
CHAPTER TEN

SUlTIlTIary and Conclusions

INTRODUCTION

The state education system in New Zealand is one of the country's largest
enterprises with an annual expenditure of about $3 billion (or nearly $ 1,000 for
every man, women and child). One New Zealander in every three is involved as a
part-time or full-time students. Some 71,000 work as teaching or non-teaching
staff. That state system represents only a part of the total resources devoted to
formal and informal education in New Zealand. '

The formal educational system in New Zealand is predominantly a state
system, with the direct provision of educational services as the dominant form of
state intervention. It is free or virtually free to the consumers and their parents. It
is, for those aged 6 to 15, compulsory. There is a high degree of centralisation of
control and unified workforce with national terms and conditions of service and so
forth.

Demographic change and increased participation rates have led to considerable
pressure on the supply of formal educational services. Primary rolls doubled
between 1945 and 1967. Secondary rolls trebled between 1945 and 1980. Both
have now peaked and are expected to decline until the 1990s. However, at
present, secondary school rolls appear to be leveling off as a result of changes in
school certificate arrangements. Pre-school and tertiary enrolments have increased
and are expected to continue to do so.

Total net expenditure by government on education as a percentage of GDP or
as a percentage of total government expenditure has varied. However, in common
with most OEeD countries, education has had a declining share of government
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expenditure since the early 1970s. By 1986 Vote: Education accounted for 4.5
percent of GDP and 11.4 percent of net Government expenditure. Real expendi-

_ture per school student has been increasing significantly since the mid-1980s and
is currently at its highest level since 1981/82. Real expenditure per university
student or per technical institute student has also varied but has generally been
slightly decreasing during the 1980s. The pattern of increasing unit cost in school
and decreasing cost at tertiary level is in part due to decreasing rolls at school and
the increasing rolls at tertiary level.

Fiscal constraints are putting the state system under some pressure though,
hitherto, they have not lead to any fundamental review of educational priorities
and policies. The state system tends to run on its own track, motivated by its own
education objectives which may be at variance with equity or economic objectives
held by government. Overseas research and our own analysis suggests that some
of the real expenditure increases in the past and some of those proposed for the
future by educational interest groups could well represent a very poor investment
from the point of view of the wider society.

The Nature of Education and Government
Intervention in Education

To help understand the impact and limitations of government intervention in
education it is useful to analyse the purposes of education. Four functions, and
hence benefits, from education may be identified: fulfilment (of the individual),
integration (of the individual with the community and wider society), economic
(preparation for economic role, whether paid or unpaid), and custodial (for or
from the parent as agent of the individual being educated). Different and
conflicting interpretations of each of the functions may occur, for instance as to

what the individual is to be integrated with; they may be viewed statically or
dynamically, for instance aiming to reflect or to change some aspect of society;
and different weights may be accorded to different functions which themselves
may conflict, for instance an individual in being fulfilled at school may be ill
prepared for the demands of the workplace. Overall, the different interpretations
of and balance between functions lead to different educational agenda. Further,
different elements of any particular agenda may be provided by different sources:
the home, formal education, television, peer group, the media, books, and so on.
Hence, the blanket term 'education' covers a great diversity of processes, contents
and sources of education and views about such. Each source-for instance, each
family-may hold its own agenda and implicit set of priorities in relation to

education.
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The benefits and COStS of education may accrue to:
the individual being educated;
the parent or agent of the individual being educated;
the community or society as a whole (including the economy);
the providers of institutional education: teachers, administrators and
support staff.

These benefits can take monetary or other form and may take affect immedi
ately (consumption) or in the future (investment). The same benefits and costs or
approximate amounts of benefits and costs do not, of course, accrue to each group
or to each member of each group. Different educational agenda will imply
different weightings to particular benefits and costs and different distributions of
them. Decision making by any particular member of the group or any particular
group may not maximise the net benefits to other members or to other groups.

For the individual being educated or parent or agent, different levels of benefits
and costs may occur in relation to a particular educational source because of
differences in access to, process of, or output from that source. Differences in
Output may arise for three reasons-differences in what is sought by the individ
ual/parent, differences in what is brought by the individual to education, and
differences in what is offered by the educational source. Some of the various
differences in access, process and output may be desired by the individu
als/parents concerned; others, though not desired, are not necessarily unfair as
they are compensated for in other ways, for example the advantages of country
living perhaps compensating for difficulties in access to school.

Education is not a 'public good' in the technical sense used by economists. It is
never free as there is always an opportunity cost to the provider; it may not be
paid for directly by the consumers but it is paid for by the rest of the community.
Those who provide the inputs to education purchased by the individual, parent or
state-teachers, equipment manufacturers, builders, administrators, and so on
naturally seek to defend and develop their own interests. Hence, formal education
is unavoidably part of the market economy and the Government can afford to be
no less concerned with the effectiveness and 'profitability' of its expenditure on
education, in relation to the state's aims, than any private provider would be in
relation to their own aims.

An individual or parent seeking private educational provision will enter into a
formal or notional contract with a provider. The parties to the contract will seek
to balance the costs and benefits of provision in a mutually satisfactory way. Such
a contract will bundle together four core elements: who chooses, who pays, who
benefits and who is accountable for delivery of the service. However, significant
difficulties may arise with each of these elements under private voluntary arrange
ments. The four difficulties are:
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who pays (equity concerns): not all individuals/parents are equally
able to purchase suitable education and hence the net benefits that
society and individuals draw from education may not be fairly distrib
uted to all;

11 who chooses (the agency problem): many of those being educated are
not adults and are not in a position to make strategic decisions about
their future or have the consequences enforced upon them; they are
exposed to agency failure if their parents do not act in their best
Interests;

111 who benefits (social benefits): societal costS and benefits may not be
fully captured by the individuals being educated or their agents;

IV who is accountable (efficiency concerns): customers may not be able to
hold providers satisfactorily to account, for example suffering the risk
of institutional failure.

