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ANALYSIS OF MODERN FINANCING MODELS
FOR OUTSOURCING SERVICES IN PRESCHOOL
EDUCATIONAL INSTITUTIONS AND THEIR
EFFICIENCY

Khamidov Anis Choriyevich
Independent Researcher at the Kimyo International University in Tashkent

Abstract: This article examines modern financing models used to support outsourcing services in preschool educational
institutions and evaluates their efficiency in terms of cost optimization, service quality, and long-term sustainability. The
analysis draws on international and national evidence to explore how budget financing, parental co-payment schemes,
public—private partnerships, performance-based mechanisms, voucher systems, and blended financing influence the
accessibility and quality of outsourced services. The findings show that efficiency is achieved when financial structures
are transparent, incentives are performance-oriented, and governance mechanisms ensure accountability. The study
highlights the importance of aligning financial models with pedagogical objectives and institutional capacity to build a
resilient and equitable preschool education system.

Key words: outsourcing, preschool education, financing models, public—private partnership, performance-based financing,
early childhood services, educational efficiency, blended financing.

Annotatsiya: Ushbu maqolada maktabgacha ta’lim muassasalarida outsourcing xizmatlarini moliyalashtirishning
zamonaviy modellari va ularning samaradorligi tahlil gilingan. Tadgigotda byudjet mablag'lari, ota-ona to‘lovlari, davlat-
xususiy hamkorlik, natijaga yo‘naltiriigan moliyalashtirish, voucher tizimlari va aralash moliyalashtirish mexanizmlarining
xizmat sifati, xarajatlar samaradorligi va barqarorlikka ta’siri o‘rganilgan. Natijalar shuni ko‘rsatadiki, samaradorlik
moliyalashtirishning shaffofligi, rag‘batlantiruvchi mexanizmlarning mavjudligi va boshqaruv tizimining hisobdorligiga
bog‘liq. Moliyalashtirish modellari pedagogik magsadlar va institutsional salohiyat bilan uyg‘unlashgan taqgdirda, tizimning
barqaror va inklyuziv rivojlanishi ta’minlanadi.

Kalit so‘zlar: outsourcing, maktabgacha ta’lim, moliyalashtirish modellari, davlat-xususiy hamkorlik, natijaga yo‘naltiriigan
moliyalashtirish, erta bolalik xizmati, samaradorlik, aralash moliyalashtirish.

AHHOTaums: B cTtatbe aAHaNMnN3npPyrTCA coOBpeMeHHble Moaenn (PrHaHCMpPOBaHNSA AYTCOPCUHIOBbLIX YyCIyr B AOLUKOJ1IbHbIX
o6paaoBaTer|be|x yypexaeHnax n oueHmnBaeTca nx 3PP EKTUBHOCTb C TOYKMN 3pEHUS ONTUMM3ALMM PACXOAOB, KavyecTBa
ycnyrum [OSroCPOYHOMN yCTOVI‘-WIBOCTVI. Ha ocHoBe MeXOyHapOoOHbIX U HAUMOHArbHbIX JA@HHbIX pacCMaTpuBaeTCA BrnaHmne
OOKETHOrO PMHaAHCMPOBaHWS, POAUTENBCKUX MNraTexen, rocyoapcrtBeHHO-4aCTHOro napTHEPCTBA, pesynbratoB-
OPUEHTUPOBAHHbLIX CXeM, Bay4epHbIX CUCTEM U CMeELUaHHbIX MeXaHM3MOB Ha OOCTYNMHOCTb U Ka4eCTBO NepenaHHbIX
ycnyr. Pe3yanaTb| nokasblBatoT, YTO a(PPEKTUBHOCTb AOCTUFAETCA NPU HANMMYMN NPO3padHbiX PUHAHCOBBIX CTPYKTYD,
CTUMYTNNPYHOLLNX MEXaHU3MOB U HaOEXHOW cucTeMbl KOHTpoOns. MNogyépKknBaeTca BaXXHOCTb COrnacoBaHus (oMHaHCOBbIX
MOZErNeN ¢ negarormn4eckumm 3agadyamu m MHCTUTYUMOHaNbHbIMN BO3MOXHOCTAMM.

