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Introduction 

This book is intended primarily for students studying for postgraduate courses in educational 
management such as the University of Leicester Educational Management Development Unit's MBA 
in Educational Management. It is therefore written as a teaching text. However, it offers much to the 
general reader, especially those working in education, in terms of providing an opportunity to 
increase their understanding and knowledge of, and develop their skills in aspects of, educational 
management. 

The specific aims of this book are to: 

• equip readers with a body of knowledge that will improve their understanding of financial and 
resource management as well as the role of stakeholders and how these groups can be managed; 

• enable readers to reflect on concepts, theories and models of management in education; 
• provide a range of analytical frameworks that can be applied by readers to their own working 

environments; 
• provide opportunities for the improvement of their skills in the management of finance, resources 

and stakeholders through site-based research; and 
• enable readers to contribute to school or college improvement. 

By the end of the book, readers should be able to: 

• understand the link between finance and resources and the role of stakeholders in education; 
• appreciate the opportunities that are provided through decentralisation to school/college level and 

be aware of the international trend towards self-management in education; 
• understand the relationship between theory and practice in education; 
• draw on knowledge about different levels of self-management and funding mechanisms in education 

in a variety of settings; 
• analyse critically their own institution's current practice in managing finance, resources and 

stakeholders; and 
• apply concepts of financial, resources and stakeholder management to their own management 

practice. 

o Activities 
Throughout the book you will find activities that ask you to: 

• analyse and reflect on what you have read; 
• examine and criticise practice constructively; and 
• develop explanations to test the relationship between theory and practice. 

These activities help you reflect upon what you have read and relate it to your own management 
practice, now and in the future. They may also assist you when you are considering a specific topic 
to investigate for a written aSSignment. 

o Linked reading 
This text is free-standing and contains ample material for the reader to be able to improve his or 
her management practice and produce a course aSSignment or project. However, additional reading 
is clearly helpful and, for students, is essential. There are three books to draw your attention 
to: 

ix 

Copyrighted Material 



Managing Finance, Resources and Stakeholders in Education 

1. Coleman, M. and Anderson, L. (2000) Managing Finance and Resources in Education, London, Paul 
Chapman. All the chapters in this volume are relevant to your study and you will be asked to read 
certain chapters at specific points in the text. 

2. Lumby, J. and Foskett, N. (1999) Managing External Relations in Schools and Colleges, London, Paul 
Chapman. As above, all the chapters in this volume are relevant and, as you work through this 
book, at various pOints you are asked to read specific chapters. 

3. Bush, T. and West-Burnham, J. (eds.) (1994) The Principles of Educational Management, Harlow, 
Longman. The following chapters are particularly relevant to this book and you may wish to read 
them quickly before you start: Chapter 1 5  (Tony Bush) - 'Accountability in education'; Chapter 16  
(Brent Davies) - 'Managing resources'; Chapter 17 (Brent Davies) - 'Models of  decision-making in  
resource allocation'; and Chapter 18 (Marianne Coleman) - 'Marketing and external relations'. You 
may also like to note that a new version of this text, edited by Tony Bush and Les Bell, will be 
published in 2002 by Paul Chapman. 

The references provide an additional source that may be helpful in preparing aSSignments. 

o Structure of this book 
Throughout the book, we focus on self-management as a policy approach that enables schools and 
colleges to take varying levels of control of the management of their own finance and resources and, 
thus, to put into practice, to some extent at least, the theories presented here. The relationship between 
schools and colleges and their communities is considered and from this we develop the link with 
stakeholders and the importance of managing relationships with them. Chapters 1 and 2 provide an 
introduction to the key concepts of managing finance, resources and stakeholders, as well as providing 
a context for them. Chapters 3 and 5 are concerned with the theory of financial management and 
the management of external relations - or stakeholders - respectively, whilst in Chapter 4 we consider 
the various levels of management responsibilities and the roles adopted by the key players in schools 
and colleges. In Chapters 6 and 7 we take a more practical approach to working with, and strategies 
for managing, the various stakeholder groups, including governors. We conclude in Chapter 8 with 
final thoughts on the over-arching concept of accountability. 
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1. The significance of finance, resources 
and stakeholders in education 

This chapter considers: 

• financial and resource management; 
• managing stakeholders; and 
• self-management. 