The issue facing government is to choose a set of policies that will address these
difficulties in such a way that society's total well-being is enhanced to the greatest
extent possible. Potentially, state intervention can redistribute educational and
consequent life-chances in society in favour of the disadvantaged, assist parents in
the discharge of their agency role and safeguard children against parental failure,
ensure that net benefits to society are maximised and ensure efficiency in running
of the institutionalised educational sectoLThere are four possible methods of

. .
government Intervennon:

i provision of information, guidance or leadership;
ii regulations;

. 111 funding to (taxation of) individuals, groups or institutions;
iv in-kind provision.

In intervening to counter one or more of the difficulties outlined above, the
Government necessarily enters into implicit or explicit contracts with providers
and customers of education, interposing itself between them to some extent and
thus breaking up the original bundle of four elements. (In-kind provision creates
the greatest disruption as the Government takes over substantial chunks of both
roles). Hence, the Government is liable to face the same four difficulties as arise
with private contracts. These give rise to the general COStS of government
. .
InterventIon.

Thus, on benefits, because of the difficulty for government of measuring or
assessing educational outputs, inputs tend to be used as measures of success
instead, leading to the misapprehension that more is necessarily better and to
problems in determining the goals and parameters for intervention. Providers and
consumers will share a common interest in maximising government subsidy of
education. Hence, public education may come to be seen as an absolute and
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unmeasurable good. On accountability, where decisions are made by the Govern
ment, both consumers and providers will seek representation and rights at the
decision making centre rather than contracting with each other. Hence, consumers
and providers cease to be accountable to each other and accountability becomes
lost in the bureaucracy. On choice, the Government bureaucracy as decision
maker will suffer information and incentive problems. Some state interventions
will run against others or against privately held agenda in their effects. Thus, for
instance, less heavily subsidised suppliers of education may be crowded out by
state intervention. Finally, there are the opportunity costs of state intervention. As
government decision makers and pressure groups are unlikely to suffer the costS of
provision fully and directly themselves, they are unlikely to be weighed carefully
against the more directly felt benefits. Some government funded demand for
education is liable to be substituted for private demand, thus incurring the
transaction costs of revenue raising for no net gain. In sum, the COSts to govern
ment interventions are potentially substantial and can lead to misapplication and
over-expenditure.

The foregoing are general difficulties with the Government's role. In addition,
each of the four possible reasons for intervention listed on page 245 above suffers
its own problems. On equity, there is evidence that state funded education makes
very little, if any, difference to the relative position or life-chances of most groups.
There are grounds to fear that some interventions, however well intentioned,
significantly increase inequity. On the agency problem, state intervention may
reduce parental responsibility and hence increase dependence on subsidised insti
tutional provision, thus furthering the agency problem. On maximising social
benefits, state intervention runs the risk that the benefits will in fact be captured
by particular groups of individuals or providers, thus the cost becomes public but
the benefits remain private. Intervention to deal with efficiency concerns is liable
to create its own inefficiencies by substituting the inefficiencies of central bureau
cracy for individual freedom of choice, reducing the ability of individuals to

choose between alternative providers and lessening the transparency of operations
of the institutional educational sector. In sum, state intervention for each of the
four reasons listed has significant potential to achieve the opposite effect.

The long-term investment nature of many of the benefits of education, as
against the predomina..'1tly short-term costs, means that the feedback loop on
educational decisions is weak whatever party is the decision maker, hence the
difficulties associated with the four elements of the contractual package mentioned
earlier are reinforced. To the extent government intervention enables individu
als/parents/groups to utilise education in one or more of its functions in a way
that otherwise would not have been possible for whatever reason, then the chance
that net benefits may flow, whether to the individual/parent/group or to the
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wider society, is increased. To the extent government intervention disables indi
viduals/ parents/ groups from following their own preferred educational agenda
either directly (notably by restricting choice) or indirectly (for instance by restrict
ing information), then net disbenefits or costS are more likely to result.

There still seems to be a high degree of optimism in New Zealand as to the
potential of formal education to contribute to both economic growth and equity.
However, in other OEeD countries there is increasing doubt about the role of
education as a means of attaining socio-economic objectives, lower political prior
ity for education and drastically contracting public education budgets. The focus
in government intervention in education that would be expected to flow from any
(and thus all) of the four possible reasons for such intervention appears to be very
weak or lacking in the practice of public provision in education in New Zealand.
Government intervention is greatly dominated by in-kind provision and is to a
significant extent disabling. For these reasons, it appears that the costs to interven
tion have come to dominate the benefits. Government intervention is significantly
ineffective, possibly counter-effective. Hence it seems that, if specific interventions
in the educational area are to contribute efficiently to societal objectives, they will
need to be chosen after a more careful consideration of the wider impacts of the
policies.

Early Childhood Services

The first few years in a child's life are crucial for their subsequent development.
Thus, the fulfilment, integration, and economic functions of education can all
trace their foundation to education carried out in early childhood. The most
evident institutional aspect of education in early childhood is, however, the
custodial function: particularly important at this age when children need constant
care.

The main issue arising with early childhood education is the balance between
institutionalised provision and family care and the consequences of that balance
for development of the child as against the benefits to parents that may result
from the custodial function.

There is evidence that children from disadvantaged homes may benefit from
some institutional provision of education at this age level, that the child's
awareness and alertness is increased and that their parents are better able to deal
with the child in the remaining hours of care with the family. Therefore, there
appears to be a case for government intervention to enable such benefits to be
achieved where the parents would not otherwise be able to afford early childhood
care. Because the immediate customer (the child) is little able to report back on or
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control child-care services, the parent may find it difficult to act on the child's
behalf to achieve improvements. This might provide a basis for government
intervention to regulate the provision ofchild-care services if it can be shown that
the Government can regulate the area more efficiently.

