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Abstract

The right to education has been strongly affirmed and incorporated in human rights treaties for a
number of years. At the same time, grand declarations and commitments most often have not been
realized as they are not equally covered by financial resources. The system of public education in the
Republic of Moldova, being chronically underfinanced, eloquently demonstrates this statement. In the
period 2007-2021, the ratio of education underfinancing in the Republic of Moldova was greatly
emphasized by some crisis episodes, which affected macro-economic and financial stability. The
economic effects of the war in Ukraine on the economy of the Republic of Moldova will put some
pressure on the National State Budget, eventually affecting the capacity of education financing, both
from the National State Budget’s funds and private household ones. From the theoretical-scientific
point of view, the research has been carried out in the context of complex and systematic approach to
contemporary economic and social concepts. Taking into account the complexity of social, economic
and financial phenomena studied, it was necessary to combine quantitative and qualitative research
methods. The way in which countries finance response to different trigger episodes of macroeconomic
instability, including the actions taken for the purpose of minimising disruptions in the development of
their educational sector, is, as a rule, determined by the fiscal area which is available to tackle crisis
episodes and by the severity of fiscal impact of these episodes. In the Republic of Moldova, as well as
in other countries, where intersectoral budget adjustments were not possible, it proved to be necessary
to operate reallocations in the Education budget to provide protection of frontline services.
Meanwhile, management of crisis situations turns the spotlight on the necessity to use public
resources as efficiently and fairly as possible.
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1. INTRODUCTION

The right to education has been strongly affirmed and incorporated in human rights treaties for a
number of years. Thus, the states that are parties to the International Covenant on Economic, Social
and Cultural Rights (approved in the Republic of Moldova on 26 January 1993) recognise that in order
to ensure the complete exercise of the right to education (art. 13, art. 14): primary education should be
compulsory and accessible to everybody for free; secondary education, in its different forms, including
vocational secondary education, should be generalized and become accessible to everybody in all
suitable ways, especially by establishing in a progressive way its free-of-charge basis; higher
education should become equally accessible to everybody, depending on their capacity, in all suitable
ways, especially by gradual introduction of its free-of-charge basis; basic education should be
encouraged or intensified as much as possible among the people who have not fully completed it; it is
necessary to actively pursue the development of educational chain at all levels, to establish an
adequate system of scholarships and to actively improve material conditions of didactic staff.

Global leaders also undertook bold political commitments regarding Education for Everybody, firstly,
in Jomtien in 1990, then they were reiterated in Dakar in 2000, and, finally, reformulated as an
objective of sustainable development in Incheon in 2015.
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At the same time, grand declarations and commitments most often have not been realized as they are
not equally covered by financial resources. The system of public education in the Republic of
Moldova, being chronically underfinanced, eloquently demonstrates this statement. Meanwhile, in the
period 2007-2021 the ratio of education underfinancing was greatly emphasized by some crisis
episodes, which affected macro-economic and financial stability.

The economic effects of the war in Ukraine on the economy of the Republic of Moldova will probably
get materialized through a number of channels, especially through that of commerce (the disruption of
trade with Russia, Ukraine and Belarus and international sanctions imposed against Russia and
Belarus) and energy prices. In addition, the effects of the population’s confidence could worsen the
potential of the financial system and real economic activity, whereas the continuous flow of refugees
can put some pressure on the National Public Budget (IMF 2022). Finally, the capacity of education
financing will probably be affected both by the National Public Budget’s funds and private household
ones.

2. MATERIALS AND METHODS

From the theoretical-scientific point of view, the research has been carried out in the context of
complex and systematic approach to contemporary economic and social concepts. Taking into account
the complexity of social, economic and financial phenomena studied, it was necessary to combine
quantitative and qualitative research methods. Therefore, quantitative document analysis was applied
(research of existing studies and documents, collecting relevant statistical data), comparative method
(used while comparing different crisis episodes and educational systems from different countries and
the data related to different statistical indicators), and diachronic method (used when describing the
evolution of data related to national state budgets, macroeconomic and budget indicators).

Crisis is a difficult and ambiguous concept and term as it implies a number of meanings. Thus, Heath
and Millar (Heath & Millar 2004) cite twenty definitions of this term. Some of them are focused on
the turning point in the evolution of a social organization, but others designate the necessity of some
management efforts which are more intense than those which are necessary during normal periods.
Some definitions emphasize stress, others — an uncontrollable situation.

