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Sadly, today we are using budget funds to directly fund unemployment, because we are financing 

professions that may not be required later. Young people are living with the illusion that they will 

acquire a useful profession, and only afterwards they find out that this profession is not necessary. 

At the same time, we have strong demand for some professions in the country, which are not 

popular among young people. This is our fault because we do not tell young people that the chance 

of employment is much higher if you learn civil engineering than, for example, jurisprudence.  

Giorgi Kvirikashvili, Prime Minister of Georgia 
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EXECUTIVE SUMMARY 

This policy brief is a result of a joint Education Policy Forum initiative by UNICEF, the World Bank, 

and the International School of Economics at Tbilisi State University (ISET). It is one of a series of four 

papers taking stock of Georgia’s entire education system: early learning, general schooling, 

vocational education and training, and lastly, higher education. The purpose is to review what has 

been achieved so far, identify outstanding challenges, and suggest – based on a careful analysis of 

relevant data, incentive structures, and discussions with stakeholders – what can be done to address 

existing bottlenecks. As we argue, given the systemic nature of the problems, effective solutions will 

require a comprehensive and coordinated response involving the Georgian government, 

international organizations and donors, and, last but certainly not least, the country’s private sector 

and civil society organizations; partial responses are likely to have little impact, generating partial 

and easily reversible outcomes. While often overlooked, a key element of any future reform should 

be improved public access to information and data concerning labor market needs, on the one hand, 

and performance of various educational establishments and programs, on the other.  

*     *     * 

Our focus on education is far from incidental. “Inadequately educated workforce” is the single most 

problematic factor for doing business in Georgia (see, for example, 2017-18 Global Competitiveness 

Report). Just like most other former socialist countries, Georgia’s population is highly literate, as 

measured e.g. by the share of those completing secondary education. Thus, the main issue for 

employers is not a lack of candidates with diplomas and formal certificates, but a lack of professional 

skills. This, in turn, is not about access to education per se, but access to the right kind of education 

and, most importantly, high quality Vocational Education and Training (VET). Equally alarming is the 

mirror image of the skills deficit problem – youth unemployment, particularly high (about 30% in 

2016) among those aged 20-24. 

The Georgian government is acutely aware of the critical importance of high quality education in 

general, and VET, in particular. Having collapsed in early 1990s, the sector started receiving attention 

in 2007 with the adoption of a new law on VET. This initial legislation was substantially amended in 

2010, leading to the establishment of comprehensive national qualification and quality assurance 

frameworks, and laying the foundations for multi-stakeholder governance in the form of the 

National VET Council. A comprehensive upgrading of the VET system – in line with Georgia’s VET 

Development Strategy and Action Plan for 2013–2020 – is a key priority in the current 4-point 

government plan.  

As a result of these positive policy developments, the VET sector is rife with change. The new Law on 

VET, currently under review by the Georgian parliament, embodies a more flexible regulatory 

approach, paving the way for greater private sector involvement and experimentation with new 

industry-led VET models. The PPP framework, envisaged by the new law, provides the government 

with a tool to encourage private sector investment in new VET programs that conform to its 

strategic objectives, as well as (potentially) outsource the management of existing public colleges to 

interested business partners. The new law also better integrates VET with other components of the 

education system (schools and universities), removing existing “dead ends”, and allowing students 

to freely transition from one type of program/qualification to another.  

The government is continuously increasing the funding of VET institutions, upgrading existing 

infrastructure and expanding the geography of VET provision by opening new colleges in sparsely 

populated regions that are not of interest for private sector providers. Additionally, public 
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universities are encouraged to venture into new VET programs, often in partnership with credible 

international providers. When it comes to the development of necessary bylaws and regulations, 

acquiring knowhow, building skills, and upgrading the physical infrastructure of public VET colleges 

the government is closely collaborating and coordinating with the international donor community – 

European Union, Germany’s GIZ and KfW, US Agency for International Development (USAID), 

Millennium Challenge Corporation (MCC), Swiss Development Cooperation, UN Development 

Program, and the World Bank (WB), among others. 

Future reforms in the VET sector will inevitably revolve around the following: (i) getting the private 

sector involved in the governance of VET as part of a transition to the so-called industry-led VET 

model, (ii) making VET management accountable not only to the Georgian Ministry of Education and 

Science (as is currently the case) but also to employers and the general public, and, last but certainly 

not least, (iii) increasing the professional qualification of VET teachers. An additional, and particularly 

pernicious issue concerns the need to (iv) dramatically change public perceptions of the VET system. 

1. Getting the private sector involved in the governance of VET. As is fully appreciated by the 

Georgian government, any significant improvement in Georgia’s VET sector is predicated on 

greater private sector involvement in all aspects of the education process, starting with the 

setting of qualification standards. The new legal framework will allow businesses to step into 

the realm of VET. Yet, given the immature and fragmented nature of Georgia’s industry and 

agriculture, transition to an industry-led VET model will require a strong coordination effort 

by the Georgian government seeking to strengthen and, in many cases, create viable 

sectoral business associations. Such sectoral associations would have to be empowered to (i) 

define relevant qualification standards (rather than having them defined by a committee of 

well-meaning government bureaucrats), (ii) enforce their implementation in relevant sectors 

and (iii) award professional qualifications. For this to work, the governance of public VET 

colleges should be overhauled, allowing for greater ‘ownership’ by sectoral business 

associations.  

2. Making VET colleges accountable to the private sector and the public. We further argue 

that the key to improving the incentives of Georgian public VET colleges is to strengthen 

their accountability to students and the general public, on the one hand, and to employers, 

on the other. This can be best achieved by making more and better information publicly 

available about (i) the performance of colleges against set quality standards, (ii) college 

graduates’ success in professional qualification exams, and (iii) their job placement. In 

particular, performance data could be used to construct field-specific rankings of Georgian 

VET colleges, reflecting their relative strengths and weaknesses across the entire range of 

professional qualifications. If such information and rankings become available, students will 

be able to make better educational choices, avoiding weak providers and qualifications that 

are either not demanded by the labor market or are not a good fit for their skills and 

ambitions. Likewise, this information would motivate businesses to associate themselves 

with high performing colleges, contributing to their programs and brands in exchange for 

access to high caliber workforce. Additionally, the Georgian government may want to 

transition to a performance-based funding scheme1 that rewards investment in quality and 

encourages innovation in the public college system. However, in order to ensure that quality 

is measured fairly and consistently, relevant metrics would need to be agreed upon with the 

colleges, employers and business associations. These could include views taken through 

                                                             
1 Implementing such a system does not preclude the possibility of supporting certain colleges that operate in 
small communities and are deemed to perform an important social function. 
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student surveys, reports from visits by regulators and/or objective statistics on graduates’ 

success in qualification exams and employment (if available).  

3. Attracting, training and retaining a new generation of VET teachers. The VET teacher 

profession is clearly in a need of renewal. There is a possibility for the Ministry of Education 

to mandate qualification exams for VET teachers, however, this measure would only make 

sense in the context of a more comprehensive reform improving pecuniary and professional 

incentives to join the VET teaching profession. In any case, such a rigid top-down approach 

to ascertaining teacher qualifications would not be necessary if Georgia does enough to 

reduce information asymmetries and strengthen the colleges’ accountability to the general 

public, students and employers. Access to disaggregated performance metrics would 

provide VET college principals with the tools to monitor teachers’ performance, thus 

strengthening their incentives to invest in own human capital and exert effort. On the other 

hand, qualitative changes within the VET system – its transition to meritocracy, a genuine 

focus on student employability and partnership with the private sector – should make VET 

teacher profession much more attractive for intrinsic reasons, opening the possibility to 

recruit, train and retain a new generation of instructors and mentors who would help 

Georgia move to the next level of economic and social development. 

4. Improving public perceptions of the VET system. As is well documented, the Georgian 

market – both potential students and employers - do not fully recognize the value of VET. 

