is
calculated in the last row of Table 19. This is
the amount of financing necessary to cover
all recurrent costs of PSE in Montenegro
while providing free PPP education to all
children within the targeted age groups.
We can see that the costs that cannot be
covered by the current size of the PSE
budget ranging from €4.4 million to €5.6

48 This is the same amount as we have previously
deducted from the total PSE costs in the first set
of rows in this table.
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million annually, which mainly depends on
the number of generations that the universal
PPP applies to and their coverage by the
primary PSE programmes. Expressed in
terms of total costs, the state would, in the
observed period, cover around 75% of the
total PSE costs, while around 25% (from
around 23.5% to around 27.8%) of the
estimated recurrent PSE costs would still
need to be financed.

6.4 COSTING SCENARIOS FOR
PRESCHOOL EDUCATION
IN MONTENEGRO FOR
2015-2020

In this section we will discuss possible
costing scenarios for financing PSE in
Montenegro for the period 2015-2020. As
we explained in the previous section, we
need to find financing for the difference
between the ‘remaining budget’ and the
‘remaining costs’, that we have calculated
in the last row of Table 19.

Currently parents pay the food costs of
their children*®, an amount of €40 per
month for the full-day primary programme
and €20 per month for the half-day primary
programme, which has been redefined
to €1.80 and €0.90 per day on days that
the child actually attends the PSI. The
latter policy solution does not seem to
be efficient, as it seems that revenue
realization is in some cases prohibitively
low, as is shown in our analysis provided
in Annex 11

The analysis in Annex Il shows that,
while the average attendance rate is
above 80%%, as we should expect®', the

49 A detailed explanation is provided in section 4.4.

50 This was also measured in our survey, as
explained in Annex Ill.

51 An attendance rate that is lower than that would
seriously undermine the positive effects of
preschool education, and hence the main goal of
introduction of the PPP with universal coverage
in the first place.



payments from parents were made for an
attendance that varies from as low as 42
days per year (the PSl in Plav) to 181 days
per year (the PSI in Pluzine). The average
value (simple mean) is 107 days per year,
meaning that the parents on average pay
for food for 107 days per year and that
would imply that an average child attends
PSE only 107 day per year. The total
number of working days in Montenegrin
PSIs was estimated to be between 221
(simple mean) and 238 (weighted mean),
which is slightly more than 10 months a
year. This gives us an average attendance
rate below 50% (107/221=48%)! Since
this is not the case, as we established that
the average attendance rate is higher than
80%, it follows that the actual realization
rate of parents’ contributions is too low.

With such revenue realization, it is not
possible to make commitments for future
policy measures. We suggest that this
policy — whereby parents pay for the
days their children show up at the PSI
— be amended. The possible solutions
could range from having the parents’
contribution be paid once the child is
enrolled, regardless of whether the child
attends the PSI on a particular day or not,
to allowing non-payment (of 50% or less
of the daily fee) if the child is not able to
attend the PSI for more than one week and
with a doctor’s written approval. Allowing
for a fixed amount to be paid each month
and a variable amount depending on
child’s actual attendance would be less
preferable because it would encounter
the same problem of non-realization of
revenues.

Different costing scenarios regarding
the amount payable by the parents are
presented in Table 20. They all provide for
the additional funding necessary to cover
all the projected costs of PSE over the
period 2015-2020, with slight variations.
The calculations were made based on
assumption that parents pay for PSE for

10 months in a year and that the payments
are made in monthly instalments.

Group A scenarios: The same fees
for kindergarten and créche

In the group A scenarios we are assuming
that parents pay full fees (or the price of
the PSE for parents) every month, and that
the same fees should be paid for créche
and kindergarten. Scenario A1 shows
that the total costs of the proposed
PSE programmes for 2015-2020 could
be financed by charging the parents
the monthly fees of €38 per month
for the full-day primary programmes
and €19 per month for the half-day
programmes. In the last row of the
scenario we provide the amount of funds
that remain after financing all the costs, that
is the difference between total revenues
and total costs of PSE (‘the result’). This
row is presented in bold. In scenario A1
we see that our result (the difference
between revenues and costs) is almost
always positive, even above €1 million
in 2016 and 2018. These additional funds
should be used to finance the education of
additional teachers, as well as other PSE
needs, but also to redeem any negative
result that may come out in the next few
years (such as in 2019). Nevertheless, in
this scenario we have too many additional
funds created in the first years, so we will
improve this scenario in the following step.

Since our PPP increases coverage of
children in 2015 (all children who are one
year away from starting school), in 2017
(all children who are two years away
from starting school) and in 2019 (all
children who are three years away from
starting school), also the total costs of
our PSE rise in these years. Therefore,
it makes sense to increase the price of
PSE that the parents pay (fees payable)
in those particular years. This we model
in scenario A2, where monthly fees for
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the full-day primary programme are
proposed to be €34 and €17 for the full-
day and half-day programmes in 2015
and 2016, €36 and €18 for the full-day
and half-day programmes in 2017 and
2018, and €38 and €19 in 2019 and 2020.
This scenario is certainly superior to
the previous as it allows for lower fees
that the parents would have to pay for
PSE and, consequently, less additional
funds created in the last row (in fact,
less than half compared to scenario
A1).

We will try to improve this result further in
scenarios A3 and A4 that allow for varying
fees across municipalities. Fees could be
made to differ for municipalities that have
lower levels of development, those that
have lower rates of coverage of children
by PSE, or some other criterion that is of
interesttothe policy maker. Sinceinourcase
lower coverage rates are closely related to
the level of development of a municipality,
we will use this criterion based on the
analysis we presented in Table 3. This
table separates municipalities into three
groups: high-enrolment municipalities,
medium-enrolment municipalities and low-
enrolment municipalities.

The first group, high-enrolment
municipalities, includes the following five
municipalities: Budva, Tivat, Kotor, Herceg
Novi and Cetinje. We will allow the parental
payments in these municipalities to be 20%
higher than the median of the appropriate
scenario (we multiply the median fees by
a factor of 1.2). The next group, medium-
enrolment municipalities, consists of the
following nine (or 10 if we count Zabljak
separately) municipalities: Podgorica,
Kolasin, Danilovgrad, Bar, Pljevlja with
Zabljak, Niksic, Mojkovac, Ulcinj and Plav.
Parents in these municipalities should pay
the normal, median fee as provided by
the appropriate scenario. Finally, parents
in the six low-enrolment municipalities of
Bijelo Polje, Berane, Savnik, Andrijevica,
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Pluzine and Rozaje should pay fees 20%
lower than the median, that is, the costs
for the parents would be calculated by
multiplying the median fees by a factor of
0.8%2,

In scenario A3 we propose a median fee
of €34 per month for the full-day and €17
per month for the half-day programme.
This is the amount payable by parents
in the medium-enrolment municipalities
and our median fee. For high-enrolment
municipalities the amount payable by
parents would be calculated by multiplying
the median fee by a factor of 1.2, which
is 34 x 1.2 = €41 for a child in the full-
day, or 17 x 1.2 = €20.50 for a child in
the half-day primary programme, per
month. For low-enrolment municipalities
the amount payable by parents would be
34 x 0.8 = €27 for a child in the full-day, or
17 x 0.8 =€13.50 for a child in the half-day
primary programme per month. The result
is similar to that in scenario A2, except
that in scenario A3 we will be lacking more
finance in 2019 and 2020.

Judging the scenarios by those having the
smallest difference between total revenues
and total costs, by far the superior result
so far would be achieved in scenario A4
where we vary the fees by the level of
enrolment in municipalities, as well as by
the years where we increase coverage®.
Since in this scenario the amount of fees
payable by the parents varies by year, it
will be explained by three values: the first
and the lowest one corresponds to 2015
and 2016; the second value, higher than
the previous one, is the amount of fees
payable by the parents in 2017 and 2018;

52 It is also possible to increase the fees by only
10% in municipalities with a high enrolment rate,
or decrease the fee by 10% in low-enrolment
municipalities. The existing scenarios would
again be applicable, but the results would be
more volatile.

53 As in scenario A3, fees payable by parents in
municipalities with lower and higher enrolment
are calculated by multiplying the median fees by
factors of 0.8 and 1.2, respectively.



the third and the highest value is the fee
payable by the parents in 2019 and 2020.
The assumption of scenario A4 is that the
average (median) fee would be €32, €34
and €36 per month per child for the full-
day and €16, €17 and €18 per month for
the half-day programme. This fee would
be payable by the parents in municipalities
with the average enrolment rate of children
in PSE®. In scenario A4, the fees payable
by the parents in municipalities with a high
enrolment rate%® would amount to €38, €41
and €43 for a child in the full-day and €19,
€20.50 and €21.50 for a child in the half-
day PSE programme. The fees payable
by parents in municipalities with a lower
PSE enrolment rate® would be €26, €27
and €29 monthly for a child in the full-
day and €13, €13.50 and €14.50 monthly
for a child in the half-day primary PSE
programme. Scenario A4 allows for higher
variations of fees by municipalities (and
years) and at the same time result has a
smaller difference between total revenues
and costs compared to the previous
scenario, as illustrated by the last row of
that scenario in Table 20.

Group B scenarios: Higher fees for
créche than for kindergarten

Group B scenarios propose that the
creche should be more expensive than the
kindergarten. This seems very reasonable
for two basic reasons. First of all, creche
costs are undoubtedly higher than the
costs of kindergarten, as discussed
in section 4.3 in chapter 4. Secondly,
universal PPP coverage of 3-6-year-old
children is a priority for developmental
reasons and hence is to be provided free-

54 Municipalities that comprise this group are:
Podgorica, Kolasin, Danilovgrad, Bar, Pljevlja
and Zabljak, Niksic, Mojkovac, Ulcinj and Plav.

55 These are: Budva, Tivat, Kotor, Herceg Novi and
Cetinje.

56 Those are the following municipalities: Bijelo

Polje, Berane, Savnik, Andrijevica, Pluzine and
Rozaje.

of-charge to all 3-6-year-old children,
even those who go to kindergarten. Since
PPP education for 3—6-year-old children is
free, these three hours of out of nine or
five hours that primary programmes last
should be free also. Therefore the price
of primary programmes should be lower
for 3—-6-year-old children to reflect these
three hours of universal service. While
very interesting, scenario B does not give
a superior result compared to the one
already obtained in scenario A4.

Scenario B1 proposes that the fee
payable by the parents should be €40 and
€20 per month for the full-day and half-
day primary programmes in créche, and
€34 and €17 per month in kindergarten.
According to this scenario the result (the
difference between revenues and costs)
stays positive until 2019, when it goes into
minus (the result is a shortfall over half
a million Euros in 2019 and a shortfall of
almost €200,000 in 2020). This shortage
in 2019 and 2020 is rectified in scenario
B2, where the fees for créche remain €40
and €20 per month (for the full-day and
half-day programmes, respectively), while
the fees for kindergarten are increased
to €36 and €18 per month (from €34 and
€16 in scenario B1). Scenario B2 does not
result in such a high lack of financing as
scenario B1. There is a €350,000 shortfall
in 2019 that could easily be replaced by
extras realized in the previous years. The
negative side of this scenario is that these
positive results (the extra funds realized)
in the previous years are quite high —
almost €1 million in 2016 and 2018. This
shows inefficient resource allocation.

A combination of these two scenarios
seems to be a better solution. Since
scenario B2 has higher fees and generates
too many superfluous resources in 2015—
2018, in this period we could have the fees
the same as in scenario B1 (€40 and €20
per month in the créche and €34 and €17 in
the kindergarten) which generates half the

A Study on Investing in Early Childhood Education in Montenegro 89



excess of the scenario B2 for the period
2015-2018. Since scenario B1 generates
a large shortfall in the period 2019-2020,
in this period we could administer higher
fees, at the amount of €36 and €18 per
month for the full-day and half-day in
kindergarten, as in scenario B2.

Scenarios B3 and B4 allow for the
parental contribution to vary across
the municipalities, depending on the
municipality grouping by rate of PSE
coverage (see Table 3). In scenario B3
the average fees (median) payable by
the parents from municipalities with an
average PSE enrolment rate®” is €40 and
€20 per month per child for the full-day and
half-day PSE programme in the créche
and €34 and €17 in the kindergarten.
The fees payable in the high-enrolment
municipalities® would amount to% €48
and €24 per month in the full-day and half-
day creche and €41 and €20.50 monthly
for the kindergarten. In low-enrolment
municipalities®® the fees should amount
to 80% of the median fee, which is €32
and €16 per month for the full-day and
half-day PSE programmes in the créche
and €27 and €13.50 in the kindergarten.
The result (difference between revenues
and costs) in this scenario is identical to
the one we realized in B2, while scenario
B2 is easier to administer because there
is no need to apply varying prices across
municipalities. The advantage of scenario
B3 is that it allows for the amount of fees
payable be more equitably distributed
across municipalities — it is higher in the
more developed municipalities that have
higher enrolment rates and lower in less
developed municipalities that have a lower
rate of coverage of children by PSE. The

57 See fn. 54 and a detailed explanation for
distribution of municipalities by groups is
provided in section 3.2.

58 See fn. 55.

59 We assume that the fees here are 20% higher
than the median.

60 See fn. 56.
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other disadvantage of this scenario is that
the price (the fees payable) is significantly
higher than the €40 and €20 limit in
municipalities with high PSE enrolment
rates.

