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SHORENA MAGLAKELIDZE

Some Issues About School Financing and
Management

Chapter 1. Some Aspects of Education Economics

The beginning of a new century is marked with new processes
and events of international relevance and economic development
paradigm transformations as well. This process is demonstrated
in modern information economy, the economy, which is based on
knowledge and on informational technologies, also on globaliza-
tion of economic or other processes.

International economy and educational environment are be-
ing integrated.

Transition of the World Society to qualitatively modern tech-
nological structure, which began intensively in the second half
of last century and which is based on network development
of production and management, on application of information-
communication technologies, determines a new stage of the con-
temporary civilization. Its main characteristic is improvement of
qualification, professional and creative abilities of a worker, as
well as strengthening of his working and human potential.

In modern conditions, when current processes worldwide
are connected with formation of high-tech, information-network
economy, the key assets are not only material resources, but
knowledge, intellect, innovation, which transform into real fac-
tors and independent productions.

It was exactly in the very 50-ies of last century, when The-
odor Schulz began to study human capital, as of a recipient and
transmitter of knowledge and information. According to Schultz,
education level of the population significantly determines its abil-
ity to use information and technologies for its development as
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well as for structural transformation of the economy. To his opin-
ion, it was little known about the value of human capital that time,
when the value of different equipments was calculated with great
precision. In his article titled” To Create Capital Thanks to a Hu-
man Being”, published in 1960, Schultz introduced his own esti-
mations of human value definitions. It included all the expenses,
spent during the study period.

Another American scientist, Chicago School representative
G. Becker was working on the theory of Human Capital in the
same period. In 1962 he published an article dedicated to invest-
ments in ~human capital —“Human Capital: Theoretical Analy-
sis”. In 1946 was published his fundamental work “Human Cap-
ital: Theoretical and Empirical Analysis”, which defined future
research direction in this field in many respects.

According to Chicago School conception, investments in ed-
ucation, healthcare, migration and various fields of activities are
based on rational reasons —for more profit in the future.

Scientific researches on economic benefits of education focus
on the very investments in education. Actually income expecta-
tions represent the basis for determining the real benefits of edu-
cation. Education improves human labor productivity and gives
them an opportunity of getting higher salary. It Increases his/her
contribution to social product. An individual with serious funda-
mental education is much more prospective in getting a new job
and is more protected from unemployment.

The society as well as an individual benefits from education.
Thus, it is connected to the increase in education of future genera-
tions. The more educated are the parents; the higher education is
received by the following generations. Benefits of education are
closely linked with employment. Individuals with adequate edu-
cation more easily find jobs, as besides their qualifications they
can quickly obtain new knowledge according to the requirements
than the less educated.
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So, we can say, that unemployment is closely connected with
low education. It also contributes to destruction of families, com-
mitting crimes and other social evils.

The majority of people think that considerably large sums
are spent on education; though very little observe, that more ex-
penses are spent on uneducated people. The frequency and costs,
which include public property and private donations, allocated
for integrating the uneducated in the society are much more, than
the expenses spent on the educated. Human care in prison is con-
nected with much more expenditures, than the enlightenment of
a pupil.

No matter how expensive is education, expenditures spent
on uneducated individuals are always much more, which is con-
firmed by the example of our country. So the state should provide
her young citizens with large investments and correspondingly
with the best education regardless of their place of residence, the
wealth of their parents or the incomes of their schools, in order to
contribute to the increase of productivity and respectively more
income, since as we have not once noted, high investment is fol-
lowed by high education which is an imperative for an individual
as well as for a society to get high profit.

Chapter II. Education Development in Georgia

During the twentieth century Georgian educational and cul-
tural values have at least two times undergone radical changes.
The first occurred under the rule of Bolsheviks in 20-ies. The
second change in values was observed after reinstatement of the
independence of Georgia. During the whole decade it was not
followed with any substantial result in any field. The epoch of
radical reforms in Georgia began since 2004-2005. Education and
Scientific Reform represents one of the priorities in the reform
process of our state. The reform’s specific task is obtaining ac-
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cess to education, quality, transparency and objectivity, as well as
market-oriented system formation, increased public involvement,
achievement of compliance among education levels and support
to lifelong education.