In addition to these twO aspects of intervention, the Government influences
decision making in relation to early childhood services, by virtue of the tax regime.
Because the state does not tax the internal provision of household services,' but
does tax the external provision of the equivalent of such services, the state is
effectively encouraging the family to provide its own early childhood services
rather than to utilise external providers. As women in most households take on
much of the burden of child-care, this has implications for equity of opportunity
outside the home for females. On the other hand, the increased labour force
participation by workers brings private benefits to them and it is not clear why the
state should assume the associated COSts.

The forms of government intervention in early childhood are quite varied at
present in New Zealand covering free kindergartens, recognised playcentres,
licensed child-care, pre-school classes in primary schools and Kohanga Reo. None
of these are provided directly by the state but all are funded whole or in part and
have consequent control apparatus although these themselves very substantially in
the degree of accountability maintained.

The present arrangements have the advantage of diversity and lack of direct
central control. They may, in consequence, be quite responsive to local needs.
However, the diverse arrangements, depending in large part on local initiative,
may mean that state funding has become substantiall,: captured by more
advantaged groups, with the possible exception of the Kohanga Reo movement.
There is unlikely to be much degree of equity in access to early childhood services;
equity in process may vary depending upon the quality of provision provided; in
consequence of these variances in access and in process, equity in output is
unlikely to be great.

Government funding of early childhood services has expanded significantly,
largely reflecting increases in workforce participation rates of mothers. Along with
this has gone a trend to professionalisation, notably with the recent announcement
of three year training for early childhood workers, and centripetal tendencies. This
is in spite of the limited evidence in the field suggesting that such extended pre
service training may be of very little additional benefit and the success hitherto of
local initiatives not run from the centre.

Early Childhood Services: Suggestions

The challenge in the earlier childhood field is: to develop the diversity of arrange
ments that are already there on the ground in a way that will ensure greater equity
in access, process and outcome: to ensure that the system remains focussed on the
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needs of parents and children; and that it is reasonably resistent to provider
capture and centripetal tendencies with the accompanying transfer of benefit and
control from customers and local communities to providers, interest groups an<;l
bureaucrats-the costs being met by the taxpayer. The Kohanga Reo movement
demonstrates what can be done outside familiar institutional forms when commu
nity groups are sufficiently motivated. However, the per capita funding of
Kohanga Reo appears generous and it is not clear whether this enriched expendi
ture is, in fact, necessary to achieve the goals of that movement. It remains to
develop a co-ordinated policy which will enable a beneficial balance to be struck
between family care and institutional or community based care for disadvantaged
families, which will not prevent suitable provision being bought in by mote
affluent families and which will enhance opportunities for females outside the
home.

Primary Education

At the primary level we suggest that the quality of the partnership between the
home and educational institutions is highly important. As with the pre-school
sector, the investment benefits at primary level are particularly long-term whilst
the direct customer, the child, has a very short-term view. Thus, there are possible
equity and agency grounds for state intervention in ensuring that the foundations
for long-term benefits are laid. The principle equity concern must be that all
individuals capable of it are enabled to achieve a minimum education level which
will permit them to lead their lives at a reasonable level. (That minimum involves
more than minimum standards in the three Rs.) This may involve setting
minimum standards of educational provision and, more problematically, of edu
cation attainment. Minimum standards of provision involves ensuring equity in
access and process to the requisite educational level and equity in what is offered
by the educational sources concerned for individuals in moving to the requisite
level. Typically, such equity is fulfiled by the free provision of public education to

all together with a controlled core curriculum-though these are not the only
possible means of attaining equity in access and process.

Because the core curriculum extends beyond the three Rs, there are unavoida
ble issues as to the involvement of the state in supporting any particular value
system. The school as institution inevitably carries a 'hidden curriculum' which
underwrites certain values and attitudes and may be corrosive towards others.
Compelling children to attend schools is, thus, compelling the absorption of that
hidden curriculum by the children. It is suggested that, insofar as such values are
regarded as a necessary part of the core curriculum, they explicitly be made so. To
the extent that they are not, people should be free to set up alternative forms of
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provlslOn which meet the mInImUm standards of- provision in relation to core
curriculum and may, for example, adopt alternative institutional forms.

State intervention to deal with the agency problem may occur where what is
sought from education by the agent is nor what should be sought in terms of the
core curriculum and so forth. State intervention to counter agency concerns may
help to remove problems in relation to educational sources external to the family,
for instance by clarifying, removing or reducing options as to choice of external
sources. To the extent that activity within the family is itself a source of educa
tional problem (anything from a lack of reading material in the home to domestic
violence), intervention to deal with the externalities does not tackle the internal
problem. State intervention to deal with external aspects of the agency problem
will be much the same as that to deal with the equity problem; intervention to
deal with internal aspects may be of a quite different form. The latter problem,
where it occurs, is probably more fundamental to a child's future than the former.
Any failure on the part of the parents threatens to undermine the vital partnership
between the educational source and the family.

Government intervention to ensure realisation of societal benefits will depend
on the nature of the benefits anticipated. The benefits of primary education are
probably substantially captured by the individuals concerned. Full citizenship of
New Zealand society is scarcely possible with less than a primary level of
education and those who do not achieve such a level and hence full citizenship
may impose costs on the wider society. Where the societal benefits exceed those to
the individual-for example, learning to value others' dignity may reduce
crime-then the parent, in maximising his or her child's benefit, may invest less
than necessary to maximise the net social benefit. There thus may be some case
for government intervention to ensure a minimum level of consumption of
education and to ensure that its contents include aspects of civic values.