Introduction 

Changes in the structure of public education systems around the globe during the last two decades of 
the twentieth century have resulted in new responsibilities for many educational managers. In 
particular, the effective and efficient management of finance and resources is now crucial for the 
success of individual institutions. At the same time, these changes mean that schools and colleges can 
no longer (if they ever did) regard themselves as 'separate' from their local communities and the 
various 'stakeholders' who have an interest, and often an investment, in the provision of high-quality 
education. The shift to more open enrolment and formula funding brings with it the need for schools 
and colleges to compete to recruit and retain pupils and students. Educational managers operating 
within this environment must now be concerned with marketing their organisation and working with 
the different stakeholder groups in ways that maximise the potential for mutual support, both direct 
and indirect, between the school or college and its stakeholders. The management of resources, 
including finance, and the management of stakeholders, or external relations as it is sometimes 
described, are then implicitly linked and, thus, they are considered together in this text. 

As a school or college manager you are likely to be involved in some, or all, of the following activities: 

• Preparing a budget for your school/college, faculty, department or course. 
• Considering and controlling the costs of certain educational activities. 
• Deciding resource allocation within your school/college or department. 
• Securing additional funding and/or resources for your school/college or department through 

entrepreneurial activities. 
• Working closely with your governing body. 
• Responding to the needs and concerns of parents. 
• Developing and maintaining links with local businesses, industry and commerce. 
• Preparing and implementing a marketing strategy for your school or college. 
• Accounting for delegated spending and demonstrating value for money. 

This core unit addresses these, and other, issues in the management of finance, resources and 
stakeholders. In this opening chapter we make the vital links between these aspects of management 
and the core functions of any educational organisation - those of learning and teaching. Additionally, 
we consider the policy context of self-management. We focus on this approach for two reasons. First, 
it has direct relevance for students working in a growing number of locations. Secondly, there is an 
implicit relationship between the level of autonomy experienced and the opportunity and flexibility 
to manage finance, resources and stakeholders. Thus we believe the development of knowledge and 
understanding about self-management is pertinent to all students of educational management as it 
will enable you to put your own experiences of management into context. 

1 
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Financial and resource management 

It is a basic premise that all educational institutions exist to enable learning to take place. To whatever 
extent they are held accountable, and by whatever means they are 'judged', their success, or otherwise, 
is based upon the 'effect' they have upon their students' learning. This effect is achieved in a variety 
of ways although it is always dependent, to some extent at least, on the resources available. Thus, 
there is an explicit link between the core purpose for which any educational organisation exists, that 
is, to promote learning and teaching, and the management of resources. 

�) Reading and 't'.M 

Please read Rosalind Levacic's chapter, 'Linking resources to learning outcomes', Chapter 1 
in Coleman, M. and Anderson, L. (eds.) Managing Finance and Resources in Education. 

In this chapter, Levacic asks 'Do resources matter?' She goes on to provide a comprehensive 
framework for the analysis of resource management in educational organisations. As you read, 
try to summarise the key pOints of the chapter. Our summary is shown below, but please do not 
read it until you have completed the activity. 

o Key points from the chapter 

• Resources are necessary both for the operational core (teaching and learning) and for providing the 
environment within which learning can take place. 

• The impact of the external environment on the educational organisation is crucial to its survival 
and success. 

• The purpose of resource management and how it is, or should be, undertaken depends on the 
organisational perspective adopted. 

• The rational model is predominant in the practice of resource management - official 
pronouncements on the subject are made from this perspective. 

• The rational model conceives the link between resource inputs and learning outcomes as a 
production process. 

• The concepts of effectiveness and efficiency are not easy to operationalise because of the 
highly diverse and intangible range of learning outcomes that are valued by educational 
organisations. 

The second point in this list highlights the link between the management of resources, including 
finance, and the other aspect of this module - the management of external relations or stakeholders. 
As mentioned earlier, the two are implicitly connected as will be demonstrated throughout this core 
text. Therefore, we now move on to open discussion on why the management of external relations is 
important. 

Managing stakeholders 

The changes in the nature of educational systems have meant schools and colleges are now unlikely 
to succeed as 'closed' organisations that are unaware of, and unreactive to, their communities. As 
Lumby and Foskett ( 1 999, p. ix) explain in the reader, Managing External Relations in Schools and 
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1 The significance of finance, resources and stakeholders in education 

Colleges, schools and colleges are 'at the centre of a web of relationships with individuals and groups' .  
Exactly who these groups and individuals are, and how they can be managed, will be considered later 
in this volume. The point here is to highlight why they need to be managed and in doing this make 
the connection between finance, resources and stakeholders. 

An implication of the basic premise that schools and colleges exist to enable learning must be that 
they require learners. Thus a fundamental reason for managing community links is connected with 
the recruitment of students and pupils. However, the reason is more than just one of viability. An 
implication of self-managing schools and colleges is that, alongside devolution of decision-making, 
the funding system applied to them is (usually) based on student/pupil numbers and the greater the 
number of students/pupils the college/school can recruit, the larger its revenue grant. There are, of 
course, limitations on the number any one institution can accommodate and educate but this figure 
falls at the extremity of a range within which it is in the school or college's interest to increase its 
recruitment. (This issue is considered in detail in Chapter 3.) Hence, the management of external 
relations is linked directly to the level of funding achieved. 