KntoyeBble crioBa: ayTCOPCUHI, [OOLUKONbHOEe obpasoBaHue, Mopenu (UHaHCUPOBAaHWS, rOCYAAPCTBEHHO-YaCTHOE
NapTHEPCTBO, pe3yrnbTaTuBHOE hHAHCMPOBAHWE, YCIYT PpaHHEro pa3BuUTUs, 3pPEKTMBHOCTb 0Opa3oBaHus, CMELLaHHOe
brHaHCHMpoBaHMe.

Introduction

Preschool education is increasingly recognized as a strategic component of human capital development,
with long-term effects on cognitive growth, social integration, and future labor market outcomes. In many
countries, expanding access to high-quality early childhood education has become a national priority, prompting
reforms aimed at improving efficiency, transparency, and financial sustainability in the management of preschool
institutions. As public budgets face growing pressure, governments have sought innovative mechanisms to
deliver essential services without compromising quality. Among these mechanisms, outsourcing has emerged
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as an effective tool for optimizing operational costs, introducing market-based efficiency, and ensuring the
provision of specialized services in preschool settings.

Modern outsourcing models in preschool education typically involve delegating non-core or semi-core
functions—such as catering, security, maintenance, digital learning tools, health services, transportation, or
teacher training—to private service providers. By shifting responsibility for service delivery to specialized entities,
preschool institutions aim to concentrate administrative and pedagogical resources on core educational tasks
while benefiting from private sector expertise. However, the effectiveness of outsourcing largely depends on the
availability of adequate financing models, the design of contractual arrangements, and the institutional capacity
to monitor service quality. Without a robust financial framework, outsourcing may lead to fragmented service
delivery, quality disparities, or increased long-term costs.

In recent years, diverse financing models have been adopted across different education systems, ranging
from traditional budget financing to public—private partnerships (PPP), performance-based contracts, voucher
mechanisms, parental co-payment schemes, and blended financing tools. Each model reflects specific policy
priorities and fiscal constraints, demonstrating varying degrees of impact on cost-efficiency, accountability, and
service quality. The global trend toward decentralization of education governance has further amplified the need
to assess how these financing models operate in preschool institutions, especially in countries transitioning to
market-oriented public administration systems.

Despite rapid developments in this field, empirical and comparative evidence on the efficiency of outsourcing
financing mechanisms in preschool education remains limited. Most studies focus on the experiences of
developed countries, leaving significant gaps regarding emerging economies where outsourcing is increasingly
used as a response to demographic pressures, budgetary limitations, and institutional reforms. In this
context, examining modern financing models for outsourcing services in preschool education is essential for
understanding their economic rationale, identifying the factors that influence their performance, and determining
their compatibility with national education strategies.

Therefore, this article aims to analyze contemporary financing models used to support outsourcing services
in preschool educational institutions and to evaluate their effectiveness from both economic and managerial
perspectives. The study synthesizes international and local practices, identifies the determinants of efficient
outsourcing, and highlights the challenges that preschool institutions face in implementing these models. The
findings are expected to provide valuable insights for policymakers, educational administrators, and financial
planners seeking to improve the sustainability and quality of preschool education systems.

REVIEW OF LITERATURE ON THE SUBJECT

The growing reliance on outsourcing in early childhood and preschool education has attracted the attention
of international researchers studying the interaction between financing mechanisms, private sector involvement,
and service efficiency. One of the most influential empirical contributions is the experimental evaluation
conducted in Liberia by Mauricio Romero and his co-authors. Their work, published within the framework of the
Partnership Schools for Liberia initiative in 2016, demonstrates that delegating school management to private
operators can increase service quality when appropriate financing and accountability mechanisms are in place.
Although the study focuses on primary schools, its findings provide an important theoretical and methodological
basis for understanding how financing models influence outsourcing outcomes in early childhood education as
well.