This, naturally, has a strong negative impact on student demand for formal VET 

qualifications, and labor market demand for VET graduates. Still worse is the fact that public 

perceptions act as a self-fulfilling prophecy: the low quality of incoming VET students 

negatively affects their future employability. And since VET graduates do not shine in the 

labor market, existing perceptions get reinforced, further weakening demand. Hence a 

vicious circle. While breaking out of this vicious circle will certainly require improving the 

quality of VET teaching, bad perceptions will not go away unless quality enhancing reforms 

are complemented by additional measures to (i) restrict access to low-quality higher 

education, (ii) introduce greater meritocracy in both VET admissions and qualification exams 

and (iii) running an effective awareness campaign on the basis of existing PPPs with eminent 

industry leaders:  

a. First, to make the VET option more attractive, the Georgian government has to 

puncture the bubble of ‘degree inflation’ whereby a very large share of Georgian 

youth is trapped in low quality higher education and unemployment. The ease of 

acquiring a university degree is a key factor for the stigma attached to the VET 

alternative. Addressing this challenge will require a change in the way higher 

education is regulated and financed. Georgia implemented important anti-degree-

inflation reforms in 2005 when it introduced unified university admission 

examination and withdrew licenses from more than a hundred of ‘degree mills’. 

Time may have come to take further steps: institute a higher threshold for university 

admission; reduce student quotas and grants for irrelevant study programs; provide 

universities with financial incentives to improve the quality of teaching and research 

(as opposed to increasing the number of students). Implementing such measures 

will require a strong political will, but their impact is likely to be immediate and 

significant. 

b. Second, and somewhat paradoxically, for the VET system to become more attractive 

it also has to become more selective and meritocratic. To paraphrase an old joke by 

Gaucho Marx, we don’t care to belong to any club that will have us as members. 
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Thus, while Georgian policymakers may be rightly concerned about increasing access 

to the VET system, the goal should not be to provide access for all – regardless of 

cognitive abilities, industriousness, ethics and other meritocratic considerations2. 

There are two (complementary) ways to strengthen meritocratic selection into VET. 

The first option is to apply greater regulatory pressure on public colleges through 

rigorous monitoring of outcomes (not only inputs) and performance-based 

financing. The second option is to more fully empower the private sector to (i) 

decide whom to admit into the system (i.e. whom to hire as apprentices in the dual 

education model, as currently piloted by GIZ and UNDP), and (ii) whom to award a 

VET qualification. In either case, merit-based filtering will make the system as a 

whole more attractive for students who currently see VET as an inferior option 

compared to university education, improving the quality of VET student intake, 

raising VET sector’s reputation and share in total student population. 

c. Third, as envisaged in the government’s strategy and action plan, public perceptions 

will have to be directly targeted through a well-orchestrated awareness raising 

campaign to rebrand and promote the benefits of VET. Ideally, such a campaign 

should involve leading businesses and sectoral associations whose ‘star power’ and 

brands could be associated with the rejuvenated VET sector. To some extent, this is 

already happening. Companies, such as BP, Heidelberg Cement, and m2 are 

currently involved – together with the Georgian Government and international 

donors – in a number of pilot PPPs in the VET sector. If sustained, these pilots should 

be built upon in order to change public perceptions and bring many more key 

players into VET. To avoid the risk of overselling and under-delivering, it is important 

that such a public campaign be run in parallel with, or shortly after major structural 

changes are introduced in Georgia’s education system. 

  

                                                             
2 Merit-based entrance examinations, which have been introduced by the government in 2015, improved the 
pool of entrants over the last couple of years. Still, since public funding is directly linked to the number of 
enrolled students, public colleges have no incentives to set admission and graduation criteria above the bare 
minimum mandated by existing regulations. 
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INTRODUCTION  

Unlike some other countries, Georgia is not endowed with substantial amounts of natural resources 

and is therefore totally dependent on the quality of its human resources.3 Hence, it is particularly 

alarming that “inadequately educated workforce” is the single most problematic factor for doing 

business in Georgia since 2013, as reflected in the World Economic Forum’s Executive Opinion 

Survey results (see Table 1). In the most recent Global Competitiveness Report (2017-18), out of 137 

countries, Georgia is ranked 106th in “Quality of primary education” and 107th in “Quality of 

education system”4.  

Table 1: The single most problematic factor for doing business in Georgia, according to the World 

Economic Forum’s Global Competitiveness Reports, 2007-2016 

2007 Policy instability 

2008 Access to financing 

2009 Access to financing 

2010 Access to financing 

2011 Access to financing 

2012 Access to financing 

2013 Inadequately Educated Workforce 

2014 Inadequately Educated Workforce 

2015 Inadequately Educated Workforce 

2016 Inadequately Educated Workforce 

Source: World Economic Forum, The Global Competitiveness Reports  

As most other former socialist countries, Georgia enjoys a very high literacy level, as measured e.g. 

by the share of people completing secondary education. Thus, the problem of “inadequately 

educated labor force”, as reported by Georgian businesses, is not so much about access to education 

per se as it is about access to the right kind of education and, most importantly, high quality 

Vocational Education and Training (VET). The main issue for employers is not a lack of candidates 

with diplomas, but professional skills (See Figure 1). 

Figure 1: Key challenges for hiring workers in Georgia (2015) 

 

Source: The Survey Report of Labor Market Demand Component, Ministry of Health, Labor and Social 

Affairs of Georgia, 2015 

                                                             
3 Livny and Sarychev, Georgia’s Education Reforms: Corruption is gone, but where is the quality, May 2013  
4 The Global Competitiveness Report 2017–2018 
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The mirror image of this problem is youth unemployment, particularly high (about 30% in 2016) 

among those aged 20-24 – i.e. a group most closely associated with recent graduates. Similarly, a 

study conducted by the World Bank in 2013, identified the lack of specific skills and over-education 

as major constraints for employment. As reported in this study, having obtained a university degree, 

people may develop unrealistic expectations as to their future employment, leading them to reject 

reasonable career options and jobs. 

AN EMPLOYER’S TESTIMONY  

We have problems with finding qualified staff or even those whom we want to train. For example, 
quite recently we have failed to recruit enough people for our training program even though we 
offered stipends and were willing to cover transportation costs. We tried to deliver inspirational 
speeches at Georgian Technical University, but it did not work either. One of the reasons might be 
that our trainings are extremely firm-specific, implying that the trainees would not acquire 
transferable skills that further their employability in other organizations.  

Generally, however, the problem is that people do not want to take blue-collar jobs in Georgia. 
Everybody want to become economists to be able to calculate Georgia’s GDP. However, knowing 
how to calculate GDP will not lead to its growth.  

Nugzar Kachukhashvili, Rustavi Steel CEO, at the July 2017 Education Policy Forum 

It would be highly unfair to say that nothing has been done by Georgian governments or donor 

organizations to improve the state of Georgian VET systems. The opposite is true. Having collapsed 

in early 1990s, the sector started receiving attention in 2007 with the adoption of a new law on VET. 

This initial legislation was substantially amended in 2010, leading to the establishment of 

comprehensive national qualifications and quality assurance frameworks, and laying the foundations 

for multi-stakeholder governance in the form of the National VET Council. A comprehensive 

upgrading of the Georgian VET system is a key priority in the current 4-point government plan. This 

priority is also reflected in Georgia’s VET Development Strategy and Action Plan for 2013–2020.  

Likewise, all key donors – European Union (EU), Germany’s GIZ and KfW, United States Agency for 

International Development and Millennium Challenge Corporation (MCC), Swiss Development 

Cooperation, United Nations Development Program, and the World Bank (WB) – are involved in the 

VET reform process, providing technical assistance, financing new programs, capacity building and 

infrastructure measures targeting public VET colleges.  

Despite all these vigorous but partial reform efforts, the Georgian VET system appears to be stuck 

in a “bad” equilibrium as far as its quality, relevance and social utility are concerned. Why this is 

the case and what can be done to shift the system to a “good” equilibrium? 

We try to answer this question by analyzing the economics of Georgia’s VET system. Our focus is on:  

 Perverse incentives created by information asymmetries, as well as current legal and 

regulatory arrangements in VET and higher education sectors. As we argue, these 

arrangements drive sub-optimal choices by all actors in the sector, thus undermining 

reforms seeking to address human and institutional capacity constraints in Georgian VET; 

 Coordination failures blocking any meaningful engagement of private sector partners in the 

governance and provision of VET. 

 Political economy factors that stand in the way of surgical measures that may be required in 

order to cure some of the ills in the Georgian VET system.  
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A note on methodology. Our analytical approach is conceptually related to Mechanism Design, a 

field in economics and game theory that takes an engineering approach to designing economic 

incentives in order to achieve socially desired outcomes. Our only assumption throughout the report 

is that all those involved in the Georgian VET sector – students, teachers, VET administrators and 

employers – are acting rationally (i.e. “optimally” from their individual point of view, given the 

information that is available to them) whenever they face a choice.  