It is also possible to increase or decrease
the fees by only 10% instead of 20%. In
that case the result, as measured by the
difference between revenues and costs,
under the assumptions of scenario B3
would be more like the result realized in
scenario B1, that is, it would be positive
(almost €800,000 in 2016 and 2018) and
negative in 2019 and 2020 (by a total
amount of half a million Euros).

Scenario B4 presumes that the fees differ
by municipalities, by calendar year and
are different for créeche and kindergarten.
Since in this scenario the amount of fees
payable by parents varies by year, it will be
explained by three values: the first and the
lowest one corresponds to 2015 and 2016;
the second value, higher than the previous
one, is the amount of fees payable by the
parents in 2017 and 2018; the third and
the highest value is the amount of fees
payable by the parents in 2019 and 2020.
According to this scenario, the median
fees are €38, €39 and €40 monthly for the
full-day and €19, €19.50 and €20 monthly
for the half-day créche, while for the full-
day kindergarten the median fees are €32,
€34 and €36 per month and €16, €17 and
€18 for the half-day kindergarten. Fees
payable by parents in high-enrolment
municipalities would be: €46, €47 and
€48 for the full-day créche; €23, €23.50
and €24 for the half-day créche; €38, €41
and €43 for the full-day kindergarten; and
€19, €20.50 and €21.50 per month for
the half-day kindergarten. The monthly
fees payable by parents in low-enrolment
municipalities according to this scenario
would be: €30, €31 and €32 for the full-
day créche; €15, €15.50 and €16 for the
half-day créche; €26, €27 and €29 for the
full-day kindergarten; and €13, €13.50 and



€14.50 for the half-day kindergarten. This
scenario seems to have the lowest total
result, i.e. difference between revenues
and costs and from that aspect it is
superior to the other scenarios within this
group. lts disadvantage is that the fees
vary across the three criteria making them
more difficult to administer.

As we can see from Table 20, most of the
scenarios within groups A and B propose
a parental contribution that is not higher
than €40 per month for the full-day and
€20 per month for the half-day primary
programmes®!, which was the reference
value of what parents are supposed to pay
now. The last row in each scenario, which
is presented in bold, gives the amount of
funds that remains after all the costs have
been accounted for. We can see that this
difference is mostly positive, allowing the
additional funds to be used for financing
additional costs such as providing
education for the teachers (especially new
teachers), in particular for PPP training,
but also to help overcome negative
results that appear in some years (2019
in particular).

Group C scenarios: Fees payable
by parents are realized in 80% of
the cases

Finally, the group C scenarios propose that
parents pay fees only 80% of the time. The
reason we chose 80% is that, according to
our research that we explained in Annex I,
the average attendance rate is above 80%.
Furthermore, as already mentioned in this
section, if the attendance rate were lower
than that, it would seriously undermine
the main purpose of introducing PPP
education that all the children can take.

61 That is, the amount of fees payable in the high-
enrolment municipalities is higher than this
amount, while the median remains at the level
that is not higher than €40 or €20. This caveat
applies only to scenarios A3, A4, B3 and B4.

In fact, children that would not attend at
least 80% of the PPP classes could be at
a disadvantage compared to their peers in
their future education. In these scenarios
our monthly fees would have to rise above
the €40 and €20 level, as we can see from
our table.

From the first of these scenarios, scenario
C1, we can see that if the parents were
to pay just 80% of the daily fees®, the
maximum monthly fee in our previous
scenarios, €40 and €20 per month, would
not be enough to cover the proposed costs
of PSE. In fact, it would take fees of €46
and €23 per month (for full-day and
half-day programmes respectively), as
proposed by scenario C2, to finance
the proposed PSE programmes for the
period 2015-2020. This is opposed to just
€38 and €19 per month that would suffice
if parents were to pay for each of the 10
months that a child attends the primary
PSE programmes, as evidenced by
scenario A1. Therefore, we can conclude
that lowering the rate of fee payment
realization from 100% to 80% caused an
increase in the amount of monthly fees
payable by the parents from €38 to €46
for the full-day, and from €19 to €23 for
the half-day programmes (an increase
of about 17% in the amount of the fees
payable by parents).

Scenario C3 provides for different fees
for créche and kindergarten. Under the
assumption of the group C scenarios
that the realization of fees payable by the
parents is 80%, the monthly fees would
now have to be €50 and €25 for the full-day
and half-day créche and €45 and €22.50
for the kindergarten. In the similar scenario
where parents pay the full school fees each
month (scenario B1), we could achieve a
similar result with €40 and €20 per month
for the full-day and half-day créche and

62 This could happen if the average attendance
rate were 80% and the PSls were able to realize
payments for all the other days.
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€34 and €17 for the kindergarten (or €36
and €18 in scenario B2). To conclude, due
to lower fee payment realization (of 80%
as opposed to 100% as in scenarios A and
B), the amount of fees payable by parents
would be about 20% higher.

Scenario C4 allows for an increase in the
fees that the parents pay over the years:
it would be €42 (in 2015 and 2016), €44
(in 2017 and 2018) and €46 (in 2019 and
2020) for the full-day programme, and €21,
€22 and €23 for the half-day programme.
Similarly in scenario A2 where parents
pay full monthly fees, the same results
would be realized with monthly fees of
€34, €36 and €38 for the full-day and €17,
€18 and €19 for the half-day programmes
(scenario A2). Compared to scenario A2,
scenario C4 realizes a similar result, but
the monthly fees are about 17% higher.

In scenario C5 the fees vary by
municipality, depending on the enrolment
group (high-, medium- and low-enrolment
municipalities)®®. The median fee needs
to be €44 and €22 per month if parents
were to pay 80% of the total monthly
fees (see scenario C5). This fee is as
much as 23% higher compared to €34
and €17 per month if the full payments are
realized (in scenario A3).

Scenario C6 also varies the price of PSE for
parents depending on the enrolment group
of a particular municipality, as in scenario
C5, but also varies the fees across the
years. The parents are supposed to pay
€40, €42 and €44 per month for the full-
day and €20, €21 and €22 for the half-day
programmes, with the fee modification
applied in 2015, 2017 and 2019. If the full
fees were payable by parents, then under
the same assumption, the fees payable by
the parents would be €32, €34 and €36
for the full-day and €16, €17 and €18 for
the half-day programmes (scenario A4).

63 See Table 3 and a detailed explanation in section
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The fees payable by the parents are about
20% higher than the fees that would be
paid if the fees were realized in 100% of
the cases, as in scenario A4.

In short, in the group C scenarios, where
it is allowed for the parental contribution
to be realized in 80% of the cases, the
resulting fees charged to the parents are
around 20% higher than the fees that
would be charged in scenarios A and B,
where fees are charged regardless of
whether the child attends the PSE on a
particular day or not.



05898l 8.¢z0z- ovv'izL S8€°Zre 0ZzZ‘68Y oLL'v9lL ‘C'V Ul SJS00 [B0} — SBNUSASI [ej0L

658 v¥v'S 958°92'S 900°660'S v18'GLL'G 896'7./8'v ¥05°206'% '’V Ul spueled Woy) senuaAail [ejo)
0v9'L€C 651'€€C G0L'6LC ¥68'€2C zsr'ale 6Y5'€ee anuaAal [ejo} Aep-jeH
6LTELT'S 169°E6L'S L0€°6.8'y 086°168'% 916'869'y GG6'€89'Y anuanal [ejo} Aep-in4

Alonoadsal 6102 pue /10Z ‘GLOZ Ul 9SU S99) ‘613 pue 813 ‘|3 S99} Aep-jiey pue ge3 pue 983 ‘¥£3 ale saa) Aep-|ind :Z"y 0lBUsIS

0s8‘o8l 8.¢z02- 8LL'P00°L 009°'92S 9v.‘290°L yov'ivL *}7Y Ul S}S00 [€10} - SenuaAal [ejoL
658'vrY'S 958'0zt'S ¥82'28¢'s 680°'00%'S vey'8vy's 158'v8Y'S 1} Ul sjuaded Woyy sanuanal [ejoL
0v9'l€e 651'e€T L16°1€C zee'9ee 916'L¥T 6v8'6vC anuanal [ejo} Aep-jleH
LTS 169'€61'S €L€'0GL'S LGL'€9L'S 115'902'S 800'G€C'S anuanal [ejo} Aep-{in4

Ajennoadse. ‘Aep-jiey pue Aep-jinj o) ypuow Jad 613 pue ge3 Aed sjusied :| Y oLBUSIS

NILIVOHYIANIM ANV FHIOFHD ¥O4 334 TvnO3 'V

161} S0Z' 861} 122’} 152"} 262} uoebiepuy Aep-jeH
0920} rad]} LZV'0) 8LL'0) G0E'0l 0Ly'0l uapeBiapuny Aep-jing
144 144 144 144 £e ¥4 80210 Aep-jeH
6GY'E Err'e Ley'e Ly'e 96€'e 99¢'e ayoa.o Aep-|in4

-, UaJp|Iyo Jo Jaquinu pajewns3

010'8SZ°S ¥£2'629'S 99G°L.LE'Y 681°'cL8'V 8v.'G8EY vec'erl'y 3obBpnqg 354 Aq paianod jou s3sod 3Sd

s9914d JUBISUOD ZL0Z IB 3 Ul ‘0Z202—G10Z ‘siualed Aq ajqehed s}sod 3sd Bulurewau 10} soleuass Bunson gz a|qel



80L‘8.L- G8€'996- Rad4c 6L5'cal 999°€69 811'99¢ :}°g Ul 8)S00 [ej0} - SanusAS) [ej0L
206'620'G 6Y8290'S £00'220°S £00°2€0°S vIv'6L0'S TLLOLL'G g Ul sjualed woly sanusAal [ejoL
965'€02 7.18%0C 81.1'c0C 2€9'20C 885'21e 169'61C anuanal uapeBiapury Aep-jleH
evy'asy's 99¢'9.¥'¢ 1B0'EPY'E €8¢'09t'c 58'€06'¢ 15€'6E5°E anuanal uapebiapury Aep-jin4
ey o'y 244 86Y'y GvS'y 25y anuaAal ayoaud Aep-jleH
8vG'e8e’l L0T°LL€E") 0GL°0L€"} Az 9zY'8GE’L G8G'arE’l anuaAal 8yoaid Aep-|in4

ypuow Jad /13 pue $g3 ade sasgy uajiebiapuly ‘(Aep-jjey pue Aep-jiny) ypuow 4ad 9zZ3 pue 03 aJe S934 8Yydald) :L g OlIBUBIS

N3ILHVOUIANIM ¥O0d NVHL FHOFAUD HO4 S334 ¥3HOIH "9

veo‘ecl €00°962- 9¢£5°'679 8€L'V9lL €69°'V6€ Lyv‘09 ‘7Y Ul S}S00 [€10} - SenuaAal [ejoL
¥€9°26€'S TETELE'S 201'220'G 922'8€0's 0vy'08Ly L¥8'€08'y y'Y Ul sjuaded Woy senuanal [ejoL
vio'rie \L'Gle 185202 €22'90¢ €51'861 6v€'v0C anuaaal [ejo} Aep-jleH
020€8L'S 06Y'2GL'S GIS've8'y ¥00'2E8'Y 886'18G'Y €61'665 v anuaaal [ejo} Aep-jin4

(A19A1393ds31 “6L0Z PUB £L0Z ‘GL0OZ 104 918 SOSLI 994 a1oym Aep-jjey Joj 813 pue /13 ‘913 pue Aep [[nj 10j 9€3 PUE HES

‘7£3) sieaf ay) 4aA0 sasll 89y ueipaw ay} ajiym ‘dno.b juawjoius ayj uo buipuadap ‘sapijedidjunw Ssoloe s8a) Bulfiep '\ OlIBUBIS

vzio9l- S1S'PSS- 9¢€5°'6Y9 8€L'v9l 0.v'€69 889°09¢ ‘€'Y Ul SJS00 [0} — SenuaAai [ejoL
G9.'/60'G 6LL'L0'S 201'220'S 92z'8e0's 812'6.0'G 180'70L'S ‘€'Y Ul sjualed WoJ) sanuSAal [ejoL
169202 962'¢02 185202 €22'90¢ 958'01C 0zl'Lie anuanal [ejo} Aep-jeH
GL0'G68'Y £€96'0/8'7 GlG've8'y ¥00'2€8'y 29¢'898'y 196988y anuaaal [ejo} Aep-jin4

yyuow 4ad /L3 pue pg3 JO S9d) ueipaw ay} yum ‘dnoub yuswjoius ayj) uo buipuadap ‘saniedidiunw ssoide sady builiep &'y olL1eudsdS




§69'0LC 08L'11e 908861 00v'20C 918'v61 €2.'002 anuanal uapebiapury Aep-jleH

768'2.8'¢ 8€.'v58'c 61109 G8G'GL9'e 8YY'Ery'e vre'eLy'e anuanal uapefiapury Aep-ng
vee'y o'y LEE'Y Gee'y 8lE'y €'y anuaAal 84oald Aep-jleH
869'GGY'L €0G°LYY'L zeeeor'l y0€'G6E" | 910°cse’} L09'8€E"L anuaAal 84oald Aep-|in4

AjoAnposadsad ‘6L0Z pue /L0Z ‘GLOZ ul sl sS993y alaym ‘sawwesboud Aep-jjey ayj 104 L3 pue /L3 ‘9L3 pue Aep-jinj ay) 1o yyuow 4ad 9g3
pue pg3 ‘2e3 a4e sagy ueipaw uapebiopuly ‘saswweisboidAep-jiey ayy 104 0Z3 pue 0G°61L3 ‘613 pue Aep-|iny ayjy 4oj yyuow Jad g3 pue