Against these factors, there are three significant inefficiencies to general provi
sion of 'free' education by the state:

the transfer costs of removing monies from families so that the
Government can spend it on their behalf;

ii the inefficiencies of the state as a spender of other people's money in
comparison with their own efficiency;

111 the disparities between the likely state education agenda and those of
informed families and the difficulty of resisting centripetal and pro
vider pressures once the family is not in direct COntrol.

Universal provisions by the state fails to target aid where it is most needed,
fails to address the possible weaknesses of the home as an educational source and
fails to build a potentially powerful partnership between home and school. It may
remove responsibility from families and create dependency.



278 GOVERNMENT MANAGEMENT II

Information on outputs from the state primary school system is hard to come
by: the system lacks any feedback m~chanism beyond the school by school
qualitative and confidential evaluation carried out by school inspectors. However
such sources as the 'PAT' tests designed by the New Zealand Council for
Educational Research suggest some decline over time in skills although the
problem appears to be concentrated more at intermediate and secondary levels.

Primary Education: Suggestions

Equity concerns as to the fulfilment and integration functions of schools may be
met by redefining the role of the primary school. Rather than being the all
purpose and authoritative source of primary education, the school may be seen as:
first, an integrating mechanism between the various possible sources; and, second,
a specialist source for core skills. In both areas the school should work in
partnership with the family.

State intervention to meet agency concerns may be achieved by deliberately
developing flows of information to parents on: .

the state system as educational source, to enable parents to make
informed choices and contributions to development to that system;

11 acting as an educational source themselves and in partnership with the
state system.

Although in-kind provision is most appropriate to children who face family
situations 'beyond the pale' there appears in fact to be little attempt to identify
children at risk outside the school. Hence, a key responsibility in the initial years
of primary schooling could be to identify children at risk.

State intervention to realise social benefits may be achieved by setting mini
mum output standards in the three Rs and other core areas, including any
necessary civic values. This would leave the school committee or equivalent free to
determine how the minimum output standard would be achieved-the opposite
of present practice where syllabuses tend to be prescribed but the Outputs are not.
The efficiency costs of state intervention may be minimised by:

maximising consumer choice and information;
ii maximising flexibility and responsiveness to consumer demands;

111 ensuring that management, accountability, and incentive structures
cohere and relate to output targets rather than input goals; and

IV minimising the extent of in-kind provision by the state.
To the extent that free in-kind provision is generally available, it should be

focused on the core curriculum areas where the state has most legitimate concern
and the displacement effects are minimal.

A state system should avoid sending Out a message that the state knows best
and the parents are not be trusted. Those families lacking confidence in the
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educational field are liable to read that hidden message in the monolithic state in
kind provision of formal education under compulsion. However, given the inher
ent limitations of primary schools as educational source, the state cannot deliver if
the partnership between school and family is not good. By capturing virtually all
available state redistribution of resources for itself, the state institutional education
sector is ensuring that the potential of the family resource is in many cases not
fully realised, particularly among the disadvantaged.

Secondary Education

In distinction to primary education, the key to success is not so much the quality
of the partnership between informal education in the home and institutional
education outside it but the quality of the partnership bet\veen the individual
being educated and the educational source, with the family-though still impor
tant-becoming increasingly a junior partner. In terms of the fulfilment "function,
without a suitable quality of partnership, the individual will act more on their
own or under peer group pressure making less well informed decisions in develop
ing their own identity. The emphasis of the integration function will be to assist
integration with the wider society and to emphasise social and cultural norms and
values which may receive insufficient attention in the peer group.

The economic function is of growing importance at secondary level. Four aspeCts
can be identified:

acquisition of basic skills, attitudes and so on necessary for virtually
any economic role;

11 understanding of the requirements of the world of work and general
preparation for the transition into it;

Hi (preparation for) acquisition of higher level or specific skills;
iv certification of any or all of the above.

The custodial function may appear to be of decreasing importance. However,
the individual will increasingly wish to make his or her own decisions but may
lack the resources and experience to do so effectively. Institutional education, if in
partnership with the young person, can serve to guide and assist.

As at primary level, the Government may intervene to ensure that every
individual is given the opportunity to achieve a minimum standard of compe
tency in core subjects so as to be able to operate effectively in society and the
economy. Hence, the levels are set by society and the economy. However, formal
education is not necessarily the best source for important skills and individuals
may be capable of identifying and using the best source for themselves, for
example private driving schools in European countries with a strict driving test.
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The Government may intervene to ensure equality of opportunity of access to
higher educational levels and the life chances flowing from them. However, the
process of formal education may itself act inequitably, discouraging those from
disadvantaged backgrounds who leave school early thereby reinforcing their dis
advantage. Formal education thus has the task not only of providing opportuni
ties for learning relevant to the wider world but also demonstrating that it is
relevant to the individuals concerned at a time when they may be reacting against
conventional values.

Hence, for either equity concern to be met, school values need to be relevant
both to the individual and to the wider world. The school, if it treats the
individual as the customer looking for immediate benefits from its services, will
create a relationship that disprepares individuals. At the same time, if the
individual sees the school as irrelevant to them, they will create better uses for
their time, for instance in peer group socialising at school. Either way the danger
is that formal education will produce individuals who are streetwise but job
stupid. Thus the task is to create a mutual relationship between school and
individual to explore areas of long-term benefits to the individual. This requires
discipline on both sides and hence the imposition and maintenance of strict
standards on and by schools.

The GECD has commented that, in spite of greatly increased government
expenditures on formal education educational, inequalities may have been widen
ing in many advanced countries and that the declared aim of greater equality
appears sometimes to have been a pretext for attracting bigger resources to formal
education.