In writing this report, data has been drawn from a large number of sources referenced throughout 

the text. We have also used information gathered through interviews with industry and state actors, 

and from discussions that took place during the Education Policy Forum meeting on the state of 

Georgian VET sector in July 2017. A list of references can be found in the bibliography at the end of 

this paper, including the list of attendees at the July 2017 policy forum meeting. 

*     *     * 

The paper is structured as follows. The first section provides a brief description of the Georgian VET 

system, reviews current legal and regulatory arrangements and provides an outline of future reform 

plans. Next, in section two, we analyze the incentives created by these arrangements for students, 

employers and (potential) social partners, teachers and college principals: the kind of behaviors they 

drive, and their implications for the efficacy of current and future reforms in the sector. Finally, in 

section three, we review a number of policy options to address the root causes of the Georgian VET 

sector’ chronic underperformance and its resilience to (partial) reforms.  

SECTION 1. OVERVIEW OF THE GEORGIAN VET SECTOR 

VET sector in numbers. As of the 2016 academic year, there have been 34 public and 90 private VET 

colleges in Georgia, with 1,873 teachers and 11,144 students in public schools (an impressive 

increase from 8,396 in 2013, 9,910 in 2015, and 10,273 in 2015), and 1,041 teachers and 4,895 

students in private ones. Most programs at public VET colleges are 2 years in duration; those at 

private colleges tend to be shorter.  

Table 2: Georgian VET sector in numbers in 2016 

Education level Number of VET 

schools 

Number of VET 

teachers 

Number of VET 

students 

 Public Private Public Private Public Private 

Higher education providers 14 13 919 138 2,871 521 

VET colleges/institutions 20 68 954 886 8,273 4,276 

(Upper) Secondary education - 9 - 17 - 98 

TOTAL 34 90 1,873 1,041 11,144 4,895 

Source: EMIS, 2016 

Funding. Georgia’s Vocational Educational and Training (VET) system collapsed during 1990s. Many 

colleges, especially those in the periphery, have been shut down and their property was abandoned 

or privatized. The sector’s reconstruction started with the adoption of a new law on VET in 2007, and 

subsequent legislative amendments in 2010. Nevertheless, VET sector remained underfunded. In 

2013, Georgia’s total expenditure on education represented 2.5% of GDP, and total expenditure on 

VET was only 0.05% of GDP5. Despite recent increases (the share of expenditure on VET tripled from 

                                                             
5 ETF Georgia-2016 report on education, training and employment developments. 
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2013 to 2016), spending on VET remains well below the average levels in the region. Georgia 2013-

2020 strategy highlighted the low level of spending on education as a key issue affecting the state of 

physical infrastructure and VET teachers’ compensation.  

It is particularly important to understand how funding is allocated to public VET institutions. 

According to the new rules that came into force in September 2013:  

 Educational expenses (materials, teachers’ salaries) are financed through a voucher-type 

system (a fixed per-student payment). In total, close to 30% of VET budget is allocated in 

that way (about 16mln out of 43mln in 20186). Importantly, the government is committed to 

funding every student achieving 25% (a very low score) on the unified VET admission test. In 

practice, the number of students admitted to a public VET program – and associated funding 

– is only limited by an EQE-approved student quota; 

 The bulk of public funding (more than 50% of the total) covers the entire range of 

administrative costs associated with running public VET schools, including wages and 

operational expenses, according to bills submitted by the schools, as well as refurbishment, 

renovation/infrastructure costs, etc. 

 A relatively small portion of funds is targeted at particular programs and activities promoted 

or implemented by MoES. 

VET levels and connection to other education sectors. The 2010 amendments defined five levels of 

vocational education: levels 1–3 at upper secondary level and levels 4–5 at post-secondary level. 

One issue with this structure is that VET graduates are not allowed to continue to higher education 

programs. The new VET law, which is expected to be adopted in 2018, will better connect different 

segments of the education system, thus removing the above “dead ends” for VET graduates. It will 

also improve access to life-long learning opportunities for Georgian adults in need of retooling (by 

offering specially-tailored programs and recognizing professional qualifications acquired informally 

or through short-term certificate programs). 

Program quality. According to ETF7, “Legislation on education quality enhancement that was passed 

in 2010 brought in a quality assurance framework for all VET providers, implemented by the Ministry 

of Education and Science and the NCEQE. The framework envisages two instruments for assuring 

quality in VET system performance, namely authorization (educational institution licensing) and 

accreditation (quality assurance at the program level). By 2014, 86 VET institutions were authorized 

and 145 of the 1440 VET programs were accredited. Since 2012, the NCEQE has also used the 

Developing a Curriculum (DACUM) methodology to revise its occupational standards, and some 252 

occupational standards have so far been completed. New modular VET curricula will be introduced 

by the end of 2017.” 

Student enrolment. The majority of young Georgians complete 9 years of education (from ages 6-

15), at which point they decide whether to continue to an academic (i.e. high school and university) 

or VET route. Students who choose the VET route can study at a public or private college. From 

2013, students wishing to enroll in VET with a public provider are required to pass the unified VET 

admission test (passing an examination is not required for entry to private VET institutions unless 

defined in their internal regulations). Arranged by the National Assessment and Exam Center (NAEC), 

this exam assesses basic competency and covers topics such as the Georgian language and 

                                                             
6 Telephone interview with Irina Tserodze, Head of Vocational Education Development Department at MoES, 
February 12, 2018. 
7 Ibid 
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mathematics. Those achieving 25% (a very low threshold!) or more have their fees fully paid by the 

state. Those achieving less than 25% must fund their own studies. Applicants who wish to study at 

private colleges are not required to sit an entrance examination. Students attending private colleges 

are not eligible for state funding and must pay their own tuition fees.  

Teachers.  Presently, VET teachers’ pay rate (8 GEL/hour) is defined by the Georgian state (a salary 

scheme linking compensation to qualification and industry experience is currently under 

development). Low basic wages and a lack of autonomy for college principals in offering additional 

incentives limit the scope for attracting and retaining talent and/or experienced professionals. Some 

colleges are able to generate additional revenue by organizing short term certificate programs, but 

these are mostly found in Tbilisi.8 Consequently, VET teacher population is aging (the average age of 

public VET teachers currently stands at about 50 – see Figure 2).  

Figure 2: Age distribution of public VET teachers, 2016/2017 

 

Source: Education Management Information system (EMIS), 2016 

Stakeholder involvement. As stated in ETF’s Georgia-2016 report, “The National VET Council – the 

main tripartite advisory and consultative body for VET policy – operates nine thematic working 

groups, and has activated its work through regular meetings and working groups. The ETF carried 

out a review of the efficiency and effectiveness of the council and its current modus operandi as part 

of the Torino Process. Feedback from the council members is positive in general, but there is still a 

long way to go to make the National VET Council a real platform for VET policy debate and 

formulation. Some 27 sector committees have been created under the NCEQE, but they suffer from 

an underrepresentation of enterprises and professional associations and from the corresponding 

predominance of education institutions and experts.”  

Government reform plans9. The most recent measures by the Georgian government and its future 

reform plans, as envisaged in the 2013-2020 strategy10 and the recently updated action plan, cover 

                                                             
8 Interview with Mamia Janjalia, Director, Information Technologies Vocational Training Centre (public college), 
November 9, 2017. 
9 Interview with Irina Tserodze, Head of Vocational Education Development Department, Ministry of Education 
and Science, October 17, 2017. 
10 Vocational Education and Training Development Strategy 2013-20, Georgian Government 
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the entire spectrum of issues, ranging from access to quality and relevance, to image and reputation, 

to the engagement of private sector partners.  

 Access: new colleges were established to improve geographic coverage, especially in rural 

areas. However, at present, the government is no longer willing to open new public colleges. 

Rather, it seeks to establish public-private partnerships in vocational education and 

training.11 To improve access for the poor, since 2013, students enrolled in public VET 

colleges are fully financed by the government at the established rate. Special programs and 

schemes are implemented by the Ministry of Education and Science (MES) in cooperation 

with other government agencies to improve access for vulnerable groups (military 

personnel, prisoners and IDPs).  