6€3 ‘9€3 o4 S99Y UIpOW 9YI9.19 :9SII S99 pue ‘dnoub juawjoiud ay} uo buipuadap ‘saniedidiunw ssolde sod) builiep p'g oLeUdIS

€9.°8S 0€L'9ge~ £80°998 520'08¢ 829°206 CTANAL :€°g Ul $}S00 [EJO} - SBNUBARI [E}0]
€LLOIE'S G06'262'G 089'€vZ'S £95'€52'S 9/€'¢62'S 0ZL'91E's £'g Ul sjualed wolj sanusAal [ejoL
066'861 ¥10'002 908'86) 007202 £66'902 892'¢1Z anuanai uspebispury Aep-jleH
1€L'169'C 985'0%9'¢ 61109 685'GL9'E 99'859'¢ 092'689'¢ anuanai uspeBiapury Aep-in4
¥SE'y 2or'y 677y 861y Y'Y 268y anuanal 8yoa.0 Aep-jleH
869'35Y'| 05" L1t €0z'6er' | 180'LEY'} vL1'eTy') 090'60'} anuaAal 8210 Aep-|in4

yyuow 4od /L3 pue pg3 ade sod) ueipaw udjiebiapuly

‘yyuow 4ad g3 pue op3 aie S99y uelpaw aydsaid ‘dnoub Juswjoius ayj uo buipuadap ‘sanijedidiunw ssoloe sady bulliep g g oLieuddS

690°'6E Lv8‘6ve- 656'858 v8z'6Le 082216 668285 :2°g U1 S}S02 [EJO) — SBNUBASI [€}0]
8.0'162' €6€'6L2'G 925'9€2'S €11'752'S 820'862'S Z67'1€€'S '8 Ul sjualed woJy sanuanal [ejo]
0€5'GLT 9z6'91C 104'612 9r8'612 £60'G22 029'2€2 anuana uspebiapuny Aep-jleH
9v9'€69'¢ 858'089'¢ 929'Gv9'e GE6'€99'C 796'60.'€ 66G'LYL'E anuana uspeBiapury Aep-ng
Se'Y 201y 6y 86y SvS'y 268y anuaAa1 849910 Aep-jleH
875'¢8¢"| L0T'LL€") 0S2'0L€"} 67 79€"| 9z7'85¢"} elelege anuaAal 84090 Aep-jin4

sowuwelboid

Aep-jjey pue Aep-jiny ayjy 1oj yypuow Jad gL3 pue 93 ae saay uapiebiapuly ‘Yyuow iad 9z3 pue O3 a4e S93) dYydal) :Z°'qg OLIeUdIS



690°6E Lv8‘eve- 656858 v8z'6.Le 08Z°ZL6 668°285 ‘€70 Ul S}S00 [B0} - SanusAaI [ejoL

8.0°L6C'G €6€'6.C'G 925'9€T'S €11°2GC'S 820'86C'S T6TLEE'S €0 Ul sjualed oy senuanal [ejo)
0es'Gle 9z6'9le L0L'Gle o8'6LC £60'62C 029'2€C anuanal uapeBiapury Aep-jleH
9v9'€69'¢ 868'089°¢ 929'GY9'e GE6'€99°C ¥96'60L°¢ 6eG'iyl'e anuanal uapeBiapury Aep-inJ
vee'y 20v'y v’y 86v'y SvS'y cesy anuaAal ayoaud Aep-jleH
8v5'ese’l L02'LL€") 05L'0L€") A 9cv'ese’) Ggs'ove’l anuaAal 8yo.o Aep-nd

ypuow Jad 0G°ZzZ3 puk Gy aJe soay usyebiapury ‘(Aep-yey pue Aep-jing) ypuow Jad GZ3 pue G3 aie S8dj 8Yydald g9 OLIBUBIS

L0671 €s'cle- LSL'ves 120'9G¢€ 889°068 852895 ‘¢"0 Ul S}S00 [E]0} - SaNUSASI [BJ0L
L16TLT'S z8Y'eGe's LIETIT'S 095'62¢'S 9eY'9.2'S LGO'LIES 20 Ul sjuaied Woyy senuanal [ejo)
Gee'ree 96.'GeC 185'vee 698'82¢ LIT'YET 656'L7C anuaaal [ejo} Aep-jleH
16G'870°S 989'620'G 0€L'286'7 169°000°G 6G1'2v0'G 269'690'G anuaaal [ejo} Aep-{in4

sowweiboud Aiewrd Aep-jjey pue Aep-jiny ayjy 404 ypuow Jad £z3 pue 93 ae sd3y uapiebiapuly pue aysald :g'9 OLIeUdIS

698229~ 052'650°L- €88'VG1 svo‘9ze- 8S1'20T L95'vel- :}"0 Ul S}S03 [EJ0} - SBNUSASI [BI0L
Gy1'G8S'y 86'69Gy 0SY'2€5'y eV LYS'y G0Z'88S v 128'819'y 10 Ul spuased WoJj sanuSAal [BJoL
990°G61 pre'961 £62'G61 £10'661 612°€0C 66€°0LC anusAal [ejo} Aep-jleH
6.0°06€Y 0v9'eLEy 961 L€€'y Ley'sre'y 98Y'¥8E'y 82y'80v'y anuaaal [ejo} Aep-jin4

sowwesboid fiewrd Aep-jrey pue Aep-jinj ayp 1oy ypuow 4ad 0zZ3 pue o3 oie s9a) uspiebiapuly pue aysoid L 9 OLIBUDBIS

SAVA 40 %08 ¥0Od SLNINWAVd TVLNIHNVd ANV %08 40 31V IONVANILLY "D

629682 zi8‘oLL- 266628 S8LYYE 158°809 98v'z.Le ‘p'g Ul SJS09 [Bj0} — SenusAsl [EJoL
6E9'EYS'S zey'8lLe's 866'202'G vL9'11T'G 865'766't 088'GL0‘S '@ ul sjusled woly senuansl [ejoL




‘suolje|ngjed InQ :3DHN0S

"S1S00
3Sd Joj Aed jou op Aayy @ouls sdnoub ualp|iyd ajqelaujnA ay) wolj ualp(iyo snuiw sswwelboud Aewrd ay) wody ualp|iyo ale asay] ,

L19°61 801'GLE~ €6€°06S vov'soL 200°ss¢E Lyv'09 ‘9" Ul SJS00 [E10} — SonuaAal [ejoL
989'212'G 128'€52'S 096°296'7 €56'8.6'7 0SL'0vL'Y L¥8'c08'Y 19°0 Ul sjueled wolj sanuaAal [ejoL
¥¥8'602 Ly6°012 02°002 161'€02 29L'851 6v€'v0C anuAal [ejo} Aep-jeH
Ty8°190'S 088°2v0'S 9G.'19Ly 9G1'GLLY 8861857 €6Y'665Y anuanal [ejo} Aep-in4

(Ajaanoadsau
‘6L0Z pue /L0Z ‘GL0OZ Ul An220 Sasealaul 934 alaym sawwelboid Aep-jjey ayj 104 Zz3 pue LzZ3 ‘023 pue Aep-jiny ay) 1o} pp3 pue Zyd

‘0t3) sieaf ay) 4aAo saslI 89y ueipaw ay} ajiym ‘dno.b juawjoius ay) uo Buipuadap ‘sapijedidjunw ssoloe saa) Bulkiep :9°D oLIeUdIS

11961 80v‘GLE- £96'028 185°zve 1£1°T.18 zes‘ovs ‘G U1 SS9 [B0} — senuaAai [ejoL
989°21T'S 128'€5T'S 625'70C'S 90'9Le's v8Y'8GC'S A TAY 'G"D Ul sjualed w0y sanuaAal [ejoL
v¥8'60C Ly6'01C 8€.'60C L0g'ele 862812 v8L'vee anuaaal [ejo} Aep-jleH
Tv8'L90°S 088'20'S 16L'v66'Y GG'200'S 181°010'S Zhv'650'S anuaaal [ejo} Aep-jin4

yyuow 4od gz3 pue pp3 Jo 994 ueipaw ay} yum ‘dnoub yuswjoiua ayj uo buipuadap ‘sanijedidiunw ssoioe sagy bulhiep :G) oLieuddS

106'vL €s.'cle- 8Z1'809 669°8Z1 898°LEY G/€'901 ‘70 Ul S}S00 [BJ0} - SBnuUSAal [BjOL
L16'2LT'S Z8Y'aGe's 669'G86'Y 881'200°G Gl9'/18'Y 69L°6v8'v §70 Ul sjualed woy senuanal [ejol
Gee'vee 96.'Gee €z8'rie 816'81C G06°€LC 616'0¢C anuanai [ejo} Aep-jleH
165'870'G 989'620'G TL8'0LL'y 692°€8L'Y 012°€09'y 68829’y anuaaal [ejo} Aep-jin4

Ajoanoadsau

6402 PUE £L0Z ‘GLOZ Ul 9S1 S99y ‘Ypuow Jad £23 pue ZZ3 LZ3 aJe Sa94 Aep-jjey pue 93 pue py3 ‘Tp3 d1e sasy Aep-ing :p°D oLeUddS




6.5 SUMMARY OF THE
CHAPTER

In this chapter we programme the total
recurrent costs of PSE in Montenegro and
construct scenarios for financing them for
the period 2015-2020. This we performed
based on the following assumptions:

= All children who are already attending
primary PSE programmes will conti-
nue attending these;

® The structure of children attending
primary PSE programmes is the same
over the period 2015-2020 compared
to the structure we observed in 2012;

= Thepreschoolpreparatory programme
(PPP) that lasts for three hours is free
for all children, including those who
already attend primary programmes
for whom the educational contents of
PPP will be taught within their primary
programmes;

= Preschool education is free for all
children from vulnerable groups,
including: children whose families
are beneficiaries of social benefits,
children with special needs and
childrenfacing difficulties due to social,
linguistic and cultural obstacles;

= The priority is to provide PPP edu-
cation, while the primary programmes
are secondary, viewed from the aspect
of child development. Providing free
service and attracting children from
vulnerable groups are equal priorities;

®= The total budget for PSE is fixed
as a percentage of GDP (that is, no
new government spending will be
demanded) at 0.38%, which is the
current share of PSE budget out of
GDP.

We find that total recurrent costs of PSE
range from less than €18 million in 2015
to more than €20 million in 2020. The
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component of primary programmes’ costs
is slightly less than €17 million throughout
this period, while PPP costs rise from
about €1 million in 2015 to around €3.5
million in 2020.

We calculate the amount of financing
necessary to cover all recurrent costs
of PSE in Montenegro, while at the
same time covering the costs of free
PPP education for all children within the
target age groups. The costs that cannot
be covered by the current size of PSE
budget range from €4.4 million to €5.6
million annually (around 25% of the total
costs), mainly depending on the number of
generations that the universal PPP applies
to and their coverage by the primary PSE
programmes.

Parents could finance the difference
between the PSE costs and revenues
coming from the state budget. Currently
parents pay the food costs of their
children at an amount of €40 per month
for the full-day primary programme and
€20 per month for the half-day primary
programmes, which has been redefined
to €1.80 and €0.90 per day on the days
that the child actually attends the PSI.
The latter policy solution does not seem
to be efficient, as it seems that revenue
realization is in some cases prohibitively
low. While the average attendance rate
is not lower than 80%, the average
attendance rate as measured by fee
realization from parents is below 50%
and in some cases it is as low as 19%.

With such revenue realization, it is not
possible to make commitments for future
policy measures. We strongly suggest
that this policy — whereby the parents pay
for the days their children show up at the
PSI — be amended. The possible solutions
could range from strictly demanding that
the parental contribution be paid once the
child is enrolled, regardless of whether he/



she attends the PSI on a particular day
or not, to allowing non-payment (of 50%
or less of daily fee) if the child is not able
to attend the PSI for more than one week
and only with a doctor’s written approval.
Allowing for a fixed amount to be paid each
month and a variable amount depending
on the child’s actual attendance would
be less preferable because it would face
the same problem of non-realization of
revenues.

Various scenarios regarding modes
of calculating PSI fees payable by the
parents were developed.

= The scenarios have been divided in
three groups: A, B and C. While group
C scenarios allow for the fee payment
be realized in 80% of the cases,
the scenarios in groups A and B
assume full fee payment realization.
Scenario group A assumes that the
same fees are payable for créche
and kindergarten, while the concrete
scenarios can be summed up as
follows:

= Scenario A1 shows that the total costs
of the proposed PSE programmes
for 2015-2020 could be financed by
charging monthly fees of €38 for the
full-day primary programmes and
€19 for the half-day programmes.
With these fee levels, revenues are
almost always higher than costs, by
even more than €1 million in 2016 and
2018;

= In scenario A2 we propose that the
monthly fees for primary programmes
should be €34 and €17 for the full-
day and half-day programme in 2015
and 2016, €36 and €18 in 2017 and
2018, and €38 and €19 in 2019 and
2020. This scenario is better than the
previous one as it enables parents to
pay lower fees and hence leads to
50% less superfluous resources;

" In scenario A3 we propose that
the average value (median) of the
monthly fee should be €34 for the
full-day and €17 for the half-day
programme in municipalities with
an average enrolment rate®. In
high-enrolment municipalities, fees
payable by the parents are calculated
by multiplying the average (median)
fees by a factor of 1.2, which gives
€41 for the full-day and €20.50 for
the half-day programme per child. In
low-enrolment municipalities the fees
payable by the parents would be 80%
of the median fee and would amount
to €27 for the full-day and €13.50
for the half-day programme monthly
per child. The result (the difference
between revenues and costs) in this
scenario is similar to the result in
scenario A2, except that scenario A3
lacks substantial resources in 2019
and 2020;

= The assumption of scenario A4 is that
the average monthly fee (the median)
payable by parents would amount to
€32 and €16 for the full-day and half-
day programmes in 2015 and 2016,
€34 and €17 in 2017 and 2018, and
€36 and €18 in 2019 and 2020. This
fee would be payable by parents
in municipalities with average PSE
enrolment rates. Parents in high-
enrolment municipalities would be
charged a fee that is 20% higher,
while parents in low-enrolment
municipalities would be charged
a fee 20% lower. Out of all group A
scenarios this scenario (A4) provides
for revenues that differ the least from
the total costs.