According to Oxford Dictionaries, crisis is “a time of intense difficulty or danger” (e.g., Greek
economic crisis of 2007-2009). There are two distinct cases: (a) “a time when a difficult or important
decision must be made” and (b) “the turning point of a disease when an important change takes place,
indicating either recovery or death”. Although it is difficult to reach a consensus regarding just one
definition of the term ’crisis’, it seems that there is a consensus about defining features of a
system/organization which is in crisis (Seeger, Sellnow & Ulmer 1998), namely:

an emerging difficult event or situation is unexpected;

there is uncertainty;

it is seen as a threat to important objectives;

the event indicates the need for change.

3. RESULTS

During 2007-2021 the economy of the Republic of Moldova faced the impact of the following crisis
episodes:

- the international financial crisis of 2007-2009;

- the withdrawal of licences from three banks: Commercial Bank “Banca de Economii” JSC,
Commercial Bank “BANCA SOCIALA” JSC and Commercial Bank “UNIBANK” JSC, one of
them being a systemically important bank (October 2015);
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- the COVID-19 pandemic crisis.

At the same time, the war in Ukraine sparked by Russia in February 2022 has been provoking
phenomena with a negative impact both on security and macroeconomic stability on the country level,
as well as regional, international and world ones. Evidently, the Republic of Moldova, being Ukraine’s
neighbour and having a small open economy, evaluated by the World Bank as a country with medium
income, inferior category (IMF 2022), is strongly affected by this war. However, the present article,
for the reason of information lack, does not examine year 2022. This segment is temporarily examined
in connection with some other research.

Figure 1 shows that, considering the above-mentioned episodes, the international financial crisis of
2007-2009 had the biggest impact on the National Public Budget (NPB) of the Republic of Moldova.
Thus, in 2009, the amount of the budget deficit as compared to GDP was 6.3%, which was the highest
value in the period 2007-2021. Starting from 2010, this indicator was decreasing until 2015, when the
NPB was pressed by the consequences of liquidation of those three banks - Commercial Bank “Banca
de Economii” JSC, Commercial Bank “BANCA SOCIALA” JSC and Commercial Bank
“UNIBANK” JSC. The COVID-19 pandemic crisis determined the increase of the budget deficit as
compared to GDP from 1.4% in 2019 to 5.3% in 2020.
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Fig. 1. Evolution of budget deficit, in % of GDP

Source: processed according to the information of the Ministry of Finance of the Republic of
Moldova.

Both the international financial crisis and the COVID-19 pandemic, as well as the liquidation of three
banks from the banking system of the Republic of Moldova, including a systemically important bank
(Commercial Bank “Banca de Economii” JSC), determined significant fiscal policy challenges.
Whereas the macroeconomic policy includes a number of other dimensions, namely the fiscal policy
has the biggest and most immediate effects on Education financing.

2016 2017 2018 2019 2020 2021
NPB, min. lei 8557,70 | 9681,30 | 10462,10 | 12 121,20 | 12 583,10 | 133982
Including:
a) | State budget (including transfers between 8269,10 | 9001,70 | 9730,80 | 11045,60 | 11 887,00 | 12 453,10
state budget and local ones)
Local budgets (without transfers from state 288,60 679,60 731,30 1 075,60 696,10 945,1
budget)
b) | State budget (without transfers between state 19945 22235 2394,6 2567,7 2676,7 2568,4
budget and local ones)
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Local budgets (without transfers from state 298.3 690.1 741.3 1,080.9 707.7 953.2
budget)

Transfers between state budget and local 6,264.9 6,767.7 7,326.2 8,472.6 9,198.7 9,876.6

ones

c) | State budget (without transfers between state 19945 22235 2394,6 2567,7 2676,7 2568,4
budget and local ones)

Local budgets (with transfers from state 6563,2 74578 8 067,5 9553,5 9906,4 10 829,8
budget)

Table 1. Public expenses on Education according to the level of budget they are financed from, min.
lei

Source: processed according to the information of the Ministry of Finance of the Republic of
Moldova.