 Quality: the government renovated and re-equipped many public colleges. New modular 

programs have been elaborated with the technical support of international donors. The 

German/Swiss model of dual education, involving relevant companies and business 

associations, is recognized as a priority. The government also developed new authorization 

and accreditation standards for VET programs. Plans exist to introduce new employment 

schemes to attract qualified faculty.  

 Relevance: MES is working with potential employers to increase the market relevance of 

existing VET programs. Labor market studies have been commissioned to assess market 

demand for various qualifications.12 That said, MES recognizes the need for a more 

systematic and rigorous labor market research. Beginning in 2018, the labor market research 

functions have been assigned to the Ministry of Economy and Sustainable Development 

(together with GeoStat).13 

 Image and reputation. The Georgian government also plans launching a comprehensive 

communication strategy to explain the benefits of VET education and strengthen its 

reputation as far as future students and employers are concerned. 

The government’s vision for the sector is nothing short of the Swiss or German VET model (see box). 

Georgia’s Vocational Education and Training Strategy 2013-20 sets out to deliver 7 outcomes: 

1. Participation from the social partners and civil society in VET system management with 
Government in the development of policy and in decision-making on the nature and operation of 
regulatory, promotional, and financial and technical support mechanisms;  

2. A nationwide flexible network of well-funded and well managed VET providers (public and 
private), equipped with excellent facilities and modern up-to-the minute equipment, accessible to 
all participants regardless of their social status, geographical location, gender, physical or mental 
condition;  

3. A series of well-designed VET programs relevant to the current and future labor needs of 
Georgia's growing and diversifying economy;  

                                                             
11 Since 2015, four colleges with private sector companies’ participation have been established in partnership 
with the Georgian government. 
12 See for example Tracer Studies 2014 and 2015, as well as Survey of Employers Attitudes towards Vocational 
Education etc. http://www.mes.gov.ge/content.php?id=5962&lang=eng  
13 In 2015, the Ministry of Health, Labor and Social Assistance produced “The Survey Report of Labour Market 
Demand Component”, http://www.moh.gov.ge/uploads/files/oldMoh/01_GEO/Shroma/kvleva/4.pdf. 
However, this study was not deemed very useful by the stakeholders. 

http://www.mes.gov.ge/content.php?id=5962&lang=eng
http://www.moh.gov.ge/uploads/files/oldMoh/01_GEO/Shroma/kvleva/4.pdf
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4. A cadre of VET educators prepared in accordance with modern education techniques and the 
latest developments in their field of expertise, skills and personal fulfilment;  

5. A system of nationally and internationally recognized awards and qualifications that support 
flexibility for VET graduates in their search for employment or their establishment of businesses, 
whether in Georgia or elsewhere;  

6. The full employability of VET graduates in meaningful and, where appropriate, well 
remunerated and personally rewarding occupations, with the prospect of a fulfilling and 
challenging career development throughout their future working lives; and 

7. Widespread recognition that vocational education and training is an attractive and rewarding 
pathway for personal development, as an extension to basic or secondary education for young 
people, as a meaningful mechanism for career development for adults, and as a way to further 
develop talent in new areas of specialization for those needing to take advantage of and respond 
to shifts in labor market demands.14 

While we applaud the government’s intentions, our analysis of the Georgian VET system suggests 

that many of the goals set out in the strategy will be very difficult to attain in the absence of strong 

political will to “disrupt” the system: do away with well-intended but counter-productive 

regulations, overcome information asymmetries, link financing of VET institutions to performance 

(as opposed to “input” or “process”) indicators, not only create the legal conditions for, but actively 

coordinate and encourage, private sector engagement in the governance, funding and management 

of VET. The above obstacles for an effective reform are presented and analyzed in Section II. 

SECTION 2. THE ECONOMICS OF GEORGIA’S VET SECTOR 

Our analysis is conceptually related to Mechanism Design, a field in economics and game theory that 

takes an engineering approach to designing economic incentives in order to achieve socially 

desirable outcomes. The only assumption we make here is that, on average, all actors in the 

Georgian VET sector are behaving rationally (i.e. “optimally” from their individual point of view, 

given the information that is available to them). We are mostly interested in choices made by: 

 Students: what/where to study and whether to exert effort (study hard); 

 Business partners and employers: whether to hire (or not) VET graduates, and whether to 

partner with VET providers and/or start own VET institutions or training centers.  

 VET administrators: whether or not to invest staff time, own effort and financial resources in 

program innovation and quality-enhancing institutional practices, overcome bureaucratic 

restrictions and other barriers for innovation, engage partners, confront underperforming 

staff and faculty, etc.; 

 Current and (potential) teachers: whether to become a teacher, invest in own skills/formal 

qualification, and exert effort in the classroom; 

The choices made by VET actors are affected by their own intrinsic motivations, the legal and 

regulatory environment in which they operate, as well as the behaviors and decisions of all other 

actors. In what follows, we discuss some of the currently observed behaviors, and try to understand 

what drives them. Whenever we find that behaviors lead to socially suboptimal outcomes, we try to 

identify those elements of the regulatory and legal environment that could be modified in order to 

achieve better outcomes for the individuals involved and the society at large. In Section 3, we build 

                                                             
14 Vocational Education and Training Development Strategy for 2013-20 
http://mes.gov.ge/uploads/12.%20VET%20Strategy%202013-20_EN.pdf  

http://mes.gov.ge/uploads/12.%20VET%20Strategy%202013-20_EN.pdf
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on our analysis here in order to propose a number of policy options that may be available to 

Georgian policymakers in order to implement their ambitious vision for the VET sector. 

Students’ perceptions 

A key observation in Torino Process 2016-17 report is that Georgian youth consider VET “as a 

second-rate alternative compared to Higher or General Education. Today VET is still affected by the 

stigma from Soviet time related to negative attitudes. It is perceived as VET qualifies students for low 

status, manual, and poorly paid jobs.”15 

While correct in its assessment of youth perceptions, the offhand explanation offered by the Torino 

Process Report – stigma inherited from Soviet times – is both wrong and counter-productive when it 

comes to addressing the root causes of the problem. It is counter-productive because one cannot 

eradicate Soviet-era memories, but it is possible to change the reality and how people perceive it. It 

is also wrong because stigmatizing perceptions of the VET system are deeply rooted not in memories 

of days long gone but in the current laws and regulations: 

First, students’ perceptions of, and demand for VET, are affected by (i) access to, and (ii) the labour 

market value/price ratio associated with, the higher education alternative: 

 At present, access to university degrees (though not to government scholarships!) is very 

easy16 because universities: (i) set very low admissions standards for incoming students and 

(ii) do not implement rigorous screening in the course of one’s studies. In other words, 

acquiring a university degree is easy provided your tuition costs are covered by a 

scholarship, or your family can afford up to 2,250GEL (about $900) in annual tuition costs. 

 While public VET degrees come at no cost at all (all public VET students are financed by the 

government), the labor market value/price ratio is not necessarily in favor of the VET option. 

To begin with, the opportunity cost of acquiring a university degree is very low (an important 

consideration, in addition to price). This is so because class attendance is neither required, 

nor monitored, and students can easily study and work at the same time. Even more 

importantly, though higher education diplomas fail to serve the signaling function they are 

supposed to perform in the labor market, employers do have a strong preference for 

candidates with a higher education degree (any). This is so because in an environment in 

which even taxi drivers and shop assistants brandish a university diploma (or two), not 

having a higher education degree does, indeed, carry a stigma. 

 A few additional factors contribute – for the wrong reasons – to the relative pull of higher 

education, helping sustain the vicious circle. First, being enrolled in higher education allows 

                                                             
15 Torino Report, ibid. 
16 The structure of incentives in Georgia’s higher education sector is analysed in a companion paper, 

which is not yet ready for publication. The gist of the argument is as follows. Georgian universities 

are almost 100% financed by tuition revenues. Thus, while Georgian university leaders declare 

commitment to quality, their declarations ring hollow in the absence of quality-enhancing actions at 

the level of the self-governed university departments and individual faculty. The latter depend for 

their jobs and wellbeing on the number of students they teach, not their quality. As a result, 

university student population includes a very large tail of low performing students who negatively 

affect the learning environment for academically-minded students. These unmotivated and low 

performing students would be much better off in vocational training. Having wasted four precious 

years of their life, such (‘overqualified’) students are very likely to become unemployed as they lack 

any professional qualification or knowledge.  
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male students to defer or completely avoid the military service. Second, because of positive 

selection into higher education, universities offer their students superior networking 

opportunities and access to an elite segment of the marriage market. 