Group B scenarios assume that the créche
fees are higher that the kindergarten fees.

64 According to the analysis provided in section 3.2.
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We have proposed four scenarios in this
groups that give the following results:

= Scenario B1 proposes that the
monthly fee payable by the parents
be €40 and €20 for full day and
half-day creche, and €34 and €17
in kindergarten. According to this
scenario the result (the difference
between revenues and costs) is
positive until 2019, while it becomes
negative (minus half a million Euros in
2019 and almost €200,000 in 2020);

= Scenario B2 assumes that the
monthly fee payable by the parents
is €40 and €20 for the full-day and
half-day créche, and €36 and €18 for
kindergarten. This provides a result
that is almost always positive, except
in 2019 when there is about €350,000
shortage that could be easily covered
by significant extras realized in the
previous years;

= In scenario B3 the average monthly
fee (median) payable by the parents
in the municipalities with the average
PSE enrolment rates is €40 and €20
for the full-day and half-day créche
and €34 and €17 for the full-day
and half-day primary programme in
kindergarten. The fees are 20% higher
in high-enrolment municipalities and
20% lower in low-enrolment muni-
cipalities. The result obtained in this
scenario is almost identical to the one
in scenario B2;

= Scenario B4 assumes different fees
across municipalities, creche and
kindergarten, and the calendar year.
In this scenario the average monthly
fees (the median), payable by the
parents in municipalities with average
PSE enrolment rates, would amount
to: €38 and €19 for the full-day and
half-day créche and €32 and €16
for kindergarten in 2015 and 2016;
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€39 and €19.50 in créche and €34
and €17 in kindergarten in 2017 and
2018; and €40 and €20 in créche
and €36 and €18 in kindergarten in
2019 and 2020. Again, the fees would
be 20% higher in high-enrolment
municipalities and 20% lower in
low-enrolment municipalities. Out of
all group B scenarios, scenario B4
provides for the lowest differences
between revenues and costs.

Group C scenarios allow for parents paying
fees in only 80% of the cases. This results
in the 20% increase of the amount of the
fees payable by the parents, as exhibited
by all the group C scenarios. Scenario C1
shows that with a fee of €40 and €20 we
would accrue significant shortfalls, while
scenario C2 shows that the lowest fee that
could cover all PSE costs would be €46
and €23, if we assume the same fees for
creche and kindergarten throughout the
period 2015-2020.

If we assume different costs for créche
and kindergarten they would have to be
€50 and €25 for the full-day and half-day
creche and €45 and €22.50 for the full-day
and half-day kindergarten, as evidenced
by scenario C3.

If we were to allow the monthly fees to
vary across years, they should amount
to €42 and €21 for the full-day and half-
day programmes in 2015 and 2016, €44
and €22 in 2017 and 2018 and €46 and
€23 in 2019 and 2020, as proposed by
scenario C4. Scenario C5 allows the fees
to differ across the municipalities and
shows that the median monthly fee should
now amount to €44 and €22. In scenario
C6 parents are charged €40, €42 and €44
monthly for the full-day and €20, €21 and
€22 for the half-day programmes, where
the fee changes are applied in 2015, 2017
and 2019, respectively.



One of the main findings of this chapter
is that the additional PPP costs, even in
2019 when they are the highest, comprise
only 17% of the total PSE costs. From
this we may conclude that, for the child
development and wider socio-economic
benefits of the society, it is more efficient
to invest in further development of PPP
and achieve universal coverage than it is
to invest in the primary programmes.
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In the previous two chapters (chapters
5 and 6) we discussed the introduction
of a three-hour preschool preparatory
programme (PPP) with universal coverage
and the related recurrent costs, while
in the preceding two chapters (3 and
4) we discussed the current situation in
preschool education (PSE) in Montenegro.
This chapter will, in effect, be a synthesis of
these four chapters, while filling the gaps
to connect them together. While chapters
5 and 6 deal with the recurrent costs of
introducing PPP, there is no mention of
capital costs, that is, we dealt with all the
costs except for the actual premises where
these additional educational programmes
would be held. Chapters 3 and 4, among
other information on the current situation
in Montenegrin PSE, provide us with
evidence about the use of the existing
capacity. Using that information, as well as
some other data that we collected in our
research (both primary and secondary),
we will discuss the availability of premises
for implementing the PPP so as to achieve
universal coverage of children of the
appropriate ages.

7.1 NEEDS ANALYSIS

First of all, we should establish the number
of children for whom we need to provide
additional space in Montenegrin PSls.
Since our proposed PSE programme
changes assume a similar structure in
primary programmes and that all additional
children will be covered by PPP, this leads
to the question as to how many (new)
children are to take PPP. Since our goal is
universal coverage, the number of children
who should take PPP would be all those
children who are not already included in
PSE and who are one year away from
starting school in 2015 and 2016, then two
years away from starting school in 2017
and 2018, and three years away from
starting school in 2019 and 2020. This
information is provided in Table 21.

Furthermore, from our analysis in section
3.3 and the results we presented in Table
5, we know that some of the PSIs are
operating above full capacity, while some
have extra spaces. This information,
already available in Table 5, is reproduced
in the last column of Table 21. In this
column, negative values mean that there
are extra spaces available in that PSI,
bearing in mind the legal standard on the
number of children per group. That is, in
the currently existing groups there are
extra spaces (both room and teachers)
for the number of children shown in the
last column of Table 21 if that number is
negative. In contrast, if the number in this
column is positive it denotes the number of
children who are in the PSI but, bearing in
mind the legal standard of the group size,
are supernumerary. That is to say, in that
case we would need additional spaces
(rooms and teachers) for the number of
children shown. The last column gives
data for 2012, but it is applicable, with
minor deviations®, throughout the period
2015-2020. That is to say, this value is
a good estimate of the spaces needed,
or the resources unused, in primary
programmes throughout the observed
period 2015-2020.

65 This is due to the same structure of the children
in the primary programmes throughout 2015—
20.
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Table 21. Number of spaces needed for children who should enrol in PPP in
Montenegro in order to achieve universal coverage and to fulfil current primary
programme needs, ages 3—6, 2015-2020, number of children

Number
of spaces

Number of spaces needed for (a three-hour) PPP

PSlin
Municipality

2015 2016

Andrijevica

Total:

SOURCE: Primary data and our calculations.

As we can see from the results, we need
to create a total of 3,100 to 3,200 spaces
for a three-hour PPP for children who are
one year away from starting school in
2015 and 2016, twice that many (6,400
and 6,100) spaces for children who are
one or two years away from starting

104

2017

needed for

primary
programmes

2018 2019 2020

10,912

school in 2017 and 2018, and almost
11,000 spaces for children who are above
3 years old, that is those who are one, two
or three years away from starting school in
2019 and 2020. Further, we need to create
an additional 3,400 spaces for primary
programmes.



7.2 THE CURRENTLY
AVAILABLE RESOURCES

Table 22. Availability of additional resources in PSls in Montenegro, 2012

PSl in
Municipality

Andrijevica

Available

in primary

programmes

In With
existing additional
groups teachers

20* 10
0 o
T o
___0 _______ . -
___0 _______ ) -
0 yes
T o
___0 _______ . -
___0 _______ ) -
0 3
0 25
___0 _______ A -
___0 _______ . -
0 60
B
___0 _______ . R
0 40
00 5
0 3
___0 _______ ) R

Available for a three-hour PPP

Space & Only Only
teachers space teachers
20 yes*™** -
0 100 no
0 20 no
0 yes™ o
0 0 yes

0 yes*** yes
0 o yes
0 s o
0w e
B e
0 yes
0 s no
___70_ ______ s S
__30_ ______ s -
o 130  no
I S
o m e
0 8 o
0 & no

At what times:

14:00 17:00
1600 1900
1300 1600
 notpovided
""" aemoon |
*afternoon, poss.moring
 notpovided
430 1730
500 700
. 800
1200 1500
""" atemoon |
1200 1500
500 2005
* moming & aftemoon |
600 1900
700 1900
*from 16:30, poss. before |
300 1700
1500 1800

*10 with the current teacher capacity and 10 with increased teacher engagement (from
half- to full-day); **They had available space for additional groups only in the afternoon,
so we allocated those spaces to PPP; ***For various reasons provided in their other
answers, we assume that in these municipalities there is more space available even
though their answer to the particular question was negative.

SOURCE: Primary data and our calculations.
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The analysis of the currently available and
unused resources (space and teachers)
in PSls in Montenegro, by municipality, is
provided in Table 22. The data in this table
comes from an analysis of primary data
provided by PSI from our questionnaire.

The second and third columns of Table
22 provide information on the resources
available for primary programmes. The
remaining columns provide information
on resources available for an additional
three-hour PPP. The key information
we are looking for here is the availability
of space for additional children. In that
sense, it is also interesting to see how
many spaces may be available in primary
programmes, as they can be easily
rerouted towards the PPP. Information on
the number of teachers available is not of
primary importance, because in our cost
estimation for PPP courses we include the
teachers’ salaries®. In the last two columns
we provide information on the time when
such a PPP could be held, according to
the information provided by the PSls.

In constructing this table from primary data
our emphasis has been on the availability
of space for the PPP. This is why in the
appropriate column of Table 22 (the one
with the heading ‘Only space’) we often
have entries additionally denoted by “**’.
This signifies that, based on all the other
relevant answers, we can conclude that
there may be more space available within
the existing premises. Typically this is
due to the fact that a PSI has more space
available in the primary programmes, or
just has a comment that says that there
is more space available in the existing
facilities.

66 Just to remind, the only cost not accounted for
in our cost calculation is the cost of the premises
for performing the PPP, as explained in chapter
4, section 4.3, step |. Anyhow, this chapter deals
only with the capital costs.
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7.3 MATCHING AVAILABLE
SPACES FOR ADDITIONAL
CHILDREN WITH THE
OBSERVED NEEDS IN PSE
IN MONTENEGRO FOR
KINDERGARTEN CHILDREN
IN PRIMARY PROGRAMMES
AND PPP FOR THE PERIOD
2015-2020

Here again we will look only at children
aged 3-6, i.e. kindergarten children. First
we will analyse the needs and availability of
preschool facilities for primary educational
programmes within Montenegrin state
PSIs. This analysis is provided in Table 23,
which uses results from Table 22 and Table
23 to compare needs for additional spaces
and availabilities of extra spaces in primary
PSE programmes. Columns 2 and 3 of
Table 23 with the common heading ‘From
capacity analysis’, provide information on
the number of additional spaces needed
(column 2) and the number of extra
spaces available (column 3) in primary
programmes. This result comes from our
analysis of the number of children per group
in the existing primary programmes and the
legal norm for the number of children per
group, which was performed in section 3.3
(Table 5) and that we reproduced in the last
column of Table 22.

Columns 4 and 5 of Table 23, which share
the common heading ‘From questionnaire’,
come from Table 22 (columns 2 and 3 in
that table) and provide information on the
number of spaces available in a particular
municipality within the current groups and
teachers (column 4 of Table 23) and the
number of spaces that could be available if
the PSI were to employ additional teachers
(column 5 of Table 23). For the purpose of
our analysis — the availability of space —itis
irrelevant whether new teachers need to be
employed or not. All we need to know here
is whether there are available rooms in the
current PSls for additional children.



Table 23. Analysis of needs and extra spaces available in primary PSE programmes
in Montenegrin PSls, by municipality, 2012, number of children aged 3—-6

From our analysis

PSls in

munigipality Needs Extra space
Andrijevica 0 23
Bt | 154 0
Berane | "6 0o
BieloPole | 129 o
Buva | 231 0
Cefne | 51 0
Danilovgrad | 77 0|
HercegNovi | 8 0o
Kolasin | 31 0o
Kotor | "o 0o
Mokovac | o 17
Niksic | o 01
Pav | o]
Plievija (& Zabljak) 114 0
Pluzine | o 5
Podgorica | e 0|
Rozaje 25 0
Sawnik | o 7
Tvat | 9o o
Ueng | 16 o

From questionnaire
Currently  With extra
available teachers
20 10
____0 _________ R
_"?36 _____________
____0 ______________
____0 ______________
0y yes™ |
R 0o
____O _________ o
____0 _________ s
0 3|
R
o T
____0 _________ 0 _____
0 e
I
____0 _________ 0 _____
0 40
R
0 3|
____0 _________ o
Total:

Additional Extra
spaces spaces
needed available

0 33

TV 0o

o8 0o |

o129 0

Bt 0 |

e na |

o 0o

38 0o |

R 0|

e 0|

0 4

0 01 |

0]

. S o

0 55

TS o

0 15

0

e 0

BT 0o

3,153 278

*Bar’s PSI had 100 spaces available only in the afternoon, so we have assigned those
for PPP; **We know that there is space in existing facilities, but no further information is

available.