In 2004-2005 Georgian Parliament adopted two basic laws:
“Georgian Law on General Education” and ,,Georgian Law on
Higher Education”, thus ensuring such a legislative frame, which
excludes any kind of discrimination in schools and the institu-
tions of higher education.

The post-reform period was signified by the increase of the
state budget expenses allocated for education. In 2009 state bud-
get was increased 3, 7 times, which was followed by the 7,75
times increased expenses on education and 36 times increased
costs spent on school education. If in 2004 education comprised
4, 3% of the state budget, and school education share was 0, 66%,
by 2009 education share in state budget was 9%, and school edu-
cation comprised 6, 5%.

Chapter III. Schools Finansing

One of the priorities of the Law on General Education was
direct state finansing alternation and transition to voucher fund-
ing designed for students. Establishment of voucher finansing for
secondary schools aimed at ensuring more transparency and con-
scientiousness of allocating the sums for schools, as well as ef-
fective expenditure of amounts. Voucher finansing should ensure
schools’ financial situation according to their volume and type.

Despite the preliminary calculations, in the very first year
of voucher finansing introduction, it turned out that voucher
amounts were not sufficient for all the schools. City Schools with
law number of students as well as village schools and mountain
schools had deficits. It had not been unexpected, since in Georgia,
considering its relief, there are many schools with law number of
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pupils (There are 336 schools where just 50 pupils study, and 391
schools with 100 students.) This fact was envisaged in the law
and these schools had been given opportunities to get additional
finansing from the state budget in the form of voucher or within
the corresponding Target Program approved by the Ministry of
Education and Science of Georgia.

In 2005-2009 voucher values for city pupils were increased 5
times, but for pupils residing in villages and mountains -4 times.

The growth made on average 80, 6% for the city (compared
to 2005), for villages — 59, 1% and for mountain schools 57, 8%.
Just comparing 2009 and 2008, voucher values allocated for
schools with low number of pupils were increased by 20, 2%,
for schools with high number of students by almost 17 %. These
indexes for village schools were increased by 14, 7% and 11, 2%,
and for mountain schools by 11, 2%, such an increase of vouch-
ers raises a question: why did voucher value allocated for city
schools increase more than those for villages and mountains?

Initially the definition of voucher value included a difference,
according to which rural pupil’s voucher exceeded city pupil’s
one by 50%, but voucher allotted for mountain dwellers was by
80% more and it was done thus because there had always been
and still is the great difference among the numbers of pupils in
city, village and mountain schools, that there are very few village
schools, where the number of pupils exceeds 200 and in mountain
schools -exceeds 100-120. Among city schools there are very few
ones, where less than 300 students study (there are 52 schools of
this kind, the majority of which are staffed with special needs,
who need additional finansing). What has changed in this direc-
tion during the following years? How did the state of village and
mountain schools improve? By decreasing the general number of
pupils during the following years, (below will talk about it in de-
tails) their state had much worsened, hadn’t they? We believe that
there hadn’t been any reasons for such a disproportionate increase
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of voucher values, which inflicted more and more losses to vil-
lage and mountain schools which were already in grave financial
conditions. We should presume that the voucher value increase in
this manner contributed to the increase of the number of deficit
schools on one hand and had taken away stimuli from school
administration to use limited (sometimes not so limited) finan-
cial resources effectively. The schools were encouraged to act in
this manner by a fact, that during last years school expenses (in-
cluding salaries) increased much faster, than revenues. Thus, the
part of schools really faced problems. They asked for additional
finansing in the very first year of voucher funding, the left part
joined them after salary boosts and increased heating system ex-
penses. But still in the conditions of such increased expenses, not
only schools with 600-700 and in some cases with 800 pupils can
do without deficits, who demand new additional sums for heating
system expenses in the very beginning of autumn, but other city
schools with 450 and 500 students, can easily eradicate deficits
through right management as well.