Further, with the purpose of emphasizing and specifying analytical aspects, the COVID-19 pandemic
crisis is considered.

The information presented in table 1 suggests the conclusion that in the period 2016-2021 public
expenses on Education were constantly increasing, though with some fluctuations, the smallest value
was recorded in 2020. Thus, the growth rate of public expenses on Education as compared to the
previous year was 114.6% in 2017, 108.1% in 2018, 115.9% in 2019, 103.8% in 2020 and 106.8% in
2021.

At the same time, within the framework of NPB in terms of expenditures, the expenses on Education
in 2020-2021 show the smallest values as a share of total expenses of NSB: 17.2% in 2020 and 16.3%
in 2021.

Under the influence of the pandemic crisis in 2020, there was an increase of the significance of
expenses on services in the field of economy and on nature protection, to some extent. In 2021,
expenses on health protection were relatively better pronounced as compared to 2020. However, these
increases were accompanied by a sharp decrease of the importance of expenses on Education within
the range of total expenses of the National Public Budget (table 2).

2016 | 2017 | 2018 | 2019 | 2020 | 2021
Public services with general destination 10,6 10,4 9,3 9,4 9,0 8,3
National security 1,1 1,0 1,1 0,9 0,9 1,0
Public order and national security 6,9 7.4 7,3 6,6 6,5 6,2
Services in the field of economy 9,5 9,9 11,1 10,9 12,1 10,4
Environment protection 0,4 0,3 0,2 0,3 0,3 0,4
Housing and utilities 2,4 2,4 2,6 2,4 2,4 2,7
Health protection 13,4 13,3 13,1 13,1 13,6 16,5
Culture, sport, youth, cults and recreation 2,4 2,4 2,5 2,8 2,4 2,4
Education 174 | 178 | 17,6 | 184 | 172 | 163
Social security 356 | 35,0 35,2 354 | 35,5 35,9
Total amount, expenditures and non-financial assets | 100,0 | 100,0 | 100,0 | 100,0 | 100,0 | 100,0

Table 2. Structure of NPB by budgetary functions in terms of related expenditures and non-financial
assets, %
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Source: processed according to the information of the Ministry of Finance of the Republic of
Moldova.

Governments, households and development partners are the main sources of education financing.
Their contributions differ significantly depending on the group of income of the country. For instance,
governments are the biggest sources of financing the education sector practically in all countries, not
depending of the group of income the country is related to, whereas direct contributions of households
to education tend to be bigger in poorer countries.

The capacity of countries to finance education, depending on the group of income they belong to, is
affected by crisis episodes in different ways.

As regards the international financial crisis of 2007-2009, the international experience demonstrates
that its impact on Education budgets was mixed. OECD carried out an evaluation of its member
countries, which showed that Education budgets were initially protected. At the same time, in 2010, a
third of the countries reduced their general Education budgets, whereas fewer than half of them
reduced teachers’ salaries (OECD 2013).

There is limited evidence regarding the impact of budgetary reductions on the results of Education,
especially in developing countries. In the USA, the supporting materials suggest that budgetary
reductions in the field of public education have a little negative impact both on learning and college
enrolment rates (UNDP 2020).

The connection between expenses and results is relatively poor, which suggests that the effect of
reduced expenses on results depends on their dimensions, as well as on the types of expenses which
are subject to reduction (World Bank 2018).

In general, reduced government expenses causing decrease of educational services can prevent parents
from getting back to work, as they have to stay at home to look after their children, which determines
the possibility of a slow-down of the general rate of economic recovery.

Previous economic shocks in lower-income countries reduced revenues, decreased the amount of
expenses on education and led to lower school attendance rates (World Bank, 2020).

The Asian financial crisis of 1997-1998 caused a significant reduction of households’ income in many
countries. In Indonesia, this decline of family income lead to a 17%-decrease of education expenses
among rural households and a 10%-decrease among urban ones, as well as to falling school enrolment
rates, especially for the children from the poorest families (IMF 2022; Thomas et al. 2004). The crisis
impact on children’s schooling in richer countries is mixed. In medium-income countries of Latin
America, some economic crises were associated with the growth of children’s schooling, and the last
financial crisis did not have any significant impact on OECD countries.