SOURCE: Our calculations.

The results of the analysis in this section are
presented in the sixth and seventh columns
of Table 23. The sixth column shows how
many children aged 3-6 already attend PSI
(kindergarten) over the existing capacity as
measured by legal norms, minus the extra
spaces available at those PSls as revealed
by our questionnaire. This analysis shows
that a total of 3,153 extra spaces are
needed in various PSls, mostly in Podgorica

(1,844). Column 7 provides information on
spaces available in primary programmes at

particular state PSls in each municipality. It
is calculated using information available in
columns 3, 4 and 5 of Table 23. In fact, the
information in column 4 should correspond
to the information available in column 3,
except that the information in column 3
should be more precise. As we can see,
there is a total of only 278 spaces available
in primary programmes. This information is
important since it tells us about the available
capacity that could be used for a PPP.
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Table 24. Available spaces at Montenegrin PSis for PPP courses, by municipality,
2012, number of children

PSl in From primary programmes Specifically for PPP oL
municipality: Extra spaces  No. of shifts  Extra spaces  No. of shifts

Andrijevica 33 2 20 2 106

e | oo | w [T
Berane” | o N 2 2| 0 ]
BigloPolie | o N . 0o N 0o
Budva 0 0 0 0 0
-6e}ir;je_**_ ____________ n 7a _________ n7a _________ )7e_s*:‘ ________ n 7a __________ n 7a _____
-ISa_n il_o;/g_rz;d:* __________ 6 _________ (_) _________ )7e_s*:‘ ________ n 7a __________ n 7a _____
HercegNovi | o o | 120 1| 120
Kolasin | o o | s 1 | 50
Koo | o o | 20 1| 20
Mojkovac* | 0 2 | 5 1 | 109
Niksc | 101 2 | o 1 | 202
R o o o 2 [ v
Plievia (& Zablak) | o o | n o1 | 0
Pluzine | 55 2 | S 3 | 200 ]
Podgorica | o o | 1800 1| 1300 |
Rozaje™ | 5 2 | 1| 60
sawnik* | 2 2 | 5 1| 89
Tvat | o o | 81 2 | 1,2
Uleinj | o o | 60 1| 60

Total: 2,788

*They had 100 spaces available only in the afternoon, so we have assigned those for PPP
**We know that there is more space in the existing facilities, but no further information is

available.
SOURCE: Our calculations.

In the next step we estimate the needs
for extra facilities for a PPP educational
programme. Table 24 provides conso-
lidated information about the spaces
available for children who should attend
the three-hour PPP courses. Columns 2
and 3 (common heading ‘From primary
programmes’) provide information on
spaces that remain available from primary
programmes. Column 2 is a copy of the
last column in Table 23. Since we are using
spaces available from primary programmes,
that last from five to nine hours, this time
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can be used for two shifts of a PPP that
lasts three hours®. That is the information
provided in column 3. Column 4 of Table 24
provides information on spaces available
explicitly for PPP, according to the answers
that PSIs provided in our questionnaire.

This information is a composite of the
information provided in columns 4 and 5
of Table 22. Column 5 of Table 24 shows

67 As already explained in section 5.1, PPP can
be organized both in the morning and in the
afternoon.



the number of shifts for which this space
is available. This comes from information
provided in columns 7 and 8 of Table
22 (keeping in mind that PPP should
be provided for three hours and should
be over by 19:00). Adding all available
spaces, multiplied by the number of shifts,

provides the information on the total
number of spaces available for a PPP (the
last column), as the result of the analysis
in Table 24. As we can see, there are
2,788 spaces available for PPP that are
distributed across municipalities; most of
them are located in Podgorica (1,300).

Table 25. Additional capacity necessary to administer the PPP programme, by
municipality, 2015-2020, number of children

PSlin

municipality

2015 2016 2017

Andrijevica 0 0 0

Additional spaces needed in a calendar year

2018

Add. capacity needed

2015- 2017- 2019-

2019 2020 16 18 20

*We did not include municipalities of Cetinje, Danilovgrad and Plav in this analysis since
we do not know at all what is the capacity available in these municipalities, although we
do know that there is additional space available. **There may be more space available in
these municipalities, but we cannot confirm this.

SOURCE: Our calculations.

In Table 25 we compare the number of
spaces available for PPP with the needs
for PPP across municipalities, over
the programming period (2015-2020).

Columns 2-6 provide information on
number of spaces available for childrenwho
are to attend PPP education. The last three
columns provide summary information on
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additional spaces that need to be created,
by municipality, in 2015, 2017 and 2019,
respectively (these are the years when we
increase coverage of children by PPP by
adding a new generation). The numbers in
these three columns signify the additional

capacity that needs to be created. The
entry for 2017-18, for example, provides
information on the number of spaces that
needs to be created in 2017, under the
assumption that the need for 2015-16
have already been fulfilled.

Table 26. Capital investment needs — number of additional spaces that need to be
created in Montenegro for fulfilment of PSE needs, by municipality, 2015-2020

Municipality
Andrijevica 0 0

*We did not include municipalities of Cetinje, Danilovgrad and Plav in this analysis since
we do not know at all what is the capacity available in these municipalities, although we do
know that there is additional space available.**There may be more space available in these

municipalities, but we cannot confirm that.

SOURCE: Our calculations.

Finally, Table 26 is a composite of Table
25 and Table 24. It gives information
on additional capacity that needs to be
provided for both primary programmes and
PPP for the period 2015-2020. Please bear
in mind that the PPP can be administered
both in the morning and in the afternoon,
so in this table, where we present the extra
capacity that needs to be provided for both
primary programmes and PPPs, we have
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counted only half of the necessary capacity
for PPP as presented in Table 25. This
additional capacity can be provided either
in the existing facilities, where possible
(check the PSlIs denoted with *), by looking
for spaces available in primary schools or
other government buildings, and finally by
building additional space within the existing
PSIs or by creating new ones. To our
knowledge, the Montenegrin government



is well aware of these needs and is already
building new capacities in some of the
municipalities, while having plans to build
more in some other municipalities.

7.4 SUMMARY OF THE
CHAPTER

By estimating the costs of finitial
investment’, i.e. capital costs, this chapter
provides a synthesis of the previous four
chapters, while filling the gap (capital costs)
necessary to connect them together. The
summary of this chapter and main findings
are as follows:

= First, in our ‘needs analysis’ we
establish that we need to create a total
of 3,100 to 3,200 spaces for a three-
hour PPP for children who are one
year away from starting school in 2015
and 2016, twice as many (6,400 and
6,100) spaces for children who are one
or two years away from starting school
in 2017 and 2018, and almost 11,000
spaces for children who are more than
3 years old, that is those who are one,
two or three years away from starting
school, in 2019 and 2020. Beyond this,
we need to create additional 3,400
spaces for primary programmes;

= Secondly, we analyse the availability
of unused resources, in particular
space, by municipality, based on
the primary data provided in our
questionnaire. We look separately at
the extra spaces available for primary
programmes, and those available
for the three-hour PPP educational
programme, by each municipality;

" We match the needs with the
availability of space for additional
children, to define the total capital
investment needs. This, the so-called
‘initial investment’ needs, is defined for
all educational programmes, including
PPP with universal coverage for period
2015-2020;

® Regarding primary programmes, the
analysis shows that a total of 3,153

extra spaces are needed in various
PSls, mostly in Podgorica (1,844),
while there is a total of only 278
spaces available in the other PSIs.
We assume that this number will
be relatively steady over the period
20152020, i.e. that there will be no
significant change in the structure of
children and their PSE coverage;

®= The number of spaces that should
be created for PPP educational
programme grows over the period
2015-2020, as the total number
of children that should be covered
grows from one generation in 2015,
when the needs are above 1,250,
to three generations in 2019, when
the additional spaces that need to
be created amount to above 7,800.
Since the PPP can be performed at
least twice a day (since it lasts for
three hours), the actual capacity that is
needed is half the number of spaces.

= The total number of spaces (both
for primary and PPP educational
programmes) needed in 2015 is about
3,300 and it grows to almost 7,000
spaces needed in 2019 and 2020.

= Mostof this space is actually necessary
to overcome the over-crowdedness in
the primary programmes within some
PSIs (around 3,100 spaces throughout
the observed period) while the rest is
for PPP that has a growing demand
from just a few hundred spaces in 2015
to almost 4,000 additional spaces that
are needed in 2019.

This additional capacity can be provided
within the existing facilities, where
possible, or by looking for spaces available
in primary schools or other government
buildings, or, finally, by building additional
space within the existing PSls or by
creating new ones. To our knowledge, the
Montenegrin government is well aware of
these needs and is already building new
capacity on some of the municipalities,
while having plans to build more in some
other municipalities.
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Conclusion 1: Coverage of children
with preschool education (PSE)
varies from rather high in the
southern region to very low in the
northern region.

The analysis of the strategic and
the regulatory framework of PSE in
Montenegro shows that the governing
and regulatory bodies in Montenegro
recognize the importance of PSE for child
development, while a good programming
basis for further expansion of PSE already
exists in the relevant regulatory and
strategic documents. While the current
rate of coverage of children age 3-6 years
(the target group of this study) with PSE
at the country level (Montenegro) is 52%,
the rate of coverage varies very widely
across municipalities. In the group of
municipalities with high rates of coverage
of children with PSE, which is mainly
comprised of southern municipalities, 88%
of children age 3-6 attend PSE, while in
the group of municipalities with low rates
of PSE coverage, that is predominantly
comprised of northern municipalities,
only one-quarter (27%) of children attend
PSE. Numerous preschool education
institutions (PSIs) in the southern and
central regions in Montenegro operate
above capacity, with group sizes that far
exceed their legally prescribed norms,
while numerous PSIs in the northern
region operate far below their capacity.
The Strategy for Early and Preschool
Education (2010-2015), hereinafter: ‘the
Strategy’, identifies the lack of space in
current PSls as the main limiting factor to
achieving higher coverage of children by
PSE in the southern municipalities. On the
other hand, in the northern municipalities
where coverage is exceptionally low, the
main limiting factor to achieving higher PSE
coverage is the geographical dispersion
and the distance from an educational unit.
(The Government of Montenegro, 2010).
The municipalities with low coverage of

children by PSE are also characterized
by a low Development Index. In the
Strategy it is also noted that a significant
percentage of parents still think that it is
better for their child to stay at home than to
attend a PSI, failing to understand the real
benefit of PSE for their child in this stage
of their development (The Government of
Montenegro, 2010).

Recommendation 1: Ensure greater
access to PSE and be engaged

in increasing awareness about

the importance of PSE for child
development.

In this respect, the group of municipalities
with the lowest enrolment rate is a special
challenge and it is necessary give them
preferential treatment in the preparation
of strategies for full coverage of children.
In the Strategy the conclusion was that,
in these municipalities it is necessary to
consider innovative models of services and
work. The Law on Preschool Education
(LPSE) envisages the establishment of
Interactive Services (IS) to help to address
some of the needs of children and families
in remote rural areas. It seems to us that IS,
as an existing modality that is not yet being
significantly utilized, could be an important
instrument for increasing the PSE
coverage rate. IS could help to increase
the scope of delivery of PSE services (as
is the case with mobile kindergartens that
operate in many countries). However,
without systemic efforts to increase
the awareness of parents about the
benefits and importance of PSE it will
not be possible to achieve universal PSE
coverage of children in Montenegro. IS
could also be used to spread awareness
about the importance of PSE (for example,
among parents in the northern region,
in order to motivate them to send their
children to shorter programmes once they
are created, even if one of the parents or
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grandparents is at home and is able to
take care of them). Furthermore, in order
to increase awareness, a general public
campaign could be launched, with the
goal of explaining to parents the benefits
of PSE. All of the above would be crucial
to the realization of the main objective of
this study and that is to ensure universal
coverage of preschool children by the
preschool preparatory programme (PPP).

Conclusion 2: Budget allocations
for PSE are rather low, below the
average for OECD countries.

In 2012 the share of total budget allocated
for PSE was 0.38% of GDP in Montenegro.
This is a much lower percentage compared
to the one in Serbia, which allocates 0.43%
of its GDP for PSE budget, and especially
compared to OECD countries that, on
average, allocate 0.5% of their GDP for
financing PSE.

Recommendation 2: Increase PSE
budget.

Bearing in mind how crucial and strong
the positive effects that PSE with universal
coverage would have on the future socio-
economic development of Montenegro
are, the share of state budget allocated for
PSE could be increased.

Conclusion 3: Low rate of
realization of revenue from
parents.

Parents currently pay the cost of food for
their children amounting to €40 per month
for the full-day primary programme, or
€20 for the half-day primary programme.
However, in reality the situation is
different, since parents pay a daily fee
and only for the days when their children
actually attend PSI, that is, €1.85 for each
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day of attendance. This latter solution
does not seem effective since the revenue
realization in some municipalities is
unacceptably low. With such revenue
realization it is not possible to commit to
any future policy measures.

Recommendation 3: Amend the
parental participation fee payment
policy.

We recommend amending the policy
according to which parents pay daily
fees only for the days when their children
actually show up at the PSI. Alternative
solutions could range from one where
parents would agree to pay a monthly fee
at the moment of enrolment at the PSI,
regardless of whether the child attends the
PSI on a particular day or not, to a solution
whereby the parents would be allowed not
to pay (50% or less of the daily fee) if their
child cannot attend the PSI for more than
a week, with a written note from the doctor.
The latter solution that allows for payment
of a fixed amount each month and an
additional amount that varies depending
on the child’s attendance would be less
preferable, as it could again give rise to
the same issue of low revenue realization.