So, School managers continue demanding needed finances
from the Ministry not for the performance of their education pro-
grams, but for salaries, heating system expenses, communal ser-
vices and for various needs. Will such a school and a director
executing its vision and mission think about other, much needed
and necessary targets? Or will he continue the routine life and
will work with the same programs, with teachers having the same
qualification and other problems during years? Numerous schools
are functioning in this format and the majority of them do not
even bother themselves by thinking about other sources to get ad-
ditional amount from for of their school development ...

After transition to voucher finansing schools’ financial state
analysis enable us to express some considerations: schools with
small number of pupils (which are not so few in Georgia) will get
additional finansing according to the indications in the Law on
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General Education. But actually the additional finansing were
required not only from schools with little number of students,
we have examples, when a school with 450 students managed to
establish a teachers’ professional development fund, the schools
with 600 and more number of pupils demanded additional fi-
nansing from the Ministry.

We should assume that besides the wasteful attitude to their
own money, rapid growth of teacher salaries, rather than the
growth of voucher value, became the reason of increasing the
number of schools two times which had deficiencies. As we have
noted, voucher value and correspondingly the allotted sums dur-
ing last five years have grown 1, 5 times, when the salaries were
increased two times and more.

Chapter IV. Teacher Salaries

High-quality academic activities represent the central func-
tion of school. Thus the largest share of education expenses falls
to teachers, as direct executors of these activities. Corresponding-
ly, school funding problems are in direct connection with teacher
employment at schools.

The basic form of remunerating teacher’s work is a salary.
The salary is a working stimulus and the base salary and sal-
ary plug-in according to teacher’s qualification and experience
should be the grounds of determining its amount in state sector,
but in private sectors teacher salaries may be defined by supply-
demand market laws.

Since educational reforms in Georgia and shortly after the
adoption of Georgian Law on General Education, the Minister of
Education and Science of Georgia issued an Order of approving
instructions on. teacher salary amount and terms.

The amount and terms of public school teacher remunera-
tion were defined according to the Order; the criteria of salary
plug-in calculation were approved. Teacher qualification, work
experience, job specifics and work load became the basis of re-
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muneration.

Teacher load means 36-hour working week, which include 18
lesson hour in a week (19-th and 20-th hours are not remunerated.
Salary plug-in begins from 21-st hour).

By 2005 minimal teacher base salary made GEL 115.

Since 2005 including 2009 September teacher salaries were
increased 4 times and minimal salary made GEL 145.

If we take into consideration that the base salary is a minimal
salary given to a teacher with the lowest qualification level, no
working experience and in full-load conditions, the highest level
of career growth we may deem a teacher, having a doctor’s de-
gree, more than ten-year working experience, maximal load and
other such characteristics, which can condition salary boost (ac-
cording to the labor remuneration terms envisaged in the Order).
Deriving from this, we may say that according to the late data of
2009 minimum teacher salary comprises of GEL 245 per month
(about €100), and maximum salary —GEL 418(approximately
€178). Despite the salary boosts for many times during last five
years, its level is very low and much lesser than teacher salaries
in European countries.

Despite the considerable salary growth comparing to last
five years, GDP is significantly higher than the annual index per
capita( almost by 10, 7% in 2009), though the salary boost index
has significantly outrun GDP growth index in the same period (
GDP growth tempo made 1, 8%- but of a salary-3, 2%) GDP per
capita made €39, 442 in Germany. But an average salary com-
prised of € 47706. GDP per capita makes €5916, and average
salary in education makes €4608 in Bulgaria, which is considered
to have the lowest salaries compared with other member states of
the European Union.