Another way in which a school or college can generate income and/or increase its resources is by 
developing its relationship with other parties, either locally, nationally or even, possibly, 
internationally. Business, industry, commerce, the government, individuals are all possible sources of 
resource and it is important a school or college manages its contacts with them effectively. Thus, this 
is another reason why the management of external relations is important and why it is linked to 
financial and resource management. (Again, these matters are explored in much more detail in 
Chapter 5 . )  

However, perhaps the overriding reason why the management of  external relations - or  stakeholders 
- is important for schools and colleges operating as 'open' organisations is linked to their 
accountability. The move towards self-managing schools and colleges, as described later in this chapter, 
not only involves the devolution of financial and managerial control to more local levels but frequently 
also brings with it parental rights to choose schools. (There is an assumption that college students 
choose the college to which they apply.) Thus, schools and colleges are not only held accountable to 
their direct funding bodies, usually national and local government or a government quango, but need 
also to be responSive and responsible to a whole range of other stakeholders in the form of parents, 
industry and business, the local community and so on if they are to survive and be successful. 
Accountability, then, is an important dimension of this module and it will be considered in more detail 
in Chapter 5 .  

teD Reading 

Please read Tony Bush's chapter, 'The vanishing boundaries: the importance of effective 
external relations', Chapter 1 in Lumby, J. and Foskett, N. (eds.) Managing External Relations 

in Schools and Colleges. 

In this introductory chapter, Bush explores reasons for the growing importance of managing 
external relations - or stakeholders - and among them he includes the impact of self
management. We have summarised the key points from the chapter below. When you have read 
the chapter, compare your own list with ours. Please do not look at ours until you have read the 
chapter. 
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o Key points from the chapter 

• The emergence of school and college self-management in many countries has enhanced the 
importance of effective management of stakeholders. 

• Educational institutions are now generally characterised as 'open systems' with permeable 
boundaries. 

• Effective leaders and managers adopt a proactive approach, build partnerships with stakeholders, 
research so they can anticipate change and ensure that marketing is integral to their strategic 
planning. 

• Successful schools and colleges adopt an inclusive approach to working with their stakeholders. 

At this point it is important to state that, although schools and colleges have been coupled together 
in all that has been said so far, there are differences between the two that need to be considered. The 
management of finance and resources in colleges in the post-compulsory education sector differs in a 
number of ways. In scale, colleges are generally much bigger than schools; thus their budgets are 
usually of a different magnitude. They differ in nature because it is more usual, and 
possibly acceptable, for colleges to charge their students or their employers for the education they 
receive. Generally, government-provided education at school level is 'free'. Finally, there is a difference 
in the security schools and colleges experience - once a pupil has entered a school, mostly that 
resource is secured for a number of years. College students can, and do, leave at any time. Thus, as 
you work through this core text, you are encouraged to compare and contrast school and college 
management. 

We now move on to consider self-management as a context for the management of finance, resources 
and stakeholders. We acknowledge that the concept of self-management has not been implemented 
universally and, indeed, where it has been introduced, its operational level varies considerably. 
However, it is of interest to school and college managers across the world in terms of providing a 
backdrop for the opportunity for the management of finance, resources and stakeholders at 
institutional level. In focusing on self-management we want to emphasise we are not trying to suggest 
that self-management is in any way the desired approach or that it is superior to other organisational 
poliCies. Indeed, we acknowledge the existence of counter literature (for example, Ball, 1 990a; 1 990b; 
Bowe et al., 1 992; Smyth, 1 993; Ranson, 1 996) in which it is argued that self-management is a fallacy 
and that even in schools that are described as self-managing, resource decisions may be relatively 
limited. In many countries schools do not have control of staff recruitment and staff rewards and, 
consequently, the percentage of the resources they are actually responsible for is very small. It is in 
this context that we present the rest of this chapter. We begin the discussion by considering what we 
mean by a self-managing school or college. 

Self-management 

The term 'the self-managing school' is generally associated with the Australian writers, Caldwell and 
Spinks. They used it first in 1988 as the title of their highly successful book in which they define a 
self-managing school as 'one for which there has been significant and consistent decentralisation to 
the school level of authority to make decisions related to the allocation of resources' (Caldwell and 
Spinks, 1 988, p. 5). By the time they were writing their third book on self-management, Caldwell and 
Spinks' definition had been refined as a result of their work over the past decade as well as being 
influenced by the work of Bullock and Thomas ( 1997) .  This third book emphasises the centrality of 
decisions on resources in self-management: 
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