Second, students’ perceptions are affected by the actual learning experience provided by the public 

VET system. This experience is a function of two factors. The first among these is program quality 

(including facilities, teaching personnel, course content, materials and pedagogy, student services, 

and, last but not least, private sector’s involvement in program delivery and the pathway from 

studies to employment). Equally important, however, is the overall quality of VET students. In this 

regard, public perceptions of the VET system and its attractiveness depend on the extent to which 

colleges use meritocratic criteria to filter incoming students. Today, the public VET system does not 

apply any quality filters either at the admission stage or in the study process.17 As a result, the 

learning environment within the VET system is not conducive to learning – the peer effects (a key 

factor!) are negative for fellow students, reducing their appetite for learning and their motivation to 

exert effort and study hard.  

*     *     * 

Unfortunately for the Georgian VET sector and the government’s attempts to reform it, the current 

regulatory environment reinforces students’ preferences for higher education, and traps everybody 

into at least trying to get a university degree, regardless of its quality and relevance for their future 

occupation. As discussed in “The Over-Education Trap” by Eric Livny18, the more people get trapped 

in higher education, the more “costly” it is to opt out.  

Moreover, perceptions not only affect student’s choices, but also act as self-fulfilling prophecies. To 

the extent that public VET colleges attract very weak candidates – not only academically, but also 

from the point of view of work ethics and communication abilities – they will continue to produce 

very weak employees. Garbage in, garbage out.  

Finally, a lack of meritocracy negatively affects the VET sector’s attractiveness from the point of view 

of educators and potential employers. Thus, the 2016-17 Torino report identifies that employers 

prefer to hire those who graduate with a higher education, regardless of job type, due to their view 

that they have better communication and interpersonal skills.19 Likewise, good pedagogues and 

practitioners, who have outside opportunities, prefer to stay away from public VET colleges. Two 

other vicious circles.  

Employers’ engagement in the Georgian VET sector 

The Georgian government’s goal, as specified in the 4-point plan, is to phase out traditional class-

based VET instruction and replace it with the so-called industry-led or dual education model that is 

practiced in countries like Germany, Austria and Switzerland. The concept of dual education is 

closely linked to the centuries-old apprenticeship tradition originating in Europe’s medieval city 

states and surviving to this day in many parts of Western Europe: 

                                                             
17 According to our interview with Natia Samushia, Vice-rector for Vocational Education, Tbilisi Free University 
(November 15, 2017), there have been cases of public college administrators artificially inflating the number of 
students by asking their colleagues, relatives and friends to nominally enroll their kids at their colleges. 
Likewise, in several cases, public colleges were late to report to MES about student attrition in order to defer 
funding cuts. 
18 http://iset-pi.ge/index.php/en/iset-economist-blog-2/entry/the-over-education-trap  
19 2016-17 Torino report p. 86 

http://iset-pi.ge/index.php/en/iset-economist-blog-2/entry/the-over-education-trap
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 VET students are employed as apprentices by private companies for the entire duration of 

their education. In fact, their enrolment is conditioned on being hired!  

 Furthermore, about 70-80% of the students’ learning objectives are achieved through on-

the-job training, while only 20-30% are acquired through classroom instruction.  

 As apprentices, students are paid a modest salary or stipend, which together with the cost of 

training/mentorship, exceeds their productivity in the early training phase. The costs of 

training (for the companies) are more than fully recouped later, when apprentices acquire 

the basic skills of their profession.  

This model of VET education is supposed to be allowed and, indeed, encouraged by Georgia’s new 

laws on VET and Public-Private Partnerships. But, is it feasible in the current Georgian context? 

Figure 3: The economics of industry-led VET education: the costs incurred by employers in the early 

phase of a student’s apprenticeship are covered by gains achieved once the student achieves a basic 

level of qualification 

  

In answering this question, let us emphasize that a German or Swiss company would be willing to 

incur the cost of training young apprentices only if a critical mass of companies in their sector do so 

as well. The critical mass logic is important: companies are willing to incur the cost of training 

because students do not “defect” to competing companies in the middle of an apprenticeship 

(without acquiring a formal qualification). Students do not defect because all companies in the 

sector hire either young apprentices or people with a formal professional qualification. 

In recent years, the Georgian government has undertaken a number of important legal steps to 

allow private sector companies to develop and run dual education programs. Yet, though necessary, 

such steps are not sufficient. In the absence of centuries-old apprenticeship traditions, for the 

industry-led VET model to be successfully implemented and sustained, the Georgian government 

would have to engage in a serious coordination effort. Individual companies would not embrace the 

(costly) dual education approach to hiring and training new personnel unless a sufficient number of 

other companies in their sector do so at the same time.  



18 | P a g e  

 

The incentives for Georgian businesses to engage in VET have been very well characterized by Nikora 

CEO Irakli Bokolishvili.20 “Skills are definitely a bottleneck for us”, said Bokolishvili, “We tried to hire 

graduates of the Agrarian University but they have not seen meat in their life. At the same time, 

businesses are not “training centers”. If I train people, how can I be guaranteed that they stay with 

me? A good specialist can easily find a job elsewhere.” 

This is not to say that Georgian companies do not engage in some form of VET. They certainly do so, 

but in a very tentative manner, and only when they see direct and immediate benefits to such 

involvement. Several patterns emerge when analyzing VET projects that are currently underway with 

the involvement of leading Georgian and international companies: 

 The most straightforward motivation to engage in some form of VET is to train own staff (as 

is the case with Tegeta Motors). Most large Georgian companies offer internal firm-specific 

trainings, but these do not provide employees with a formal VET qualification. Our interview 

with a leading actor in the Georgian garment industry21 suggests that employers do not trust 

VET colleges, and organize short informal apprenticeships for all incoming staff under the 

supervision of more experienced colleagues. Even this modest investment in skills, however, 

is undermined by the tendency of competing companies to poach staff from each other. 

 About 10 industry-let VET projects are the result of financial incentives provided by 

international donors. In one case, that of BP, the Millennium Challenge Corporation-

supported project dovetails with the company’s Corporate Social Responsibility (CSR) 

strategy. In most other projects, it remains to be seen whether the private sector’s 

cooperation with target colleges will be sustained after donor funding is phased out.  

 Some businesses perceive investment in VET – particularly when subsidized by the 

government – as an opportunity to strengthen their position relative to smaller competitors 

and achieve market dominance22. For example, m2, one of the largest Georgian developers, 

has recently entered a PPP with the MoES on the creation of a VET college in Zestafoni23. By 

providing own workers with a formal qualification, m2 hopes to improve its prospects in 

national and international tenders requiring bidders to meet formal qualification 

requirements. Not surprisingly, it welcomes stricter regulation of the construction industry.24 

                                                             
20 Nikora is Georgia’s largest meat processing and retail company. Bokolishvili spoked at a consultation 
meeting with food processing companies hosted the Georgian Ministry of Economy and Sustainable 
Development in May 15, 2017 
21 Interview with Marina Blakunova, Director of Eurotex Textile Group-Tbilisi (April 7, 2017). Specialized in 
down jackets, Eurotex opened its Tbilisi factory in March 2015, and is already a leader of Georgia’s fast 
growing garment industry. Eurotex employs more than 800 workers all of whom have been trained on the job. 
Ms. Blakunova also works with young Georgian designers, helping them produce capsule collections to be 
presented at international fashion fairs. 
22 Interview with Bakur Berekashvili, Director of Vocational Centre, m2 Real Estate, November 17, 2017. 
23 Another college to be created in 2018 under a PPP agreement is about to be established in Kaspi, with 
Heidelberg Cement as the private sector partner. 
24 Indeed, stricter regulation of professional qualifications implies significant adjustment costs for Georgian 
SMEs, which might be one reason for the government’s caution in the introduction of mandatory standards, 
even though such “standardization” is expected of Georgia as part of its Association Agreement with the EU. 

Box: Tegeta Motors goes it alone! 