Conclusion 4: The short
programme, although implemented
quite rarely, holds great potential
for increasing the PSE coverage of
children in Montenegro.

The Law on Preschool Education (LPSE)
provides for existence of a “shorter
programme” which “can include continuous
or periodic activities that can be organized
once or several times a week for up to four
hours” (LPSE, Art. 16.1) and it provides for
PPP as a special form of short programme
for children from 5 years old up to school
age who are not covered by the primary
programme, in order to better prepare



them for primary school (LPSE, Art.
16.2). The current short programme that
is organized in Montenegro lasts for two
hours a day. This programme covers only
130 children whose age is one year under
the primary school starting age, and is
provided only in two public PSls.

Recommendation 4: Introduction
of a short, three-hour long
programme, which is adjusted to
children’s developmental needs in
all PSls in Montenegro.

It is necessary to develop a three-hour
preschool preparatory programme (PPP)
which is more appropriate, in order to
achieve the necessary developmental
effects. This requirement is in compliance
with LPSE: since PPP is a shorter
programme (LPSE, Art. 16.2), and a shorter
programme should last between three and
four hours (LPSE, Art. 13), this means that
PPP could last 3—4 hours. If we want to be
efficient and effective in achieving goals
related to child development, this three-
hour programme should last at least 10
months, five days a week, so that each
child receives 600 hours a year of PSE.
Also, extending the coverage of PPP to
children from 3 years old to school age,
would have a far greater developmental
effect, especially when children from
backgrounds with low socio-economic
status are concerned. For this reason, if we
want to achieve universal coverage, PPP
would have to be free of charge. Another
thing that we consider important is that
our PPP should provide a snack for all
children. This would make the programme
attractive to disadvantaged groups who
otherwise would not send their children
to PPP. Providing the food, particularly in
case of children from vulnerable groups,
would have an additional developmental
effect, if some basic food which children
do not have in their diet is included.

Conclusion 5: The cost of
introducing PPP is just a fraction
of the total cost of PSE.

The purpose of this research was to
estimate the cost of full coverage of
children age 3-6 by PSE, primarily the
cost of introduction of PPP for children
age 3-6. The study estimates the cost
of introducing PPP, so that the initial
coverage in 2015 would include all
children aged 5 years up to school age,
then in 2017 it would include all children
aged 4 years or more and finally, in 2019
all children older than 3 would be provided
with PPP education. If we were to fully
implement this programme, Montenegro
would achieve full PSE coverage of
children aged 3-6 years by the year 2020.

The analysis estimates that the total current
costs of primary education which would
have to be covered to ensure full coverage
in the period from 2015 to 2020 would
range from €18 million in 2015 to more
than €20 million in 2020. While the costs
of primary programmes are steadily below
€17 million throughout the period, the costs
of PPP rise: they start at about €1 million
in 2015 and rise to around €3.5 million in
2020. Therefore, the cost of introduction
of PPP with universal coverage would
account for 6% of the total cost of PSE
in 2015, and 17% in 2019, which is just
a fraction of the total costs during the
entire implementation period.

Recommendation 5: Invest in
further development of PPP for
children age 3-6 years.

Cost analysis shows that it would be
more cost-effective to invest in further
development of PPP with universal
coverage than in primary programmes. We
have previously explained that PPP, in the
form of a short programme, could suit the
developmental needs of children if it lasted
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for three hours per day, five days per week
and 10 months per year. So, further in
our analysis we considered the financing
options for achieving full PSE coverage,
mainly through introducing PPP to children
who are not already attending PSE. In all
our financing scenarios PPP education
would be provided for free to all children
(including those already attending primary
programmes to whom the educational
content of PPP will be passed on within
their primary programmes), while in most
of the scenarios the fees payable by the
parents for children attending primary
programmes are not significantly different
to the ones payable today. This is possible,
but only if the collection of payments is
significantly more efficient, as explained in
Conclusion 3 and Recommendation 3.

Conclusion 6: About one-quarter of
the cost of implementing universal
PSE coverage in Montenegro
would remain unmet by the
existing budget, and would be
financed from the fees paid by
parents for children attending
primary programmes.

Costs which were not covered by the
budget for PSE ranged from €4.4 million to
€5.6 million annually for the period 2015—
2020. These costs mainly depended on
the number of generations to which PPP
relates, and their coverage by primary
PSE programmes. Expressed relative to
the total costs, the state would have to
cover around 75% of costs, while 25% of
the total estimated costs of PSE (varying
from 24% to 28% across the years)
remain that need a source of financing.
These costs would be financed from fees
payable by the parents whose children
attend primary programmes, while PPP
would be free for all children, both those
attending primary programme, and
those attending the three-hour PPP.
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Recommendation 6: Possible PSE
financing scenarios in Montenegro

As previously indicated, the unmet costs
of financing PSE would be obtained from
the fees payable by the parents whose
children attend primary programmes, while
PPP would be free of charge. However,
these extra costs can be collected from
parents in various ways. Currently, parents
pay around €40 per month, which has been
used as a reference value to calculate
the amount that parents should pay in the
future for primary programmes. The study
offers various scenarios (distributions of
fees) to cover the costs of introducing
universal PSE. Our initial assumption is that
the fee collection rate is 100%, but it is not
currently being achieved. We considered
the following choices (“scenarios”):

= Should the fees for kindergarten and
créche be the same or should they be
higher for créche, since créche costs
are higher than kindergarten costs
(as there are more staff and fewer
children per group)?

= Should the fees stay the same
during the period over which PPP is
introduced from 2015 to 2020 or should
they increase in 2017 and 20197

= Should the fees be the same in all
municipalities,orlowerinmunicipalities
with lower coverage (mainly less
developed municipalities in the
north), and higher in municipalities
with higher coverage (mainly more
developed municipalities in the
south)? We chose to test a scenario
with 20% lower fees in municipalities
with lower coverage, and 20% higher
fees in municipalities with higher
coverage, each compared to the fees
paid by parents in municipalities with
medium coverage.

® Finally, we considered a realistic

situation of a low collection rate of
fees from parents, so we created two



variants of the scenarios: one with
100% fee collection and another with
only 80% fee collection.

The scenarios are divided in three groups:
A, B and C. Scenarios Aand B assume that
all parents pay the fees, while scenario C
assumes that only 80% of parents actually
pay the fees, The efficiency of each
scenario was estimated by calculating the
financial amounts they would generate in
each year of implementation (from 2015
to 2020), ensuring that the total income
per year is sufficient to cover the costs
of introducing PPP while not putting
a substantial burden on parents. The
incomes and costs for each scenario are
shown in Figures 8, 9 and 10.

Group A scenarios stipulate the same
fees for both kindergarten and créche

(Figure 8). Scenario A1 shows that the
costs of the PSE programmes could be
financed with fees of €38 for the full-day
programmes and €19 for the half-day
programmes in all municipalities over the
entire period from 2015 to 2020. However,
this scenario shows a surplus in the first
years of implementation. Scenario A2
introduces a gradual increase in the fees
from 2015. The fees are €34 for a full-
day and €17 for a half-day programme
until 2020, after which the fees would
rise to €38 and €19 respectively. This
scenario is better than scenario A1
because it stipulates a lower fee for the
PSE programme and generates a 50%
lower surplus in the early years. Since
no unnecessary funds are collected, this
scenario is more efficient than the previous
one.

Figure 8. Cost scenarios, group A, in € at 2012 constant prices.

1,500,000
1,000,000

500,000 L
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-1,000,000
2015 2016 2017 2018 2019 2020
HA1T mA2 © A3 A4

Note: The amounts shown represent the surplus or deficit of each scenario per year. A
positive figure (surplus) indicates that income is greater than costs, and a negative figure
(deficit), indicates that the income fails to meet the total costs of the programme. A1:
baseline scenario; A2: increasing fees over time; A3: differentiated fees by municipality
type; A4: fees differentiated both over time and by municipality
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Scenario A3 considers the enrolment
rate by municipality. Municipalities with
medium-level coverage would charge
fees of €34 for the full-day and €17 for the
half-day programme, while municipalities
with high coverage would charge a 20%
higher fee, and municipalities with low
coverage would charge a 20% lower fee.
This scenario generates a financial deficit
in the final years of implementation.

Scenario A4 combines scenarios A2 and
A3 with different prices across municipalities
depending on coverage as well as a gradual
increase in the fees from 2015 to 2020. In
this scenario, the total income generated is
closer to the total costs incurred than in any
of the other scenarios.

Group B scenarios assume that créche is
more expensive than kindergarten (Figure
9). We have tested four scenarios in this
category, and the results are as follows:
Scenario B1 assumes that parents pay €40
and €20 per month for a full-day and a half-

day programme in créche, and €34 and €17
per month in kindergarten. However, this
scenario generates a considerable deficit
in the final two years of implementation.
Scenario B2 assumes somewhat larger
fees for kindergarten (€36 and €18 per
month), which achieves a better balance
between income and costs. Scenario B3
assumes kindergarten fees of €34 and
€17, with differences introduced depending
on coverage in each municipality. This
scenario gives a very similar result to
that in the scenario B2. Scenario B4
assumes that different fees are charged
by different municipalities, depending on
the enrolment rate, that different fees apply
for kindergarten and for créche, and that
fees increase over time. This scenario
shows the least discrepancy between
income and costs, but may be more
difficult to implement since the fees
vary according to the different factors
involved (i.e. by municipality and by
year of implementation).

Figure 9. Cost scenarios, group B, in € at 2012 constant prices.
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Note: The amounts shown represent the surplus or deficit of each scenario per year.
A positive figure (surplus) indicates that income is greater than costs, and a negative
figure (deficit), indicates that the income fails to meet the total costs of the programme.
Group B scenarios differ from group A in that different fees are charged for créche and
kindergarten. B1: baseline scenario; B2: increasing fees over time; B3: differentiated fees
by municipality type; B4: fees differentiated both over time and by municipality
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Group C scenarios assume that some
parents do not pay the fees for their
children who attend PSE (Figure 10).
We assume that only 80% of parents
pay the fee and that the monthly fee
correspondingly increases by 20%.
Scenario C1 shows that the full costs of
PSE could not be covered if the fees that
are charged are €40 for the full-day and
€20 for the half-day programme. Scenario
C2 shows that the fees would need to be
charged at a rate of €46 for the full-day
and €23 for the half-day programme, in

order to finance the PSE programmes
over the period 2015-2020. Scenario C3
shows that differentiated fees would need
to be €50 and €25 for the full-day and
half-day programmes in creche, and €45
and €22.50 in kindergarten, which would
represent an enormous increase in the
fees. Scenario C4 assumes an increase
in the fees over time, while scenario C5
assumes that fees vary depending on
coverage in municipalities. Scenario C6
combines scenarios C4 and C5.

Figure 10. Cost scenarios, group C, in € at 2012 constant prices.
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Note: The amounts shown represent the surplus or deficit of each scenario per year.
A positive figure (surplus) indicates that income is greater than costs, and a negative
figure (deficit), indicates that the income fails to meet the total costs of the programme.
C1: baseline scenario; C2: baseline scenario with full cost coverage; C3: baseline
scenario with full cost coverage and differentiated fees between créche and kindergarten;
C4: increasing fees over time; C5: differentiated fees by municipality type; C6: fees
differentiated both over time and by municipality

Analysis shows that, in regard to the dis-
crepancy between income and expenses,
the programmes with changing fees over
the year are more efficient:

= Among group A scenarios, A4 shows
the least discrepancy between total
income and total costs, followed by
scenario A2

= Among group B scenarios, B4 shows
the least discrepancy between total
income and total costs, which makes
it the most efficient scenario

= Among group C scenarios, C4 and C6
show the least discrepancy between
total income and total costs.
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Table 27. Stipulated fees that should be paid by parents for full-day programmes
for selected scenarios, in € at 2012 constant prices

2015 2017 2019

Fees for scenario A2

34 36 38

Fees for scenario A4

High coverage 38 41 43
Groqp_ of o Average coverage 32 34 36
municipalities

Low coverage

Fees for scenario B4

créche
High coverage
kindergarten 38 41 43
Group of A créche 38 39 40
icipalities verage coverage .
municipall kindergarten 32 34 36
creche 30 31 32
Low coverage
kindergarten 26 27 29

Fees for scenario C4

42 44 46

Fees for scenario C6

High coverage 48 50 53
Group_ of " Average coverage 40 42 44
municipalities

Low coverage 32 34 35

*Blue indicates that fees are higher than the current ones that parents pay for the full-day
programme, or €40 a month, while fees that are lower or the same as current ones are
coloured red.

When opting for a particular scenario, in
addition to consideration of the discrepancy
between income and costs, attention
should be paid also to other priorities
and to the main policy aim of introducing
universal coverage of PSE. One of the
basic issues is the fees that parents are
expected to pay. In this sense, group C

120

scenarios are least acceptable because,
as shown in the Table 27, a fee collection
rate of 80% implies an increase in the fees
of about 20% in order to cover the costs.
Scenario C2 shows that the lowest
fee that could cover the expenses of
PSE, given a fee collection rate of 80%,
would be €46 and €23, compared to



€38 and €19 with a fee collection rate
of 100%. As we can see, with a lower fee
collection rate, the amount of fees payable
has to be considerably higher and would
surely impose a heavy burden on parents.
It is clear that the fee collection rate has
a strong effect on the level of fees that
should be paid by parents in order to
cover the costs of providing the service
— the lower the fee collection rate, the
higher the fee that must be charged to
the parents who do pay the fees. It is
therefore strongly recommended that the
charging system is changed in order to
ensure that all parents pay the required
fee.