The role of institutional context in the success of outsourcing is examined in the comparative work by
Ashley Bates, Taechwan Choi, and Youjin Kim, who analyse outsourcing practices in South Korea, England, and
Hong Kong in their pre-print study circulated in 2019. The authors argue that the selection of financing models,
including performance-based payments and competitive contracting, shapes the behaviour of private providers
and largely determines whether outsourcing contributes to cost efficiency or leads to quality disparities. Their
analysis highlights that financing arrangements must be aligned with governance capacity and monitoring
standards, especially in sensitive sectors such as preschool education where service quality directly affects
children’s development.

In the broader analysis of early childhood systems, the Education International report “Privatisation in
Early Childhood Education” published in 2018 points to the rapid expansion of private involvement in preschool
services across both developed and developing countries. This report documents the growing use of vouchers,
parental co-payment schemes, public—private partnerships, and blended financing models. It emphasises
that outsourcing mechanisms are most effective when supported by stable financing frameworks and clear
contractual obligations that safeguard child-centred pedagogical standards. Without such safeguards, the
expansion of private provision may increase fragmentation in service delivery and reinforce socioeconomic
inequalities.

190 t.me/scupus_IST2100 https://ist-journal.uz




11/2025 SOCIAL, ECONOMIC, SCIENTIFIC, AND TECHNICAL ACADEMIC JOURNAL

Another important contribution comes from the World Bank’s analytical study “A Situational Analysis
of Early Childhood Development Services in Kosovo” released in 2021. The report discusses how financial
constraints in the preschool sector have encouraged the use of outsourcing arrangements for services such
as catering, transportation, and maintenance. It also notes that innovative financing models, including tax
incentives for private providers and targeted subsidies for low-income households, can enhance the efficiency
and accessibility of outsourced services. The findings from Kosovo are highly relevant for countries undergoing
similar reforms and demonstrate the interdependence between public financing capacity and the performance
of private service contractors.

In the context of Central Asia, the research of Nargiza Ergasheva, published in the journal “Innovatsion
Texnologiyalar”in 2024, provides one of the few empirical examinations of outsourcing in preschool organizations
in Uzbekistan. Her study evaluates the effectiveness, risk factors, and quality outcomes associated with
outsourced services, highlighting that cost reduction alone cannot be the primary objective. According to
her findings, efficiency gains emerge when financing models incorporate transparent budgeting, competitive
procurement, and continuous monitoring of performance indicators. This work fills a significant gap in the
regional literature by offering data-driven insights into how preschool institutions can structure financing models
to maximise the benefits of outsourcing.

Several complementary studies further enrich the theoretical foundation of this topic. For instance, research
conducted in China under the “Yunnan Early Childhood Education Innovation Project” in 2022 emphasises the
importance of blended financing arrangements that combine government funding with private investment to
support service innovation in university-affiliated preschools. Meanwhile, the International Monetary Fund’s paper
“Improving the Efficiency and Equity of Public Education Spending” published in 2019 provides methodological
tools for evaluating the cost-effectiveness of public expenditures, tools that are directly applicable to assessing
the financial sustainability of outsourcing practices in preschool education.

Together, these studies reveal that outsourcing in preschool education is most effective when supported
by well-designed financing models characterised by transparency, predictable funding flows, incentives for
quality improvement, and robust monitoring mechanisms. While outsourcing can reduce operational burdens
and introduce specialised expertise, the literature warns that weak financial and contractual frameworks may
undermine service quality or increase long-term costs. Moreover, the scarcity of empirical research in developing
countries underscores the need for further analysis of how local financial capacities, institutional structures, and
regulatory environments shape the efficiency of outsourced preschool services.