One of the largest Georgian employers, Tegeta Motors is a vertically integrated holding company 
that imports, distributes and sells motor vehicles and auto parts through a national network of 
sales and auto service centres. 

http://m2.ge/
https://www.facebook.com/eurotexgeo/
https://www.tegetamotors.ge/
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*     *     * 

The tentative attempts by private sector companies to engage in VET are a clear sign that the 

Georgian economy is maturing, and that businesses want to play a stronger role in defining the skills, 

knowledge and behaviors they expect from their future workforce. Some of the recent reforms 

implemented by the Georgian government create the conditions for the private sector’s greater 

involvement in this domain. Yet, a lot more would have to be done for employers to start engaging 

with public VET colleges on dual education programs as opposed to going it alone.  

In the short-run, VET colleges (and even universities) are not seen as promising partners for the 

private sector because of appalling quality and a complete lack of meritocracy in their admission and 

education processes. Very telling in this regard is the truly pioneering attempt by Khelosani Kalaki 

(the “handymen’s city”) – an emerging furniture cluster on the outskirts of Tbilisi – to set up a 

training partnership with Spektri, a leading public college in Georgia. According to Mariam Lezhava, a 

speaker at the Education Policy Forum25, a lack of qualified workforce is indeed one of the key 

constraints for the cluster. Yet, its attempt to engage Spektri college students in on-the-job training 

was only partially successful. Of about 50 students who participated in the experiment, only 40% 

were really eager to acquire new skills, whereas the majority, in Mari’s words, were “confused”, and 

did not have the right attitude. Of course, every cloud has a silver lining: almost all students who 

were enthusiastic about their training got employed within the cluster. 

In the longer run, even if colleges improve the quality of their education programs, businesses will be 

reluctant to partner with them in the absence of college governance arrangements giving them 

greater control over the quality and purpose of VET activities – programs, faculty, and admission 

standards. As analyzed in a previous ISET Policy Institute’s study26 the existing practice, whereby public 

colleges formally include two private sector representatives on their boards, is hardly an effective 

engagement mechanism, limiting relationships with the private sector to student internships and 

some teaching by individual professionals. 

VET college principals 

We start our exploration with the question of accountability. At present, colleges are hardly 

accountable to their students since (i) information about the relative performance of VET colleges 

(say, an objective ranking) is not available in principle; and (ii) students do not pay for their studies, 

are not particularly interested in learning (because learning is also predicated on exerting effort), 

and lack organization and leadership.  

There are practically no lines of accountability running from colleges to employers beyond token 

membership of two private sector representatives on college boards. Colleges may be partially 

                                                             
25 The Second WB-UNICEF-ISET Education Policy Forum, June 15, 2017 
26 Entrepreneurship Training in the Georgian VET system, by Eric Livny, Sophiko Skhirtladze, Tamta Maridasvhili 
and Mariam Zaldastanishvili, March 2017 

Given the size of its workforce, Tegeta Motors faces significant training and retraining costs. To 
provide a more structured solution to the problem, the company recently decided to create a 
corporate VET college. The Georgian Ministry of Education and Science (MES) invited Tegeta 
Motors to form a Public Private Partnership and create a public VET college with Tegeta’s 
participation. Interestingly enough, the government’s offer was rejected. Tegeta cited excessive 
red tape and bureaucracy involved in the process of setting up and managing a public VET college. 
The government-provided incentives – land and student scholarships – were not sufficiently 
strong for Tegeta to give up on autonomy and speed in decision-making.  
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accountable to their private sector partners in those rare cases when the latter finance or otherwise 

support some of their activities or programs.  

Thus, colleges are primarily or even exclusively accountable to the VET department of the MoES. The 

Ministry is the sole source of funding when it comes to covering administrative costs. Moreover, 

college principals are reporting into, and can be dismissed by the MoES. Finally, MoES has the 

prerogative to involve colleges in its special activities and training programs, decide on additional 

infrastructure spending, and recommend colleges for participation in donor-financed programs.  

Given the top-down relationship between the VET department of MoES and public VET colleges, we 

should be concerned with the quality of information that is available to MoES, and whether it is able 

to act upon this information. 

At present, MoES is not able to objectively assess the performance of public VET colleges. Moreover, 

the prevalent thinking within MoES is that performance-based financing (using measures such as 

success in national exams, competitions, or employability) may not be desirable and feasible in 

VET27: “How can one create a competitive environment for places like the small VET college in 

Mestia (Svaneti), which has only 40 students?”, asks Irina Tserodze.  

While MoES is very well informed about the relative merits of the various colleges under its 

supervision, it is not willing to put them under excessive pressure given that they perform an 

important social function – keeping youth off the streets. Even as the government is contemplating 

the possibility of funding private VET colleges, the hope is that this will increase the overall demand 

for VET and VET student population, without putting pressure on existing providers. Instead of 

putting pressure (i.e. using sticks), the government’s current strategy talks about “funding 

diversification”, which is a euphemism for rewarding good performance.  

Operating in such a regulatory environment, public VET college principals walk a tightrope when it 

comes to all key decisions: students, teaching quality and program innovation, and engagement with 

external partners.  

 With student enrollment size rather their learning outcomes serving as a key evaluation 

criterion by MoES, and tuition fees serving as an important source of income, college 

principals may be reluctant to raise the quality bar when it comes to admission standards 

and/or internal exam policies. As a result, VET admission requirements are typically set at 

the government-mandated minimum (25% score on the VET admission test). 

 In the presence of low (8 GEL per hour) and regulated (undifferentiated) salaries for teaching 

personnel, and very weak accountability for the quality of instruction, students’ learning 

outcomes or employability, college directors have neither the motivation nor the possibility 

to replace incompetent, aging teachers with younger, better-qualified and/or intrinsically-

motivated instructors. It goes without saying that attempts to dismiss teachers may create 

animosity and frictions without necessarily leading to any improvement in the quality of 

teaching staff.  

 College directors are also quite conservative when it comes to introducing other quality-

enhancing innovations that may or may not be approved by MoES. An interesting case in 

point, analyzed in another ISET study28 , concerns the opportunity for VET colleges to 

establish small nonprofit enterprises, such as student-run mini-hotels, wineries, barber 

                                                             
27 Interview with Irina Tserodze, Head of Vocational Education Development Department, MoES, October 17, 
2017. 
28 Entrepreneurship Training in Georgian VET system, ibid 
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shops, etc, as a means of developing their entrepreneurial and professional skills29. A few 

such enterprises exist in Georgia (e.g. a small guesthouse operated by students from Akhali 

Talgha college in Kobuleti), yet college directors are not willing to allow them to operate on 

a commercial basis, citing the need for MoES permission and audit risks30.  

 An area in which colleges do have strong incentives to innovate is short-term certificate 

programs, which can be implemented in parallel with publically financed VET degree 

programs, and are not subject to monitoring by MoES. Such programs allow colleges to 

generate additional revenue, which they can use to attract and retain qualified instructors. 

Unfortunately, the opportunities to offer such programs on a commercial basis are currently 

limited to Tbilisi31.  

 Finally, public colleges lack the incentives to seriously engage social partners, especially 

when it comes to giving up on decision-making autonomy concerning their educational 

products and resources. The same factors – a lack of accountability and weak market 

pressure – create disincentives for public colleges to tailor their programs to market 

demand, raise their efficiency, and strictly enforce quality standards in student admissions, 

instruction, etc. One topic that came up in our interviews is that degree programs offered by 

public colleges tend to be longer than necessary from the point of view of student demand 

and employers’ requirements. More condensed certificate programs offered by the private 

colleges achieve similar learning outcomes, and are much more demanded by both students 

and employers.  

VET teachers 

Given the aging VET teacher population (teachers’ average age currently stands at about 50), 

Georgian policymakers should be concerned with incentives for some of the existing personnel to 

retire and thus create room for new people to enter the profession. A closely related challenge is to 

motivate and train a new generation of VET teachers. Today’s legal and regulatory setup does not 

provide many reasons for optimism on both counts.  

The meager level of old age retirement benefits currently provided by the Georgian state creates 

very powerful disincentives for voluntary retirement. Thus, in the absence of political will to 

introduce positive incentives and/or forced retirement for older instructors, VET teacher population 

will continue to age.  