To succeed the school system has to enable the disadvantaged rather than
disable the advantaged-level up not down. The GECD terms it an 'iron law' of
educational development that privileged groups and social strata constantly seek
to maintain that privilege. Attempts to disable the advantaged by disbursing
pxam rrp,..Jpnrl"a1" more f,rep1y rpstr;rrl'ng cho;cp and so An nv;ll merply learl "0..... .I..... ..... ......... ""-I. ..... .I..I.\.. .... oJ .I. ..L.... .... _ ..... , '- ..L ..... \.. L .1.J....L.....L V.I..1. Y;..L..L .L J.. .... .1. '-l "-

counter moves, such as seeking higher or special educational qualifications, take
over of the public school agenda, and hence to an expensive game played out
largely with public money and probably leaving the advantaged no less so at the
end-no equity gains but a high efficiency cost.

Thus, unless secondary schools can respond to what is brought to and sought
from formal education by individuals and offer a well signposted way to the
valuable social and economic skills, additional expenditure on schools is more
likely to fuel than counter inequity. Similarly, on the agency concern the state
may intervene to act in loco parents for the individual who is in transition from
childhood to adulthood but this can only be effective if a mutual contract can be
established between school and individual. Government may intervene to ensure
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societal benefits from the integration function by helping to establish the broad
framework of values and norms to be taught.

Government intervention to ensure societal benefits from the economic func
tion may not be successful and may produce equity losses. Increases in the level of
education and hence educational qualification may bring productivity gains but,
unless employers and employees have to take into ~ccount the full COSt of the
qualifications concerned, will also lead to credentialism (that iS,increasing levels
of credentials are required for entry to the same job)-imposing efficiency losses
from the net cost of over-qualification and equity losses for those with the lower
levels of qualification which consequently become devalued. Educational inflation
turns post-compulsory education increasingly into a trial by ordeal, which those
who hold values least orientated to those of formal education will find hardest to
bear. By OECD standards, New Zealand appears to have very low retention rates
at senior secondary school. Recent changes to school certification arrangements
may help change this. However, longer attendence at school is not a good thing in
itself-only if such good use is made of it that the benefits exceed the. financial
and other costs. As with primary education, there are significant costs to universal
provision by Government.

The limited indicators as to outputs that are available for secondary education
in New Zealand suggest that educational attainment is declining slightly in some
areas, is weak in mathematics relative to other OECD countries, and that schools
are having increasing difficulty in preparing students for the changing job market.
At the same time, the real unit COSt to Government has been rising.

Secondary Education: Suggestions

The secondary sector appears to be encountering difficulties in all GEeD coun
tries. There are four possible culprits:

1 the age we live in;
ii radical education philosophies;

111 rigidities in the state system and pressure group influences;
IV inadequacies in the quality and commitment of staff and/or resources.

On (i), what secondary education can achieve is limited and its task is probably
becoming more difficult. Its strengths seem to lie in signposting and providing the
skills and attitudes that young people will need in the world beyond education.
Thus, focus on these strengths suggests that state funded secondary education
does not need to be at the forefront of change in the content of what it teaches
but does need constantly to review how the relevance of the relatively unchanging
content can be made clear to adolescents from different backgrounds and with
changing attitudes and how presentation can be developed, for example by
utilising technological developments. Research has demonstrated the dramatic
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differences in attainment level between the best and worst schools dealing with
disadvantaged populations. Focus on what works in education can enormously
improve outcomes provided there is sufficient pressure on schools to attain the.
highest possible standards.

On (ii), emphasis at school either on educational values per se or individual
values per se as ends in themselves will be disastrous for those who do not either
already possess the set of values which orients them to the longer-term benefits of
education in the outside world or who do not intend to stay on in the educational
field as adults. Hence, secondary schooling needs to be outward bound. Similarly,
to make passage in the outside world, individuals need realistic information about
their skills and abilities and in a form that is communicable to potential employ
ers. Hence, the need for examinations which hand out neither 'success' nor
'failure' levels, but can command the confidence of all parties for the objectivity
and relevance of the information they contain.

The relevance of secondary schooling, particulary post compulsory schooling,
will not be solved by prescriptions (radical or otherwise) from the centre as to
teaching content. Relevance will be ensured if parents and young people are
offered a flexible range of choice as to educational provision-at school, work
place or tertiary institute, or mix of these-meeting clearly specified and under
stood targets.

Culprit (iii) suggests the need to decentralise the system and reduce state
control as far as is commensurate with proper accountability for the public monies
involved. At present, many individuals and parents are 'rationally ignorant' about
education-the cost of obtaining information is so high and the area of choice is
so small that there is little point bothering. (Those who are irrationally know
ledgeable-wanting the best for their children -tend to become highly frus
trated.) Any exercise of choice involves transaction costs. The Curriculum
Review's committee based approach to wider involvement is liable to prove
attractive only to those with the strongest interest in education and ability to work
the committee and school system (notably teachers). It offers choice only at school
level, not between existent alternatives at the level of the individualjparent.
Hence, greater choice at the level of the individual/parent would be more
equitable in principle.

Zoning and limited subsidy of private schools are disabling tactics, restricting
such choice. The ever changing explanations given of why zoning is necessary
(from elitism to egalitarianism) have not recognised the underlying principle: as
with any monopolist practice, it restricts competition. The individual will benefit
from greater choice and the pressure this exerts for the wider attainment of the
standards achieved by the best schools, including those dealing with disadvan
taged populations.
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On (iv), the inflexibilities of the present system prevent both human and other
resources being used effectively. By OECD standards, New Zealand appears to

have unusually well paid teachers giving below average teaching hours (though
not necessarily working) hours in a system of low flexibility. Given the quality of
personnel and commitment that such high wages should have purchased, there is
a strong case for greater flexibility so that those skills can be deployed effectively,
matched with greater accountability-through the customers and through hard
nosed public inspection, and developed through positive incentives for achieve
ment. The efficiency costS of state intervention may be minimised by the means
discussed under primary education (page 252).