The decrease of income can also lead to some changes in the number of students enrolled in private
and public schools, in favour of the latter, adding even more pressure on public education budgets. In
Indonesia, there is some evidence suggesting that enrolment rates in secondary private schools went
down after the Asian financial crisis, whereas the rate of enrolment in public schools slightly increased
(Strauss et al. 2004). If the COVID-19 crisis results in similar changes regarding enrolment, the needs
for public schools financing increase at the moment when the funds are limited. The general effect of
such changes without adequate financing will be quality decrease, for example, through the growth of
the number of classes. To prevent these results in the conditions of the pandemic, Ethiopia encouraged
private schools to explore the ways of cancelling education fee or postponing its payment until parents
can afford to pay it.

The volume of donor financing (development assistance for education) will probably be negatively
affected by a sharp decline of economic development associated with the pandemic in some of the
biggest donor countries.

Page 236



Economy & Business Journal of International Scientific Publications
ISSN 1314-7242, Volume 16, 2022 www.scientific-publications.net

4. DISCUSSION

One of the basic criteria enabling to evaluate the level of respecting the right to education is its quality.
Human Development Report measures the education quality by means of the Programme for
International Student Assessment (PISA) score (the score obtained by testing skills and knowledge of
15-year-old students in reading, mathematics and science).
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Fig. 2. Relationship between the education quality and total expenditure on educational institutions per
full-time equivalent student, in equivalent USD converted using PPPs for GDP

Source: processed according to the Education at a Glance (OECD 2021) and Human Development
Report (UNDP 2020).

Figure 2 represents the evaluation of the dependence between the education quality measured by
means of the Programme for International Student Assessment (PISA) score (testing skills and
knowledge in Mathematics) and total expenditure on educational institutions per full-time equivalent
student (in equivalent USD converted using PPPs for GDP, primary education) for the OECD
countries considered in Education at a Glance 2021 (OECD 2021).

Although, as it is demonstrated in figure 2, the amount of expenses on education represents a factor
which has a moderate positive and indirect influence on the education quality, in the Republic of
Moldova, financing per student and per institution is much lower than the level recorded in the OECD
countries. Moreover, the dynamics of the normative value for a “weighted student” and for an
institution in 2021 as compared to 2020 was much more modest as compared to the previous years
(figure 3). The situation became even more complicated in 2022, when the level of these two
indicators remained practically at the level of 2021, in the conditions when the consumer price index
in June 2022 as compared to June 2021 was 131,83%.
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Fig. 3. Dynamics of the normative value for a “weighted student” and the normative value for an
institution, taken into account while establishing categorical transfers, in Moldovan lei (MDL)

Source: processed according to the information of the Ministry of Finance of the Republic of
Moldova.

Table 3 confirms the findings derived from the study of international experience in the field of
Education financing, which are related to the Republic of Moldova as well. Thus, public expenditures
on Education are mainly financed from the transfers with special destination. Within the framework of
NPB, in the period 2018-2020, these revenues were subject to continuous growth: from 94.8% in 2018
to 98.5% in 2020. At the same time, the contribution of grants received from the governments of other
states, international organisations, voluntary donations and other revenues for the projects financed by
external sources was negligible in 2020, which demonstrates that the financial capacity of the
providers of these revenues was critically affected by the consequences of the COVID-19 pandemic.

The way in which countries finance their response to different trigger episodes of macroeconomic
instability, including for minimising disruptions in the development of their educational sector, is, as a
rule, determined by severity of the fiscal impact of these episodes.

Sources of revenues 2018 2019 2020

thousand lei | % oftotal | thousandlei | % of'total | thousandlei | % of total
Grants received from governments of other 76915 0,7 36223 0,3 353 0,0
states
Grant.s ref:eived from international 3607 0,0 14 109 0,1 1773 0,0
organisations
Revenues from the sale of goods and services 403 138 3,8 292 902 2,4 159 810 1,3
Voluntary donations 41 078 0,4 17 861 0,1 6170 0,0
Other types of income for projects financed 181 0,0 786 0,0 269 0,0
by external sources
Current transfers with special destination 9993 107 94,8 11 745 507 96,9 12 289 085 98.5
Capital transfers with special destination 27916 0,3 12 148 0,1 23 795 0,2
Total amount of budget revenues 10 545 941 100,0 12 119 536 100,0 12 481 255 100,0
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Table 3. Structure of NPB’s revenues related to the budgetary function “Education”

Source: processed according to the information of the Ministry of Finance of the Republic of
Moldova.