The prospects of successfully recruiting a new cohort of VET teachers are also not very bright given 

the weakness of financial, ideological or any other intrinsic motivation to join the VET teacher 

profession and become associated with a sector not enjoying high social esteem. Short term 

                                                             
29 As we write, such enterprises “could be used to achieve many entrepreneurship-related learning outcomes. 
For example, while operating such companies in the “real world” students can learn to (i) to work in a team, 
delegate responsibilities, set targets, monitor performance, instill motivation and plan business activities (all 
these are learning outcomes under “organization of business” and “organization of human resources”), and (ii) 
to analyze competition and demand, set prices, brand and differentiate their products, adjust product and 
service quality, design effective marketing campaigns, etc. 
30 The Law on Legal Entities of Public Law (LEPL) is explicit about allowing higher education institutions to 
engage in entrepreneurial activities, but it is not clear if the same law applies to VET institutions. Not willing to 
take any risk, college directors act according to the principle “what is not allowed is forbidden”. To encourage 
this practice at VET colleges, the existing legislation would have to be modified in a way removing any 
uncertainty as to the rights and responsibilities of VET institutions. 
31 Interview with Mamia Janjalia, Director, Information Technologies Vocational Training Centre (public 
college), November 9, 2017. 
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certificate programs provide opportunities to attract and retain better teachers, but these are 

mostly found in Tbilisi. 

The second question concerns the incentives for current teaching personnel to exert effort – by 

doing a better job in the classroom and investing in own human capital. The opportunities to raise 

VET teachers’ qualifications have been certainly enhanced through a series of coordinated 

government and donor actions. For example, since 2015, about 60% of all VET teachers have gone 

through training in areas such as modular teaching. Yet, it is not at all clear that this training has led 

to improved teaching quality and better learning outcomes for the students. First, there is no way of 

knowing whether training measures triggered any improvements in the quality of instruction 

because students’ learning outcomes are not systematically and rigorously measured. Second, -- 

precisely because learning outcomes are not measured – teachers’ incentives to exert effort, acquire 

new knowledge and skills, and bring them into their classrooms are seriously impaired. When results 

are not measured, teachers can neither be punished for bad performance nor rewarded for 

excellence. 

SECTION 3. IMPROVING REGULATIONS AND ADDRESSING MARKET 

FAILURES IN THE VET SECTOR: RECOMMENDATIONS FOR ACTION 

Changing students’ perception and strengthening the demand for VET 

First, as discussed in Section 2, current perceptions of the Georgian VET are rooted in the 

phenomenon of ‘degree inflation’ whereby a very large share of Georgian youth is trapped in low 

quality higher education and unemployment.  

Addressing this challenge requires policies restricting access to, and supply of, low quality higher 

education. Georgia itself implemented such policies in 2005 when it started administering unified 

university admission examination and withdrew licenses from more than a hundred of ‘degree mills’. 

Kazakhstan used a similar approach in 2007 when it introduced a minimum (sic!) for tuition fees 

charged by higher education providers (so as to raise prices from dumping levels) and a higher 

minimum score on the unified university admissions exam for students to qualify for higher 

education. The impact in both cases was immediate and significant. 

Second, as will be discussed in following subsection, the VET sector itself should undergo 

comprehensive changes in all aspects of the learning process: admission standards, instructors, links 

to industry, infrastructure, the ratio of class-based vs. on-the-job training, range of qualifications, 

range of programs in terms of duration/intensity, delivery format and target audiences. Achieving 

such changes will only be possible by empowering private sector organizations (sectoral 

associations) to take the lead on setting professional standards and awarding qualifications, on the 

one hand, and engaging individual private companies in the delivery of VET, on the other hand. 

Third, and somewhat paradoxically, for the VET system to become more attractive it also has to 

become more selective and meritocratic. To paraphrase an old joke by Gaucho Marx, we don’t care 

to belong to any club that will have us as members. Thus, while Georgian policymakers may be 

rightly concerned about increasing access to the VET system, the goal should not be to provide 

access for all – regardless of cognitive abilities, industriousness, ethics and other meritocratic 

considerations32. There are two (complementary) ways to strengthen meritocratic selection into 

                                                             
32 Merit-based entrance examinations, which have been introduced by the government in 2015, improved the 
pool of entrants over the last couple of years. Still, since public funding is directly linked to the number of 
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VET. The first option is to apply greater regulatory pressure on public colleges through rigorous 

monitoring of outcomes (not only inputs) and performance-based financing. The second option is to 

more fully empower the private sector to (i) decide whom to admit into the system (i.e. whom to 

hire as apprentices in the dual education model, as currently piloted by GIZ and UNDP), and (ii) 

whom to award a VET qualification. In either case, merit-based filtering will make the system as a 

whole more attractive for students who currently see VET as an inferior option compared to 

university education, improving the quality of VET student intake, raising VET sector’s reputation and 

share in total student population. 

Lastly, as envisaged in the government’s strategy and action plan, public perceptions will have to be 

directly targeted through a well-orchestrated awareness raising campaign to rebrand and promote 

the benefits of VET. Ideally, such a campaign should involve leading businesses and sectoral 

associations whose ‘star power’ and brands could be associated with the rejuvenated VET sector. To 

some extent, this is already happening. Companies, such as BP, Heidelberg Cement, and m2 are 

currently involved – together with the Georgian Government and international donors – in a number 

of pilot PPPs in the VET sector. If sustained, these pilots should be built upon in order to change 

public perceptions and bring many more key players into VET. To avoid the risk of overselling and 

under-delivering, it is important that such a public campaign be run in parallel with, or shortly after 

major structural changes are introduced in Georgia’s education system. 

Coordinating private sector involvement in VET 

The ‘critical mass’ argument implies that for the industry-led or dual education VET model to be 

implemented and sustained in Georgia, the government would have to engage in a serious 

coordination effort involving private sector’s organization into sectoral business associations. When 

existing, such associations would have to be strengthened. In some cases, the government would 

have to facilitate their creation33.  

Such sectoral associations would have to be empowered to (i) define relevant qualification standards 

(rather than having them defined by a committee of well-meaning government bureaucrats), (ii) 

enforce their implementation in relevant sectors and (iii) award professional qualifications. For this 

to work, the governance and management of public VET colleges should be overhauled, allowing for 

greater program ‘ownership’ by sectoral business associations.  

The government could try to speed up the transition to the dual education model by:  

 Introducing, after extensive discussions with all relevant actors, mandatory qualification 

standards, at least in certain industries, such as construction (where safety is a concern)34;  

                                                             
enrolled students, public colleges have no incentives to set admission and graduation criteria above the bare 
minimum mandated by existing regulations. 
33 Irina Tserodze notes “immaturity of employers’ association” as a key bottleneck for a successful transition to 
the dual education model (interview, October 17, 2017). 
34 At the same time, the government should be aware that the introduction of mandatory professional 
qualification standards is a double-edged sword. On the one hand, by mandating and enforcing professional 
standards, the government can stimulate a faster transition to the dual education model, as discussed above. 
On the other hand, doing so in a forceful and rapid manner may jeopardize the competitive position of smaller 
companies vis-à-vis market leaders. Indeed, stricter regulation of professional qualifications implies significant 
adjustment costs for Georgian SMEs, which might be one reason for the government’s caution in the 
introduction of mandatory standards, even though such “standardization” is expected of Georgia as part of its 
Association Agreement with the EU. 
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 Offering scholarships that partially or fully offset the cost of training apprentices beyond the 

acquisition of firm-specific skills;  

 Provide one-off funding covering startup costs and technical assistance (possibly financed by 

the EU, GIZ and other donors) for business to develop and put in place mentoring routines 

and acquire necessary skills.  

Not to start from scratch, the Georgian government may want to upgrade and enhance the existing 

National VET Council and its thematic working groups while utilizing existing international models. In 

the current setup, the National VET Council and thematic working groups committees are not 

sufficiently embedded in relevant industries and have an overrepresentation of academics and 

‘experts’, as opposed to genuine industry people. There may be some learning from other countries 

as to how to, e.g., use the introduction of mandatory qualifications (e.g. for welders) as a stimulus 

for businesses to become actively involved. 