Tertiary Education

In distinction to the secondary level, the individual at tertiaty level maY' be taken
as generally not needing assistance in developing their personality or basic atti
tudes or skills. Educational institutions are more straightforwardly meeting the
demands of their customers. The fulfilment function becomes a matter of meeting
personal requirements-whether for knowledge as an end in itself, the enjoyment
of the tertiary community, or for longer term instrumental purposes. The integra
tion function lies in enabling the individual to integrate with a particular class or
group in society, for example, university graduates, though this will be less
attractive to those who come from groups who do not define themselves in part
through educational qualification, for example the iwi for a Maori person.

The economic function looms large at tertiary level. Certification may be of
possession of particular skills, particular kinds of skills, or of general ability to be
trained in or think to that level. The custodial function largely vanishes by the
tertiary level although young adults may still lack the resources and the know
ledge to select the most appropriate path forward for themselves.

Tertiary institutes also carry out work which goes beyond the four educational
functions. They may act as the repositoty of and agent for knowledge and culture
with the community as a whole: the entrepot function. They may engage in the
research and independent pursuit of new knowledge: the research function. These
twO non-educational functions may be discharged by other institutes also: muse
ums, libraries, arts bodies, the DSIR, industry, and so forth.

Individuals may be seeking general or specific skills, for career purposes, for
personal fulfilment, or for some mix of purposes. To the extent the economic
function dominates, the investment benefits to the individual will be both more
evident and more short-term than at primary or secondary levels. The benefits
from discharge of the fulfilment and integration function are liable to be captured
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by the individual being educated or their educational peer group; those who will
benefit from more informed, more culturally appreciative individuals are precisely
those who are more informed etcetera.

Employers (or their customers) will benefit from discharge of the economic
function as it will reduce the transaction COSt in hiring and subsequently promot
ing staff and may enable them to externalise training cpsts. Other benefits of the
economic function are likely to mopped up by the individual or employer
(depending on the balance of power at the work place). The research and
depository functions may bring benefits to individuals, particularly groups or to

society as a whole. However, whilst a cure for cancer or improved methods of
economic forecasting may bring widespread benefits, other research, such as
arcane academic disputes, may bring benefit only to the researcher.

The Government may intervene at tertiary level for equity purposes to ensure
equity in access and process. To the extent that access is determined by previous
educational outcomes or job held, intervention may focus on these determining
factors rather than tertiary education per se. The provision of second chances to

those who missed out first time around would be of particular importance. To the
extent that a barrier to entry is that of attitude, equity in formal barriers may
achieve little and attitudinal changes by the individual, atmosphere changes by
the institution, or the development of outreach or support facilities may be more
appropriate. Monetary barriers to access are, therefore, only part of the equity
problems. The state may act to remove or reduce such monetary problems by
subsidising in whole or in part the COStS, including the opportunity costs, of study
for disadvantaged students. Because the outputs from attending tertiary education
are so varied, as are the demands placed on individuals, equality of outcome is
not a viable goal in the tertiary secror.

Government may intervene to meet agency concerns because young people lack
the knowledge and resource to pursue the optimal educational path and their
parents are unable or unwilling to help. However, in the absence of government
intervention, information and financial facilities would develop such that, notably,
a student could borrow against future expected income streams. Hence, the case
for government intervention boils down to the equity concern-assisting those
who would be disadvantaged in such a market for information and financial
facilities.

In terms of the research and entrepot functions, to the extent that the Govern
ment is a direct customer of such services it should pay for them. Where other
identifiable groups are the beneficiary they should pay. This includes high risk
research as there is no reason the taxpayer should assume the risks that the
immediate beneficiaries are not prepared to. Research with no clearly identifiable
users that is potentially of social benefit may be funded by government to a
certain level, probably through an intermediary body.
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The investment benefits of tertiary education are generally less long-term than
at lower levels of education, more directed to the job market and more closely
related to particular individual needs and aspirations. Hence, government inter
vention to achieve social benefits not captured by the individual or groups is liable
to be limited overall and focus on the non-educational rather than the educational
functions of tertiary education.

The effect of government subsidy of tertiary education is to lower the net cost
to the individual of undertaking a course of study. In consequence more individu
als will be bid into doing the course and the supply of individuals with that
qualification will increase. As with secondary education, credentialism may result.
The employer will wish to maximise the productivity of his or her employees and
they will wish to maximise the benefit from their employment. However, both
employer and employee may optimise their own benefits in a position were
credentialism is high and productivity effects are low or nil as neither has to take
into account the full costs of the additional education concerned. The costs of
government support of the education concerned are borne by taxpayers and
employers generally while the cost of educational inflation is borne by the
individual with next down credentials who missed out on access to the job market
at the level concerned. The benefits go to the employees gaining employment
and/or their employers.

Individuals benefiting from government, whether by virtue of the productivity
effect or the credentialist effect, will have acquired a long-term asset (that is, their
education) at reduced cost. They will, therefore, be liable to seek out additional
long term debt to achieve a desired debt/asset ratio. This will feed through,
notably to the credit market, squeezing out those less able to borrow as they have
not acquired the long-term asset of tertiary education. Thus, government inter
vention, particularly were non-targeted, is likely to produce inflation in educa
tional credentials and greater domestic borrowing.

The tertiary sector in New Zealand is diverse: full-time internal students are
the minority being out numbered by those undergoing teaching at a distance;
part-time or full-time students on full year courses internally with universities,
technical institutes or teacher colleges only represent a quarter of users. The
tertiary sector also appears to be atypical of the GEeD. As far as comparisons
allow, it appears that in the early 1980s, New Zealand ,;vas near the bottom
among comparable countries for enrolment of 17 and 18 year olds in formal
education, but about mid-way if non-vocational secondary education was
excluded, and near the top in terms of university enrolment for this age group
and for participation in tertiary education by the population as a whole. Thus, it
appears that schools in New Zealand operate exceptionally finally as filtering
device for first chances at the tertiary level but the tertiary sector has developed
programmes to give those deselected at school a second chance. Data on the socio-
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economic status of students' fathers confirms this pattern, showing teaching
colleges, universities and schools at form 7 to have broadly the same share held by
higher socio-economic groups, with polytechnics more representative of the gen
eral population.