The analysis suggests that the most
efficient scenarios, and the ones most
acceptable to parents financially, are
scenarios A4, A2 and B4. Nevertheless,
the choice of the fee schedule actually
adopted should correspond to the
complete set of policy priorities of the
government.

Conclusion 7: Additional capacity
is required to achieve full coverage
of PSE. Extra capacity should be
provided to existing facilities and
new PPP facilities for children

age 3-6 should be constructed, in
order to prevent overload of the
primary programmes.

About 3,300 additional places (for primary
programmes and PPP) are needed for
2015 and about 7,000 additional places
will be needed by 2019 and 2020. More
facilities and additional capacity are
therefore necessary in order to avoid
having an excessive number of children
in primary programme groups in some
PSils (if legal norms regarding the number
of children in groups are observed, about
3,100 children would not have a place in
the existing PSI, of whom 1,700 live in

Podgorica). Additional facilities are also
needed to meet the increasing demand for
PPP, from a few hundred places in 2015
to almost 4,000 additional places in 2019.

Recommendation 7: Providing
new capacity does not necessarily
imply building new facilities.

It is necessary to provide additional capa-
city (more places for children) in order
to ensure universal coverage of children
in PPP. Given that PPP lasts only three
hours a day, teaching could be organized
in at least two (possibly even three) shifts
per day. This organization is considered in
the assessment of the necessary number
of places. This would also reduce the need
for additional PPP capacity compared to
the case of primary programmes, which
usually last five to nine hours (half-day
or full-day programmes) and cannot
be organized in two shifts. Additional
capacity could be provided in the current
buildings where possible (our research
has shown that some PSIs have spare
capacity), in elementary schools or in
other state-owned buildings, or they
could be constructed within the existing
PSls or as completely new buildings. The
Government of Montenegro is aware of
these requirements and new facilities are
already being built in some municipalities,
and there are plans to construct new
buildings in other municipalities.

A Study on Investing in Early Childhood Education in Montenegro 121



REFERENCES

Barnett, S. (1995). Long-term effects of early childhood programs on cognitive and school
outcomes. The Future of Children, 5(3), 25-70.

Berlinski, S., Galiani, S., & Gertler, P. (2009). The effect of pre-primary education on
primary school performance. Journal of Public Economics, 93(1-2), 219-234.

Blau, F., & Currie, J. (2006). Pre-school, day care, and after-school care: Who’s minding
the kids? U E. Hanushek & F. Welch (Eds.), The Handbook of Education Economics, 2(6)
(pp. 1163—-1278). Amsterdam, North Holland: Elsevier.

Cascio, E. U. (2009). Do investments in universal early education pay off? Long-term
Effects of Introducing Kindergartens into Public Schools. NBER Working Paper No.
14951.

Currie, J. (2001). Early childhood education programs. Journal of Economic Perspectives,
15(2), 213-239.

EACEA (2009). Early childhood education and care in Europe: Tackling social and cultural
inequalities (ECEC in Europe). Brussels: European Commission, Education, Audiovisual
and Culture Executive Agency.

Evropska komisija (2010). Strategija Evropa 2020: Strategija pametnog, odrZivog i
inkluzivnog rasta < http://www.azoo.hr/images/razno/eu_hr.pdf > 18.10.2014.

Felfe, C., & Lalive, R. (2010). How does early child care affect child development?
Learning from the children of German Unification.

Felfe, C., & Lalive, R. (2012). Early child care and child development: For whom it works
and why. CESifo Working paper No. 4043.

Field S., Kuczera M., & Pont B. (2007). No more failures: Ten steps to equity in education.
Education and Training Policy, OECD Publishing.

Fitzpatrick, M. D. (2008). Starting school at four: The effect of universal pre-kindergarten
on children’s academic achievement. The B.E. Journal of Economic Analysis & Policy,
8(1) (Advances), Article 46.

Gorey, K. (2001). Early childhood education: a meta-analytic affirmation of the short and
long-term benefits of educational opportunity. School Psychology Quarterly, 16(1), 9-30.

Gormley Jr., W. T., Phillips, D., & Gayer, T. (2008). The early years: Preschool programs
can boost school readiness. Science, 320(5884), 1723—-1724.

Havnes, T., & Mogstad, M. (2011). No child left behind: Subsidized child care and children’s
long-run outcomes. American Economic Journal: Economic Policy, 3(2), 97-129.

Heckman, J. J. (2000). Policies to foster human capital. Research in economics, 54(1),
3-56.



Heckman, J. (2007). Skill formation and the economics of investing in disadvantaged
children. Science (5782), 312, 1900-1902.

Heckman, J. (2012). The case for investing in young children. In B. Falk (ed.), Defending
Childhood: Keeping the Promise of Early Education: 235.

Heckman, J., & Masterov, D. (2007). The productivity argument for investing in young
children. Science, 29(3), 446—-493.

Heckman, J., & Masterov, D. (2007). The Productivity Argument for Investing in Young
Children. Review of Agricultural Economics, 29(3), 446—493.

IMF (2013) International Monetary Fund. Report for Selected Countries and Subjects.
<http://www.imf.org/external/pubs/ft/weo/2013/02/weodata/weorept.aspx?pr.x=36&pr.
y=13&sy=2005&ey=2018&scsm=1&ssd=1&sort=country&ds=.&br=1&c=943%2C942&
s=NGDP_R%2CNGDP_RPCH%2CNGDP%2CPCPIPCH%2CPCPIE%2CPCPIEPCH
&grp=0&a=>

Institut za javno zdravlje (2006). Stanje prava Zena i djece u Crnoj Gori: IstraZivanje
visestrukih pokazatelja (MICS3), Podgorica, Crna Gora: Autor.

ISET Policy Institute (2012). Comprehensive costing and finance strategies for
the early learning system in Georgia, Thilisi, Georgia.< http://www.iset-pi.geffiles/
comprehensivecosting.pdf. > 18.10.2014.

Lynch, R. G. (2005). Policy perspectives. San Francisco, California: WestEd.

Magnuson, K. A., Ruhm, C. J., & Waldfogel, J. (2004). Does pre-kindergarten improve
school preparation and performance? NBER Working Paper No. 10452.

Ministarstvo prosvjete i nauke (2010). Strategija ranog i predskolskog vaspitanja i
obrazovanja (2010-2015). Podgorica, Crna Gora: Autor.

Ministarstvo rada i socijalnog staranja (2013). Pregled materijalnog obezbjedenja po
opStinama januar — avgqust i Pregled materijalnog obezbjedenja porodica za 2013. <http://
www.minradiss.gov.me/informacije/MOP> 18.10.2014.

Monstat (2010). Rodeni — podaci. <http://www.monstat.org/cg/page.php?id=274&pageid
=49> 18.10.2014.

Myers, Robert G. (2008). Costing early childhood care and development programmes.
Online Outreach Paper 5, The Hague, The Netherlands: Bernard van Leer Foundation.

OECD (2006). Starting strong Il: Early childhood education and care. Paris: OECD
Publishing.

OECD (2011). PISA in Focus: Does participation in pre-primary education translate into
better learning outcomes at school? Paris: OECD Publishing.

Pjesci¢, M. (1977). Uticaj predskolskog vaspitanja na uspeh u prvom razredu osnovne
Skole. Predskolsko dete, 1, 27-30.

van Ravens, Jan (2010). Fair play. Skopje, Makedonija: Ministry of Labour and Social
Policy.



Sylva, K., Melhuish, E.C., Sammons, P., Siraj, Blatchford, |. and Taggart, B. (2004). The
effective provision of preschool education (EPPE) Project: Technical Paper 12 The Final
Report: Effective PreSchool Education. London: DfES / Institute of Education, University
of London. <http://www.ioe.ac.uk/research/66740.html>

Shonkoff, J. P., & Phillips, D. A. (Eds.). (2000). From neurons to neighborhoods: The
science of early childhood development. Washington D.C.: National Academies Press.

UNICEF (novembar, 2011). Studija o siromastvu djece u Crnoj Gori. Podgorica, Crna
Gora: Autor.

UNICEF (2012). Djeca u Crnoj Gori: Podaci iz Popisa 2011. <http://www.monstat.org/
userfiles/file/vijesti/Djeca_u_Crnoj_Gori_crnogorski.pdf. > 18.10.2014.

UNICEF (2012a). Investing in Early Childhood Education in Serbia, UNICEF Working
Papers, September 2012, Belgrade.

Vuji¢ S., & Baronijan H. (2013). Preschool education and school performance: Evidence
from PISA 2009. Psiholoska istraZivanja XVI1(2), 105-140.

Vuji¢, S., & Baronijan, H. (2011). Preschool education and school performance: Evidence
from PISA 2009, Working Paper.

Woessmann, L. (2008). Efficiency and equity of European education and training policies.
International Tax and Public Finance 15.2: 199-230.

WB (2014). The World Bank Group — Homepage, <http://www.worldbank.org/en/topic/
earlychildhooddevelopment> 18.10.2014.



ANNEX||

DATA SOURCES,

THE APPLIED
METHODOLOGY AND ITS
LIMITATIONS

The purpose of this study was to develop
different costing scenarios that could
provide for universal coverage of children
of varying ages by preschool education
(PSE) in Montenegro and for varying
contributions of parents in financing the
PSE. At the same time, the study was
supposed to provide an overall picture of
the state of the PSE sector in Montenegro.
In order to achieve the goals proposed in
the Terms of Reference, we used a wide
range of primary and secondary data, and
various methods of analysis.

Secondary data

In the analysis performed in the study we
used both primary and secondary data.
Most relevant for our study was the data
we obtained from the Ministry of Education
of Montenegro (ME). The second most
important source of secondary data
was the Statistical Office of Montenegro
(MONSTAT). Then, we used World Bank
(WB) data, International Monetary Fund
(IMF) data as well as data available from
the Ministry of Labour and Social Welfare
of Montenegro (MLSW) and the Ministry of
Finance of Montenegro. After analysing the
available secondary data, a plan was made
on how to collect all the other necessary
data through a primary research.

Primary data

In order to estimate the costs of providing
universal PSE, it was necessary first to

estimate the total costs of various PSE
programmes per child according to the
current situation. In order to gather the
data relevant for that purpose, but also
to collect the data that we would need to
perform other tasks outlined in our Terms
of Reference, we performed two pieces of
primary research in the form of surveys.
The sampling units in both cases were
preschool education institutions (PSls) in
Montenegro.

The first survey

The first survey was performed in the
period 15 December 2013-21 January
2014. This survey encompassed:

= All existing state PSIs (21 of them):
one for each municipality (except
for Zabljak which is covered by
the Pljevlja state PSI) and two for
Podgorica. This is not a sample, but
a census; and

= six out of the 14 existing private PSls,
where the PSIs were chosen based
on the convenience sampling.

Due to the fact that the state PSls cover
the vast majority of children that attend
PSE, the total error of our sample is
minimal. Out of the 15,304 children
covered by our sample, less than 1.5%
attend a private PSI. We have included
six out of the total 14 private PSls in our
study. These six private PSIs have, on
average, 36 children. If we take this as a
proxy for the size of the other eight private
PSIs that were not included in our sample,
this gives a total number of 288 children
possibly not included (8x36). We round
it up to a generous 300 (because we can
afford it) and calculate the estimate of
the total number of children that attend
PSE in Montenegro to be 15,604 children
(15,304+300). This gives us an estimate
of less than 2% of children not included
in our sample (300/15,604). Since we
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are covering the vast majority of our
population in our sample, we can make
viable conclusions about the population
with the maximum confidence level.

The second survey

Since the data on the payments by parents
for food costs showed significant deviation
from the amounts we expected, and
since these payments were crucial to our
primary task — programming the costs of
preschool education where the preschool
preparatory programme is envisaged
to include all children above 3 years of
age — we performed an additional survey
to recheck the data originally obtained.
Another reason for performing the second
survey, which is in fact connected to the
first one, was to find out about the actual
attendance rates and food costs.

The second survey was performed only
at state PSls. Since the main issue was
regarding the revenues (payments by
parents for food costs), interviewing
private PSls was not relevant (their data
on revenues was not found to be relevant
to our cost programming purposes).
Again, we included all PSls in this survey,
so we did not use a sample, but a census.
Hence, there is no need to justify the
representativeness of the sample or of the
viability of the information obtained.

The second survey was performed
during the period 10-25 May 2014. The
results of the second survey did not differ
significantly from the first one, which
confirmed our original findings.

The applied methodology and its
limitations

In the data analysis we have used the

methodology listed below, which has
limitations that will be explained.
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Descriptive statistics and charts

We find that the measures of central
tendency are the most useful ones in
describing a typical value in the population.
Other than using the median in afew cases,
in our analysis we mostly operated with the
simple mean and a weighted mean. The
difference between these two comes from
the fact that the simple mean does not take
into account the existing differences of the
units analysed (typically the size), while a
weighted mean does. In other words the
simple mean gives equal importance to all
the values, while a weighted mean gives
more weight to the units that are greater
in size (e.g. a PSI that has more children).
In order to get as much information as
possible from our data, we often used both
of these measures.