RESEARCH METHODOLOGY

The study employs a mixed research design based on the collection of empirical data from policy reports,
financial statements of preschool institutions, and international databases examining outsourcing practices.
Qualitative information is obtained through content analysis of regulatory documents and prior scholarly
research, while quantitative indicators are processed using comparative and efficiency-based analytical
methods to evaluate the performance of modern financing models in outsourced preschool services.

ANALYSIS AND RESULTS

The transition toward diversified financing mechanisms in preschool education has reshaped how early
childhood institutions organise service delivery, allocate resources, and ensure quality. Outsourcing has
become one of the central strategies used to optimise administrative workloads and improve cost efficiency
by transferring specific functions to external providers. The analysis of modern financing models underlying
these outsourcing arrangements reveals a complex interaction among public funding flows, private-sector
incentives, institutional capacity, and the regulatory environment. Understanding these dynamics requires a
multi-layered examination of how financing structures influence service accessibility, affordability, quality, long-
term sustainability, and operational efficiency in preschool educational settings.

A key driver of outsourcing in preschool institutions is the need to balance limited public budgets with
rising expectations for high-quality early childhood services. The global shift toward early learning as a national
investment priority has increased pressure on governments to expand coverage while maintaining fiscal
discipline. As a result, financing models that support outsourcing have diversified from traditional government
budget allocations to hybrid systems combining public funding, parental fees, donor grants, performance-
based incentives, and various forms of public—private partnership. Each model aims to distribute financial
responsibility between the state, families, and private service providers in a way that maintains universal access
and operational sustainability. However, the effectiveness of these models depends heavily on how financial
flows are structured and governed.
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Government budget financing remains the foundational source of funding in many systems, particularly in
countries that emphasise universal preschool access as a social right. When outsourcing is financed through
fixed budgetary allocations, preschool institutions often contract private providers for non-core services
such as catering, cleaning, maintenance, transportation, medical support, and digital learning solutions. The
advantage of this model lies in its ability to provide stable funding while reducing the administrative burden on
preschool institutions. Yet, without strong cost-control mechanisms, this model can lead to inefficiencies, as
budget allocations may not reflect real market prices or performance outcomes. In several countries, studies
have shown that the absence of competitive procurement and transparent pricing can undermine the potential
efficiency gains associated with outsourcing. Thus, budget financing alone does not guarantee improved
service delivery; its efficiency depends on how funds are allocated, monitored, and linked to performance
indicators.

Parental co-payment systems represent another financing mechanism that influences outsourcing
dynamics. In these models, the costs of outsourced services are partially or fully transferred to parents, either
directly through fees or indirectly through shared-cost arrangements. This model is widely used for meals,
transportation, extracurricular activities, and specialised educational programs. While co-payment can help
reduce the financial burden on public budgets and enable institutions to access higher-quality private services,
it may exacerbate socioeconomic disparities. Families with limited financial means may be unable to afford
essential outsourced services, resulting in unequal access to high-quality provision. For this reason, many
countries implement targeted subsidies, fee-waiver schemes, or income-based pricing structures to ensure
equity. The sustainability of this financing model depends on the affordability of fees and the availability of
financial support mechanisms.

Public—private partnerships (PPP) represent a more strategic and long-term approach to financing
outsourcing in preschool education. In PPP arrangements, private partners may invest in infrastructure,
technological solutions, or specialised service platforms, while the government provides regulatory oversight,
funding guarantees, and long-term contractual commitments. These models are particularly relevant in the
development of digital learning environments, health and nutrition services, and integrated service centres.
PPPs aim to leverage private-sector expertise and innovation while maintaining public accountability. However,
their success depends on the distribution of risks and responsibilities in contractual agreements. If risks are
transferred disproportionately to the public sector, PPPs may become financially burdensome; if risks are
placed entirely on private providers, service quality may suffer. Thus, the efficiency of PPP-based outsourcing
depends on carefully designed financial arrangements, including performance-based payments, transparent
cost-sharing structures, and measurable quality benchmarks.