Tertiary Education: Suggestions

The general availability of government funding for all students is liable to be
inefficient and inequitable. As long as private returns to tertiary education exceed
public returns, the demand for tertiary education, if fully met, is liable to produce
inflation in credentials, increasing costs in the economy and disadvantaging those
who do not join the paper chase. Hence, for the generality of students, only
limited government subsidy to reflect general social benefits not captured by the
individuals concerned can be justified as possibly effective and not grossly inequi
table. Beyond that, targeted assistance for those disadvantaged in borrowing
money on the capital markets may help meet equity and agency concerns.
However if not carefully targeted there may be substantial efficiency' or even
equity costs to such intervention. Intervention at lower levels than tertiary and
intervention to assist the overcoming of attitudinal barriers are likely to be more
Important.

By virtue of current government intervention, price signals as to the costs of
various courses are removed or weakened for the (often inexperienced) student
decision maker. In so far as students from high income families under this
proposal would have to face a higher proportion of the actual cost of their
education by funding themselves to some extent through the capital market,
employers will be faced with graduates necessarily more aware of the real costs of
their education and, legitimately, seeking to cover them. The Government, as a
price setter for many graduates' wages, is at present indirectly subsidising its own
employment of graduates through its subsidy of tertiary education, thus reducing
the pressure on or the ability of the public sector to utilise graduate resources
efficiently.

Increasing wage differentials are likely to result, partially reflecting increased
costs to students. Such increased differentials would in the longer-term benefit
those with qualifications and higher level jobs but would benefit the disadvan
taged also because:

improved economic performance resulting from more accurate pricing
and better use of scarce human resources;

11 greater share of tertiary education opportunities by the disadvantaged;
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111 with higher COStS for higher qualifications, the relative attractiveness of
those less well qualified will increase, as will their employment
prospeas;

iv lower taxes.
The preceding paragraphs have dealt with the demand side for tertiary educa

tion. We have suggested more association between. who pays and who benefits
and between who benefits and who chooses. Provision also need to be ~ade

accountable to users since, on the supply side, rigidities in funding and in wage
scales, as well as the limited contestability of provision, are slowing the tertiary
sector's responsiveness to the increasingly rapidly changing and complex patterns
of demand.

Maintenance of the status quo, where both demand and supply are removed
from exposure or response to market forces outside the tertiary seaor, is not an
option. It is breaking down, as private institutes move to fill gaps in the market
and publicly funded institutes seek to exploit such room for manoeuvre as they
have. The exploitation of commercial markets in the margin of the wider state
sector will tend to draw away scarce teaching and other resources from the pure
state sector, increasingly leaving those in that sector with a second class education.
N or is increased regulation to control developments on the margin a realistic
option. In the unlikely event of success, the economy would pay a heavy price in
loss of flexibility. The history of the financial sector before deregulation illustrates
the more likely result-with the big commercial banks prevented from providing
certain services, fringe bodies developed, pursued each year by an ever more
unmanageable body of regulation, with ever increasing ;costs and risks to the
customer of such services and to efficiency in the economy as a whole. However,
developments in freeing either the demand side or supply side in tertiary educa
tion in isolation of the other will produce significant efficiency or equity costs or
both.

If the supply side is freed up but the demand side is not then, for instance
three year university courses, will all cost much the same to the student and hence
students will be attracted to "commercial" courses away from 'non-commercial
ones' and differentials in academic salaries will grow wide. The result: inefficiency,
over-response to changes in the labour market (because of no feedback through
course costs), and a narrowing of study to areas perceived to be commercial. If, on
the other hand, the demand side is freed up but the supply side is not the
consequent shortages in supply of some courses will be resolved by bidding the
price up. The result: inefficiency and inequity. By contrast, if both demand and
supply sides are freed up, those courses offering the best job prospects and other
advantages will tend to be bid up slightly in price counterbalanced by a reduction
in demand. Hidden cross subsidisation between commercial and non-commercial
courses will be removed. Differentials in academic salaries will be less than in the
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previous case (though still present, due to the outside labour market) and rates of
return for students taking different courses will even up, particularly when aspects
,such as personal enjoyment are taken into account. Hence efficiency and equity are
liable to be maximised.

Such a free system implies minimal central planning though the Government
could influence demand by selective subsidies as could the tertiary institutes by
selective cross-subsidy. The recommendations of the recent working party (the
Probine and Fargher Report) goes some way to freeing up the supply side of
tertiary education but their effectiveness is greatly reduced because the same
proposed central body would represent, co-ordinate and plan both the demand
and supply side and retain considerable powers over the detailed allocations of
resources and consequent life chances at the centre with all the consequent
efficiency and equity costs and reinforcement of pressure group politics.

To ensure flexibility and contestability and the ability to apply suitable incen
tives to defined targets, the educational and non-educational functions need to be
distinguished, where appropriate, and funded separately according to 'separate
cntena.

Cultural Pluralism and Education Policy

Cultural pluralism poses rather similar dilemmas in all GECD countries with
cultural and linguistic minorities. To quote the GECD 'most multi-cultural
educational programmes have been by and large disappointing from every point
of view.'

Multicultural education is an omnibus term usually seen as embracing one or
both of two themes or dilemmas. The first dilemma is that of cultural diversity or
uniformity: pluralist groups may be concerned to preserve their own cultural
identity, the state may be concerned to ensure some common structure of social
values and skills and shared beliefs. The second dilemma is that of language:
again pluralist groups may be concerned to maintain or develop separate linguistic
identities. Government, as representing society as a whole, may be concerned
either to impose or at least to give access to the common language of the nation
concerned.