The main limitation inherent to both the
weighted and simple mean is that they
are sensitive to outliers. Therefore in
some parts of the report we have used the
median, as a measure of central tendency
immune to outliers.

Measures of dispersion, such as the
standard deviation and coefficient of varia-
tion were used to describe the stability of
the calculated indicators (means). The
standard deviation measures the amount
of variation from the simple mean. A low
standard deviation indicates that the data
points tend to be very close to the mean;
a high standard deviation indicates that
the data points are spread out over a large
range of values. A limitation inherent to
standard deviation is that it depends on the
overall level of the observed variable (e.g.
the higher the simple mean of a particular
variable is, the more volatile it is). For that
reason, in those situations where we were
to compare variables of a different overall
level, we used the coefficient of variation.
The coefficient of variation is defined as the
ratio of the standard deviation to the mean,
to control for the influence of the variable
level.



Regression analysis

Regression analysis was used to estimate
unit cost and to assess the children-
specific group growth dynamic. The key

idea of regression analysis is to describe
the relationship between the variable of
interest (the dependent variable, Y) and
explanatory variables (X, X,,... X ):

Y = ﬂo "’ﬁle +ﬂzXz +"'+ﬂnlen71 +ﬂan-

The main components of the regression
model are regression coefficients (B1,
B2... Bn) which can be defined as the
average change in the dependent variable
while varying the appropriate explanatory
variable by 1 (while keeping the other
explanatory variables constant).

The appropriate measure of how well the
data points fit a statistical model is the
coefficient of determination or R squared.
It can be defined as a proportion of the
variation of dependent variable explained

by the statistical model. A limitation
adherent to regression analysis is that it
is sensitive to outliers. Therefore the usual
remedy for this is to repeat the analysis
excluding outliers at the cost of shrinking
the information base.

The UNDP formula

The formula proposed by UNDP to be
used for estimating the costs of preschool
education programme is as follows:

Exp, = c¢, X Norm X P,

total costs to the government from PSE programmes

factor or coefficient to take into account special circumstances

or unit price, is what needs to be paid per child, in normal circumstances

where:
Exp, -
c, -
(transport costs)
Norm -
P — population, total number of children to be covered

In this methodology the c-coefficient (or
'c-density') is used as a weight for unit cost
in order to account for regional differences.
Based on population sparseness, it allows
for additional costs that may be spent on
organizing transport for children to and
from the PSI or for organizing teachers
that could go to them, etc. It is also used
to account for small group sizes in remote
rural areas, which are less cost-efficient.

indicates the observed municipality.

The main limitation to this methodology is
due to the assumption that all the relevant
differences between municipalities
are reflected in population density and
therefore in the c-coefficient as a function
of population density.
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ANNEX I

ESTIMATING THE
NUMBER OF CHILDREN
IN MONTENEGRO FOR
THE PERIOD 2015-
2020, IN TOTAL AND

BY MUNICIPALITY, AS
WELL AS THE NUMBER
OF CHILDREN FROM
VARIOUS VULNERABLE
GROUPS

In order to estimate the number of children
0-6 years old, by age, we used MONSTAT
data: the number of newborns in each
calendar year (this data is available on
the MONSTAT site for all generations born
during the period 2005-2012) and the
number of children recorded in the 2011
census. In our estimation we assumed
that there was no migration or mortality
during the estimation period. This means
that, for example, the total number of
newborns in 2011 (i.e. number of children
age 0) is equal to the number of 1-year-
olds in 2012.

In order to make our calculations in chapter
5 of this study, we needed to estimate the
number of 0—6-year-old children, for each
year of age and for each municipality
in Montenegro. This means we had to
estimate the number of newborns from
2013-2019 (e.g. children born in 2014
will be 6 years old in 2020) for each
municipality in Montenegro. We estimated
this figure using regression analysis. We
ran a separate regression analysis of
the historical data for 2005-2012 on the
number of newborns for each municipality.
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There is no data on the total number of
children with disabilities’. However, from
our questionnaire we do have this data
but only for the number of children with
disabilities who currently attend PSE and it
is this data that we have been using in our
cost estimation. Since we are assuming
universal coverage of children by PPP, this
implies also full coverage of children with
disabilities.

There is a database on the number of
families that are beneficiaries of social
welfare. This data is available on the
site of the Ministry of Labour and Social
Welfare (MLSW, 2013). From the number
of families we can estimate the number of
children age 0—6 from those families.

In order to estimate the total number of
RE children we used both the specific RE
population census from 2008 and the latest
Montenegro-wide census from 2011. The
total number of RE children is primarily
based on the data obtained from the 2008
RE census. This is the latest census of the
RE populations in their settlements that is
available for Montenegro, which is the only
sure way to get most of the RE population.
The data from the Montenegrin 2011
Census shows a lower number of the RE
population (it probably did not include
all Roma settlements), but this data is
more detailed and structured (by year of
age and by municipality). So, in order to
estimate the number of RE children age
0-6 in 2015-2020, we used information
available from the 2011 Census which
gives us a better idea about the structure
of these children.

1 See article at http://www.portalanalitika.me/
drustvolvijesti/95629-u-crnoj-gori-bez-tanog-
broja-djece-sa-invaliditetom-.html



ANNEX I

PAYMENT OF FOOD
COSTS BY PARENTS

Since the data on the payments by parents
for food costs showed significant deviation
from the amounts we expected, and since
these payments were crucial to our primary
task — programming the costs of preschool
education where the preschool preparatory
programme is envisaged to include all
children above 3 years of age — we have
performed an additional piece of primary
research? to recheck the data originally
obtained. The results of the second piece of
primary research did not differ significantly
from the first one. Their analysis and the
issues that forced us to recheck our original
findings will be analysed here.

The total amount of funds received by PSlIs
from parents paying for their children’s food
is provided in Table 27 in column 2 also
denoted by (1). Before proceeding further
we have to find out how many months
(or days) per year the Montenegrin PSls
are open. According to our analysis of the
answers provided in our questionnaire,
the number of days per year that the state
PSls were working amounts to a simple
average of 221 and a weighted average
of 238 days® per year. Even though this
aggregates to somewhere above 10
months per year, we will approximate it
to be only 10 months, i.e. we will say that
an average child may attend the primary
PSE programmes for 10 months a year.
Furthermore, in our second questionnaire

2 The second piece of primary research (survey)
was performed only at state PSls. Since the main
issue was payments by parents for food costs,
interviewing private PSls was not relevant.

3 In calculating the weighted average we have
used the number of children that attend the
particular PSI as the weights.

we asked about the average attendance
rates of children in particular state PSls.
The answers* varied between up to 80%
and 100%°®. So, we will estimate that, on
average, the attendance rate is 80%.

According to our original information, the
parentsin2012were financing the food costs
of their children in primary programmes at
an amount of €40 per month for the full-day
primary programmes and €20 per month
for the half-day primary programmes (in
créche and in kindergarten). So, returning
to Table 27, we will now look at column 3.
It shows the revenue that PSls in adequate
municipalities would have if the parents
were paying €40 per month for the full-
day and €20 per month for the half-day
programmes, for 10 months per year. For
this calculation we have used only the
number of children who were attending
PSIs in primary programmes, but who were
not from vulnerable groups or from families
that are recipients of family welfare. The
total annual amount the PSls would receive
then in each municipality is provided in
column 3 of Table 27. As we can see, these
values are substantially higher (compared
to the revenues actually received from the
parents and that are represented in column
2. The difference between these two,
expressed in absolute terms, is provided in
the fourth column and we can see that it
varies from almost —€860,000 in Podgorica
to —€1,560 in Pluzine (the simple mean is
around —€135,574).

These absolute terms, however, may be
quite misleading as Podgorica with its
two PSls has by far the most children®, so
we have calculated the difference also in

4 This was a question with closed answers, with
five possible responses: up to 20%, up to 40%,
up to 60%, up to 80% and up to 100%.

5 No PSIs gave an answer that their attendance
rate was up to 60% or below that.

6 The total number of children whose parents
were financing their food in PSI was 14,158, and
5,848 (41%) of them were in the Municipality of
Podgorica.
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percentage terms in column 5 of Table 27.
Now we can say that on average (simple
mean) actual financing amounted to 48%
of the revenues the PSIs would receive if
the parents were to pay for food costs of
€40 and €20 per month for the full-day and
half-day programmes, respectively, for 10
months per year. This average value is
not a good representative because the
individual values vary significantly, from
the maximum of 81% in the Municipality
of Pluzine to just 19% in Plav’s state PSI.
Also, as we expected, Podgorica no longer
shows the highest difference between
actual and potential revenues — the
parents’ revenue realization in Podgorica
is far above the average, at 62%.

After our second meeting with the ME
where we presented the first draft of our
study with the results of our first primary
research (survey), after discussing these
issues we were informed that parents
actually did not pay €40 and €20 per
month for food, but instead they paid
€1.80 per day for the full-day and €0.90
for the half-day programme, but only on
the days when their child actually showed
up at the PSI”. This suggested use of the
attendance rate to estimate the future
revenues from the parents. Therefore,
we performed an additional survey
where we inquired in more detail about
the attendance rates, the dates on which
PSlIs and their particular units were open,
rechecked the amount received from the
parents as well as the number of children
whose parents are not liable for paying for
food costs.

As we explained above, according to the
answers provided in the second survey
we estimated that the average attendance
rate is higher than 80%. So, in column 6 of
Table 27 we have calculated the revenue

7 This amounts to around €40 per month for the
full-day and €20 per month for the half-day
programme, should the child go to the PSI every
day of the month.
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that PSls would have received if the
children were attending the kindergarten
10 months per year, with an attendance
rate of 80%. In the following column,
column 7 we have calculated the difference
between these potential revenues from
the parents and the ones they actually
received in absolute terms, while column
8 presents the actual revenues expressed
as a share of these potential revenues,
expressed in percentage terms.

The results show that even with an 80%
attendance rate there is a pronounced
difference between the potential and
actual revenues received from the
parents. In absolute terms this difference,
albeit smaller (the simple mean is about
—€75,000), varies from €120 in the case
of Pluzine where it is actually higher
than the actual revenues implying that
the attendance rate was higher than
80%, to around —€400,000 in the case
of Podgorica. In the latter case the high
difference is mainly due to having the
highest proportion of children in this
municipality (41%), as proved when we
express the difference between actual
and potential revenue from the parents
in relative terms, where we calculate the
actual revenue as a percentage of the
potential revenue, in column 7 of Table 27.

As we can see from column 7, on average
the actual revenue received from the
parents amounts to 60% of the revenue
the PSI would have received if the parents
were to pay for food 10 months a year,
€1.80 per day for the full-day and €0.90
per day for the half-day programme and
with an attendance rate of 80%.
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This is unexpectedly low revenue reali-
zation and we find it even after we take into
account the lowest possible attendance
rates that the data would allow.

Furthermore, this average is quite volatile,
ranging from 102% in case of Pluzine’s
PSI to just 24% in case of Plav’s PSI. The
result from Pluzine, where actual revenue
is 102% of the potential revenue indicates
that our assumption that the attendance
rate is 80% is an overestimate, i.e. the
actual attendance rate is higher. The
minimum result, proving that the actual
revenues from the parents are only 24%
of the revenues that Plav’s PSI would
receive if the parents paid for each day
that the child showed up at the PSI and
the attendance rate was 80% (estimated
by directors of PSIs).

Finally, in order to analyse this data even
further, in the last column of Table 27 we
calculate for how many days the parents
pay for the average child who is not a
member of a vulnerable group or whose
families are not recipients of social welfare.
We have calculated this number of days
by dividing the total amount received
from the parents by PSI for financing
food costs, by the daily amount payable
(€1.80 and €0.90 for the full- and half-
day programmes, respectively) multiplied
by the actual number of children who are
officially enrolled in the full-day and half-
day programmes in that PSI This gave
us the number of days that parents, on
average, actually paid for. These are the
values presented in the last column of
Table 27.

The data presented shows that, according
to the data provided by the PSI, parents
of an average child in Montenegrin PSls
pay for 107 days per year (simple mean).
However, we already calculated that there
were 221 working days for Montenegrin
PSIs (simple mean), while the attendance
rate is 80% (at most). These 107 days of
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the average parents daily food payment
amounts to about 48% of the total
number of working days, or 60% when an
attendance rate of 80% is accounted for.
This is in line with the other results we had
already obtained in our analysis.

Furthermore, in Plav an average child paid
for only 42 days per year PSI attendance,
which is totally in line with the previous
results of 19% and 24% realized revenue
from parents in this municipality. The
second lowest result is that of Rozaje’s PSI
where parents pay, on average, for only
63 days of annual attendance. The next
in line are the PSls in the municipalities
of Kolasin and Berane that, with an
average annual paid attendance of 68
and 85 days, all realize less than 30% (or
38%) of the revenue that the PSls would
have received had the food costs been
payable throughout the year (or had they
been payable for the minimum observed
attendance rate of 80%).

Throughout this exercise we can see an
uncommonly high difference between the
amount paid by parents and the amount
that should have been paid by parents,
and this difference we will call the non-
payment rate.

All in all, we can conclude that the amount
payable by parents is far below the
revenues that would have been received
bearing in mind the official enrolment and
attendance rate, i.e. the non-payment rate
is extremely high. We can only conclude
that the payment of services on a daily
basis is not at all efficient, allowing for
high non-payment rates, and should
be abandoned and replaced by a more
efficient (and more common approach)
where the food should be payable per
month of attendance and not per day.
Redefining the payment mode should be
one of the policy priorities for Montenegro.
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