If we compare the salaries of the employees in education sec-
tor with the salaries of the employees in non-productive fields, we
will see that there is a significant difference against education en-
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vironment. Health care workers have by 7% higher salaries than
the workers employed in education system. Hotel and restaurant
workers have salaries by 19% higher. Utility and social service
workers —by 52%, trade workers -95%, transport and communi-
cation workers -by 129% and workers employed in real estate and
leasing services by-139%.

The table data according to salary boosts in the listed in-
dustries shows that compared to the 2003, salaries in education
sector have grown 3, 3 times by 2009, when in the same period
salaries grew 5 times in health and social care, 4, 4 times —in util-
ity and social services, 9, 7 times in trade, 3, 7 times in transport
and communications and 5, 3 times in real estate and leasing ser-
vices. Only the salaries of hotel and restaurant workers grew 2, 4
times, though despite this, their average salary is higher than that
of teachers.

We have searched for similar data of some European coun-
tries. It turned out that in Germany average salary of worker em-
ployed in education sector falls behind the salaries of the employ-
ees in just two fields —information and communication field and
financial and insurance environment.

The current changes in education system require from a teach-
er permanent attempt of raising her/his professionalism, which is
one of the fundamental factors of a success in education system.
The politicians working in this system or education specialists are
well aware that no changes will have a product if these results are
not realized and carried out by the teachers in their own practices.

No matter what the argument is to justify such low salaries
of education workers and especially of teachers (that teachers do
not work during the whole 12 months, that their labor is compar-
atively safe, and they have advantageous working environment
and conditions), it will fail to reason the policy in this field and
we will always be able to bring well-founded arguments and to
contradict them to ground the necessity of teacher salary growth.
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First and most, no matter how important the above listed
fields are for the society excluding health care, they can not be
more vital than education, since education is an environment,
where future generations are being bred and formed as members
of the society with the help of and direct participation of teach-
ers. At the same time, the teacher on her side by studying the con-
temporary training programs or innovations in subject teaching
methods, constantly improves and raise his/her education level,
skills and abilities.

Chapter V. School Director and his Contemporary Role

“Director of the institution is responsible for national curric-
ulum execution and for implementation of Georgian legislature
in general education by secondary schools, for training - educa-
tive processes and for targeted spending of funds.” His responsi-
bilities and obligations relating to human resource management,
learning process or financial management, preparation of reports
or management of legal activities are defined by the law as well.

One of the crucial challenges facing a contemporary school
director is that he/she should be a catalyst of a human and orga-
nizational development. This is one of the vital tasks, successful
solution of which requires knowledge and commitment from a
director.

The obligation of a school director is to ensure an environ-
ment, which will help individuals in realizing their potentials.
The director can create such a climate in a school, which will
promote risky actions, individual assistance and other challenges.

Under contemporary conditions all schools should struggle
for high quality. School quality improvement is apparent because
this or that school has an awareness of the quality and ability of
defining those directions, through which it is possible to work
out high-quality program. All the three levels: belief, targets and
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tasks- have specific goals in planning process and each of them
play certain role in defining directions and in demonstrating mu-
tual cooperation.

According to the current education reform in Georgia, school
management, definition of its strategic development directions
and budget planning should be carried out with the cooperation
of a director and a supervisory board. The school director pre-
pares a budget, but a supervisory board approves it. Budgeting is
the most important function and those parties should take part in
this process, who are directly interested in improvement of school
service quality and in expenditure expediency spent on these ser-
vices, or, teachers, pupils and their parents. This is what we call
a participatory budgeting process.

As for budgeting, we may say that school is like a family
and school budgeting resembles the similar activity of the fam-
ily, where economically active members earn money and spend
it together with other members for various needs. All the families
plan their incomes and expenditures. The family members dis-
cuss what amount they will get during next year and how much
they will spend on foods, transport, clothes, house rent, different
utility services, and holidays. They will also discuss if they can
afford to make savings. Like the head of a family, school director
defines what sum of money is expected in each following year
and how to distribute it for those goals, which afterwards ensure
its successful functioning.
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