For example, in the UK, the government has recognized that the private sector has to play the major 

role in developing relevant VET qualifications. Therefore, the UK government has set up panels made 

up of employers, professional bodies and relevant providers who are responsible for developing the 

content for technical qualifications. Recognizing that panel members may not have sufficient 

expertise in qualification assessment, the panels have the support of relevant education and 

assessment experts. The UK government has also set up the institute for apprenticeships which, 

together with industry representatives, would have final approval of qualifications.35 

Likewise, the Australian Industry and Skills Council (AISC) has been primarily set up to advise 

Australian Federal and State Governments on national vocational education policies and to approve 

training packages within the VET system. Sitting within the AISC are Industry Reference Committees 

(IRC) whose responsibility is to develop training packages. IRC members are made up of people with 

experience, skills and knowledge from their particular industry sector.  

It is also important to note the UK experience of historically having a market-based approach to 

qualifications. This approach resulting in a proliferation of competing professional standards and 

confusion. For example, to this date, those wishing to qualify as (or hire) a plumber have to choose 

between 33 different qualifications. Presently, the UK government is streamlining their system to 

create a common framework of 15 routes across all technical education. This will group together 

occupations that have shared training requirements. For example, one route may be Catering and 

Hospitality, including such professions as chef, butcher, baker, catering manager etc. Yet to be 

implemented, such an approach will provide some clarity for individuals and employers.  

Motivating college management 

The key to improving the incentives of Georgian public VET colleges is to strengthen their 

accountability to students and the general public, on the one hand, and to employers, on the other. 

This can be best achieved by making more information publicly available about (i) the performance 

of colleges against set quality standards, (ii) the success of college graduates in qualification exams, 

and (iii) their job placement. In particular, performance data could be used to construct field-specific 

rankings of Georgian VET colleges, reflecting their relative strengths and weaknesses across the 

entire range of professional qualifications.  

If such information and rankings become available, students will be able to make better educational 

choices, avoiding weak providers and qualifications that are either not demanded by the labor 

                                                             
35 Post-16 technical education reforms, T level action plan, Department for Education, UK Government, 
October 2017 
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market or are not a good fit for their skills and ambitions. Likewise, this information would motivate 

businesses to associate themselves with certain high performing colleges, contributing to their 

programs and brands in exchange for access to high caliber workforce. 

Additionally, the Georgian government may want to transition to a performance-based funding 

scheme36 that rewards quality improvement and encourages innovation in the public college system. 

However, in order to ensure that quality is measured fairly and consistently, relevant metrics would 

need to be agreed upon with the colleges, employers and business associations. These could include 

views taken through student surveys, reports from visits by regulators and/or objective data on 

graduates’ success in qualification exams and employment (if available).  

One model Georgia may wish to look to is the UK government’s Teaching Excellence and Student 

Outcomes Framework (TEF). The TEF is a UK government-backed assessment of undergraduate 

teaching in England and some institutions in Scotland and Wales. Its purpose is to raise standards in 

teaching and help to inform student choice. Higher education institutions are assessed based on a 

number of agreed metrics, including the results of the UK’s annual national student survey, and 

receive a gold, silver or bronze award. Although this system is exclusively focused on higher 

education, it is being carefully assessed, carrying important lessons learned for any government 

wishing to promote greater transparency in the education sector.37 

An additional way to stimulate quality improvement and innovation in VET may be single out and 

draw on the knowledge and experience of recognized leaders in the sector. For example, the UK will 

be implementing a program for leaders in further education allowing them to share their knowledge 

with others and mentor and support parts of their VET system. Such an approach would be 

beneficial in the Georgian context, where sharing of best practice and building networks between 

education providers would support and improve teaching standards. It would also offer career 

recognition, motivate those in the profession to do better and attract new blood into the system. 

Motivating teachers  

There is a possibility for the Ministry of Education to mandate qualification exams for VET teachers, 

however, this measure would only make sense in the context of a more comprehensive reform 

improving pecuniary and professional incentives to join the VET teaching profession. In any case, 

such a rigid top-down approach to ascertaining teacher qualifications would not be necessary if 

Georgia does enough to reduce information asymmetries and strengthen colleges’ accountability to 

the general public, students and employers. Access to disaggregated performance metrics would 

provide VET college principals with the tools to monitor teachers’ performance, thus strengthening 

their incentives to invest in own human capital and exert effort.  

On the other hand, qualitative changes within the VET system, its transition to meritocracy, genuine 

focus on student employability and partnership with the private sector should make VET teacher 

profession much more attractive for intrinsic reasons, opening the possibility to recruit, train and 

retain a new generation of instructors and mentors who would help Georgia move to the next level 

of economic and social development.  

                                                             
36 Implementing such a system does not preclude the possibility of supporting certain colleges that operate in 
small communities and are deemed to perform an important social function. 
37 The UK government has published a useful lesson’s learnt document reviewing the second year of 
implementation for the TEF. It can be found here 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/651157/DfE_TEF_Year_2_Le
ssons_Learned-report.pdf  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/651157/DfE_TEF_Year_2_Lessons_Learned-report.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/651157/DfE_TEF_Year_2_Lessons_Learned-report.pdf


26 | P a g e  

 

APPENDIX 1: EDUCATION POLICY FORUM, JULY 2017 

AGENDA 

3:00-3:15 Welcome by Ozan Sevimli, Acting Regional Director, the World Bank, Ms. Laila Omar 
Gad, UNICEF-Georgia Representative, and Mr. Eric Livny, President of ISET 

3:15-4:00 “Vocational Education and Training in Georgia: Challenges and Policy Options”, Florian 
Biermann, Head of ISET-PI’s Education and Social Policy Center 

4:00-4:45 Panel discussion with representatives of employers, policy makers, colleges, and 
Georgian VET graduates 

5:00-5:30 Work in teams 
5:30-6:00 Discussion of team findings and wrap up (moderated by Eric Livny)  

PARTICIPANTS 

1. Maka ALIOGLI DVV International 
2. Tina BALAVADZE Bank of Georgia 
3. Giorgi BERAIA College Georgia 
4. Jean Marc CASTEJON Ministry of Education and Science of Georgia 
5. Nugzar CHITAIA Ministry of Education and Science of Georgia 
6. Joseph CROWLEY APM Terminals 
7. Giorgi GAMKRELIDZE Ministry of Economy and Sustainable Development of Georgia 
8. Eka GEGESHIDZE University of Georgia 
9. Nino GOGUADZE APM Terminals 
10. Tamta GULOBIANI Save the Children 
11. Tea GULUA United Nations Development Programme (UNDP) 
12. David HANDLEY Millennium Challenge Account (MCA) 
13. Mari JAVAKHISHVILI Buckswood International School Tbilisi 
14. Revaz JAVELIDZE Ministry of Youth and Sports 
15. Ketevan JELADZE KMG-Georgia 
16. Tinatin KIGURADZE Ilia State University 
17. Ani KITIASHVILI Millennium Challenge Account (MCA) 
18. Tamar KITIASHVILI United Nations Development Programme (UNDP) 
19. Tatia KHUBULAVA Alliance Group Holding 
20. Gaioz KUBANEISHVILI Caritas Georgia 
21. Marina KUTATELADZE  Millennium Challenge Corporation (MCC) 
22. Lela MAISURADZE IBF International Consulting 
23. Nino MAMAIASHVILI Youth Entrepreneurial Skills for Advancing Employability (YES-Georgia) 
24. Mamuka MATIASHVILI United Nations 
25. Nikoloz MESKHISHVILI Georgian Farmers Association 
26. Davit MIKELADZE Education Consulting Center 
27. Valentin MITEV PEM CONSULT 
28. George NANOBASHVILI United Nations Development Programme (UNDP) 
29. Nino NATRIASHVILI Ministry of Education and Science of Georgia 
30. Levan NATROSHVILI Transparency International Georgia (TI Georgia) 
31. Ia NATSVLISHVILI Tbilisi State University (TSU) 
32. Petra PLUUT Fedecom 
33. Izabela PETRIASHVILI Tbilisi State University (TSU) 
34. Oliver REGNER German Business Association 
35. Mari RUKHADZE Ministry of Economy and Sustainable Development of Georgia 
36. Tsisnami SABADZE Ministry of Economy and Sustainable Development of Georgia 
37. Tamar SANIKIDZE National Center for Educational Quality Enhancement 
38. Mate TAKIDZE Spektri College 
39. Irina TSERODZE Ministry of Education and Science of Georgia 
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