Performance-based financing has emerged as aninnovative model forimproving the efficiency of outsourcing
arrangements. Under this framework, payments to private providers are linked directly to service quality
indicators, user satisfaction, compliance with standards, or cost-efficiency targets. This model aligns financial
incentives with service outcomes, making it particularly appropriate for tasks where quality is measurable and
verifiable. However, implementing performance-based financing in preschool education is challenging, because
many indicators of early childhood development are qualitative and long-term. Consequently, performance-
based models are often applied to operational services with clear measurable outcomes, such as sanitation,
safety, nutrition, and digital support. Despite these limitations, this financing model has proven effective in
promoting accountability and reducing inefficiencies when supported by robust monitoring systems.

Voucher-based financing introduces market mechanisms into preschool outsourcing by allowing parents
to choose among authorised service providers. Vouchers transfer purchasing power directly to families,
encouraging competition among providers and stimulating improvements in service quality. This system is
particularly effective in contexts where private operators are well-established and regulatory oversight is strong.
However, voucher systems can also lead to market segmentation, where high-quality providers cater primarily
to affluent families, while lower-quality services dominate in underserved areas. Therefore, the success of
voucher-based outsourcing financing depends on ensuring equitable voucher distribution, maintaining strict
provider accreditation, and enforcing transparent pricing policies.

Blended financing models combine public funds, private investment, donor grants, and corporate social
responsibility initiatives to support outsourcing in preschool institutions. These hybrid structures are used
primarily in developing countries where budgetary constraints limit the state’s ability to fully finance early
childhood services. Blended financing models can enhance the capacity of preschools to outsource specialised
services, particularly in areas such as health screening, psychological support, digital learning, and nutrition
programs. However, blended models require sophisticated coordination mechanisms to prevent fragmentation,
ensure effective fund allocation, and maintain consistency in service quality across different funding streams
(Table 1).
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Table 1. Comparison of Modern Financing Models for Outsourced Preschool Services

Financing Model

Main Funding
Source

Typical Outsourced
Services

Efficiency Advantages

Potential Risks

Government
Budget Financing

Central and local
public budgets

Catering, cleaning,
maintenance,
transportation

Stable funding; reduces
administrative burden;
enables standardized

Inefficiency risk if
procurement is weak;
limited incentives for

schemes

programs

quality service purchase

procurement innovation
Parent fees and Transportation, Increases financial Equity concerns;
Parental o . o . o
Co-payment shared-cost nutrition, extracurricular | capacity; allows higher- | affordability challenge

for low-income families

Public—Private
Partnerships (PPP)