With reference to the COVID-19 pandemic, it was essential for the countries having fiscal space to
deal with the pandemic to include in their state budgets the funds meant to cover the response to the
pandemic in the field of Education. During previous crises, some countries used tax incentive
packages to protect and mobilize resources for Education as a way to revive their savings and improve
medium-term growth prospects. For example, during the financial crisis of 2008-2009, 15% of the
resources from the Federal American Recovery and Reinvestment Act were intended to finance
Education (UNESCO 2010). During the COVID-19 pandemic crisis, the USA have also allocated a
significant element of its aid packet for Education. According to the IMF’s policy tracker, the
countries like Equatorial Guinea, Ethiopia, Panama, Sweden and Tonga included additional expenses
on Education in their fiscal stimulus packages, whereas other countries, such as Algeria, make efforts
to be sure that their social expenditures, including those related to Education, are protected during the
pandemic crisis.

Nevertheless, the countries whose governments consider that it is impossible to protect general levels
of expenditures had to explore the ways to reallocate resources to respond to the pandemic. The
countries can first seek to reallocate their general budget to provide financing of priority sectors,
including Education. The decisions regarding the way of allocation of public expenditures involves
difficult compromises, but, during the COVID-19 pandemic, priority must be given to financing in the
field of health and social protection to protect lives and means of living. These priorities also help to
minimize learning losses. However, the pandemic offered governments an opportunity to re-evaluate
existing budgetary allocations.

It became necessary to operate reallocations in the Education budget, where it was not possible to
make intersectoral budget adjustments, to ensure protection of frontline services. In these cases, the
priority of existing funds to cover additional costs associated with the response to the pandemic and to
minimise disruptions in the quality of educational services was critical. This could involve postponing
expansion plans, reducing other capital investments planned, reducing training and supervision
budgets or temporary transfer of resources from inessential services to frontline ones. However, any
reallocation of this type must be carefully evaluated to be sure that modifications of the destination of
resources will not lead to the reduction of current access levels or quality standards.

In all countries, the pandemic turned the spotlight on the necessity to use resources as efficiently and
fairly as possible. In many countries, there are significant inefficiencies related to expenditures on
Education, which often generate considerable inequalities in expenses among different regions and
children from various socioeconomic backgrounds. The sources of these inefficiencies and unequal
usage of public financing differ from one country to another, but they often include uneven
distribution of teachers, fiscal transfer formulas, which do not take into account the differences among
student populations and deficiencies of public procurement systems. Whilst reasons can be different,
the pandemic and its pressure on public finances add an additional emergency to tackle these
deficiencies and the problem of increasing public finance efficiency.

Development partners can also play an important role in supporting government responses to the
pandemic and in directing resources to the most vulnerable population layers. In the short run,
development partners can offer emergent financing to support countries in their response to the
pandemic.

In the medium term, development partners should evaluate the feasibility of increasing development
assistance for Education, for example, by means of increasing its share in the total amount of add
allocations. Governments of developing countries should also look for ways to mobilize additional
resources from non-traditional sources (like philanthropy organisations or corporate social
responsibility contributions) to support investments in the Education sector.
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5. CONCLUSIONS

The international financial crisis of 2007-2009, the COVID-19 pandemic, the liquidation of three
banks from the banking system of the Republic of Moldova have determined significant fiscal policy
challenges with adverse effects on education financing.

The way in which countries finance their response to different trigger episodes of macroeconomic
instability, including for minimising disruptions in the development of their educational sector, is, as a
rule, determined by severity of the fiscal impact of these episodes.

With reference to the COVID-19 pandemic, it was essential for the countries having fiscal space to
deal with the pandemic to include in their state budgets the funds meant to cover the response to the
pandemic in the field of Education. The countries whose governments consider that it is impossible to
protect general levels of expenditures had to explore the ways to reallocate resources to respond to the
pandemic. It became necessary to operate reallocations in the Education budget, where it was not
possible to make intersectoral budget adjustments, to ensure protection of frontline services. The
pandemic turned the spotlight on the necessity to use resources as efficiently and fairly as possible.
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