Joint public and
private investment

Health services, digital
platforms, infrastructure
support

Long-term innovation;
risk-sharing; improved
technical capacity

Contractual
complexities; long-term
fiscal commitments

Performance-
Based Financing

Public budget
linked to
performance
metrics

Sanitation, safety,
nutrition services

Strong accountability;
incentivizes quality and
efficiency

Requires advanced
monitoring; difficult to
apply to pedagogical
outcomes

Voucher-Based
Financing

Public voucher
funds directed to
parents

Wide range of private
service options

Stimulates competition;
increases parental
choice

Market segmentation;
risk of quality
disparities

Blended Financing

Mix of public,
private, donor,
CSR resources

Digital learning,
psychological support,
nutrition programs

Expands resource
availability; suitable for
developing economies

Fragmented funding
flows; coordination
challenges

The comparative table highlights how different financing models shape the structure, efficiency, and equity
of outsourced services in preschool education. Government budget financing offers stability and administrative
relief but requires strong procurement mechanisms to prevent inefficiencies. Parental co-payment expands
financial capacity but risks deepening socioeconomic disparities if affordability measures are not integrated.
Public—private partnerships demonstrate high innovation potential and technical expertise, although their
complexity demands advanced contractual oversight. Performance-based financing provides strong incentives
for quality improvement but depends on reliable monitoring systems, which are often limited in preschool
contexts. Voucher-based financing encourages market competition and parental choice but may lead to service
segmentation without stringent regulation. Blended financing emerges as a flexible solution for resource-
constrained environments, yet it requires careful coordination to ensure consistency and sustainability. Overall,
the table illustrates that each financing model carries distinct strengths and vulnerabilities, confirming the need
for context-sensitive and governance-oriented policy design.

The efficiency of outsourcing financing models also depends on the institutional capacity of preschool
organisations and governing authorities. Effective outsourcing requires strong financial management skills,
procurement expertise, contract negotiation capabilities, and monitoring systems. In many developing countries,
weaknesses in these areas reduce the effectiveness of outsourcing, regardless of the chosen financing model.
For example, unclear contractual provisions, insufficient quality-control mechanisms, and inadequate financial
reporting can lead to service disruptions, unexpected cost increases, or declining quality. This highlights the role
of governance structures and regulatory frameworks in shaping the performance of outsourcing arrangements.

Another critical factor influencing efficiency is the alignment of financing models with the pedagogical
goals of preschool education. Outsourcing can support educational objectives when it provides access to
specialised expertise, modern technologies, and high-quality support services that institutions cannot produce
internally. However, if financial incentives prioritise cost reduction over developmental outcomes, outsourcing
may undermine the educational mission of preschools. Balancing financial efficiency with pedagogical integrity
requires strategic planning, evidence-based budgeting, and continuous evaluation of service impact on child
development.

Long-term sustainability is also a key consideration. Some financing models lead to rapid short-term
improvements but fail to create stable service structures. For example, donor-dependent outsourcing may
collapse once external funding ends. Similarly, reliance on parental fees may become unsustainable during
economic downturns. Sustainable outsourcing financing requires predictable funding streams, long-term
contracts with clear renewal conditions, and mechanisms to adjust fees, subsidies, or budget allocations in
response to changing economic circumstances.
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The analysis of international experience demonstrates that no single financing model is universally
superior. Each model has strengths and limitations depending on demographic, economic, institutional, and
regulatory contexts. High-income countries tend to use stable budget financing combined with performance-
based payments and targeted vouchers. Middle-income countries often rely on PPPs and blended financing
to overcome resource shortages. Low-income countries depend heavily on donor support and parental
contributions, which creates sustainability challenges. Despite these differences, successful outsourcing
systems share several common characteristics, including strong monitoring mechanisms, transparent financial
structures, competitive procurement, and continuous assessment of service impact.

CONCLUSIONS AND SUGGESTIONS

The analysis demonstrates that modern financing models for outsourcing services in preschool educational
institutions can significantly enhance operational efficiency, expand access, and improve service quality when
supported by transparent financial structures and strong governance mechanisms. The effectiveness of these
models depends on the alignment between funding arrangements, institutional capacity, and educational goals,
as well as the ability of preschool systems to maintain consistent monitoring and accountability. A balanced
combination of public funding, private-sector participation, and performance-oriented incentives creates an
enabling environment in which outsourcing contributes not only to cost optimisation but also to the overall
developmental outcomes of children.

Further development of the sector requires reinforcing financial sustainability through predictable funding
streams, strengthening regulatory oversight to ensure equitable access and service quality, and enhancing
institutional readiness for long-term contracting and monitoring. It is also important to expand blended financing
opportunities that integrate public, private, and donor resources, while ensuring that parental contributions
remain affordable. Investing in professional capacity building, improving procurement transparency, and
prioritising child-centred quality standards within all outsourcing agreements can help preschool institutions
maximise the benefits of modern financing models and support the formation of a resilient, inclusive, and
innovation-driven early childhood education system.
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