The existence of minority groups and migration of cultural groups is, of course,
not new. However, two inter-related developments in the modern era have lead to

current difficulties. The first development is the extraordinary growth of global,
technology based, culture. This modern culture demands certain forms of social
and economic organisation which may conflict with those of minority cultures,
Minority cultures may be seen as providing a range of incentives and interest
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essential to inform progress in otherwise uniform societies but may be also seen as
undeveloped in relation to modern trends, preventing or slowing progress.

The second development is the growth of highly centralised forms of organisa
tion in the modern industrial state. Looked at from such organisations, minority
cultures become 'a problem'. More and more responsibility for society, including
social responsibility, tends to be taken on by central administration and the state
can experience cultural minorities as a threat or awkward blockage to this process.
Equally, the cultural minorities may experience the state, however well intended,
as a threat to their separate identity.

Education systems are not culturally neutral. The subjects taught are liable to
be based on criteria that are specific to a particular cultural context. Teaching
practices and other forms of school organisation form the hidden curriculum
which convey concepts and notions about the ordering of society. Thus, through
both the formal and hidden curricula, the school reflects the cultural values which
shape the forms of socialisation in society.

Until quite recent times, education systems responded to the phenomenon of
cultural diversity with the principle of uniformity. The aim was, first, to achieve
justice and equity, and, second, to achieve national consensus. However, with
ethnic resurgence in many countries, the concerns for national consensus and social
justice are now seen as demanding the recognition of cultural differences within
the state education system. The response has been twofold. One approach is
formal and regards multicultural education as a new teaching discipline to be
slotted into the school time-table like maths or civics. The second approach is
informal and regards multicultural education as a state of mind that permeates
the whole curriculum.

On the first approach, it must be doubted whether schools can in fact treat
minority group culture in anything but a superficial or indeed distorting way. By
its very nature education is universalist: instead of learning in a given context

1 1 r . . ,.,...., . 1···· 1 r 1 1 1 1people learn trom a gIven text. 1 lllS ana Its mstltutlOnal rorms WOUlQ tena to De
hostile to minority cultures. The second, less formal approach to multicultural
education may have more long-term benefits for minority groups and for society
as a whole in that it enables people to cope with differences, to be non
judgemental about them and to accept the right of orher people to their own
linguistic, cultural and religious expressions.

The other major objective of multicultural educarion is the improvement of the
life chances of minority ethnic groups. This raises issues as to the relationship of
the minority culture with the majority culture and economy. As far as education is
concerned, the OEeD has found that children from minority ethnic groups are
over-represented among low achievers everywhere. This is probably because of the
inherent cultural bias in the school system and because the attitudes of teachers
and children do not mesh to establish rational trusting relationships. The result
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can often be that school failure becomes a peer group goal for those from cultures
not represented in the school's formal or hidden curricula. Schools need both to
recognise the value of the cultural background of each student and provide a
pathway to the necessary skills, knowledge and abilities that will enable reasona
ble progress to be made in the wider society. Schools may be seen as mainly
reproducing the dominate culture and thus the inequalities present in the domi
nant public, economic and political structure of which that culture is a part. To
this extent, ethnic control of part of the school system or parts of the school
curriculum may enable ethnic groups to turn the cultural reproduction aspect of
schooling to their own advantage. However there is the obvious danger of a drift
towards separatism and that children of minority cultures, in being schooled in
those cultures, may miss out on the pathway to the abilities and skills necessary in
the mainstream culture. There are obvious limits to what the school system in
itself can achieve.

It is all too easy to entertain naive expectations of multicultural education as a
means of preserving minority cultures, promoting inter-cultural harmony and of
increasing the life-chances of the children of minority groups. There are in fact
twO dilemmas that need to be recognised. First, that of reconciling the heteroge
neous needs and demands of cultural groups while maintaining the homogeneity
of the state and society. Second the dilemma posed by the needs of members of
some minority groups for education within their own culture while, for 'success'
in the terms of modern society, they need to operate successfully within the
dominant culture. Clearly there is no one enduring ideal balance to these tensions
and dilemmas. It is, rather, a matter that requires on going assessment and
sensitive political judgement and leadership.

Maori Education

From the earliest stage of New Zealand's colonial history, the education of Maori
people was seen as an important part of the process of peaceful colonisation. The
pressure for Europeanisation through education was present within the objective
of social control as well as having the more laudable aim of enabling Maori social
progress. Europeanisation remained present within the state education system as
the underlying aim of Maori education until well into the twentieth century. In
the nineteenth century, the Maori language was used as a language of instruction
in junior classes, with an early transfer to English encouraged. There was an active
discouragement of Maori language speaking in schools for many years: though
this often may have been with the laudable aim of assisting the progress of Maori
students in a European society. Since the middle of this century there have been
increasing Departmental efforts to teach Maori language and culture at all levels
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of the education system. However the attainment gap bet\veen 1\1aori and non
Maori students has remained wide and in some ways has widened whilst the
commanding heights of the educational system have remained predominantly in
Pakeha hands.

The growing emphasis given to the Treaty of Waitangi illustrates that the
educational system has an obligation to protect and develop Maori language and
culture. This may mean encouraging movement in a number of areas: the
eradication of attitudes amongst teachers and administrators disparaging of Maori
language and culture, the teaching of Maori culture (including some language
and history to all children, and greater leadership by the Department in meeting
Maori educational needs which may include more bilingual schools, alternative
(Maori) schools, special schools for Maori children, and more flexibility in
recognising the qualification of Maori language teachers and providing Maori
language teaching on demand.

In looking at primary and pre-primary education, we have developed a concept
of partnership between the family and formal educational source; in secondary
education, the concept of partnership between the formal educational source and
the individual being educated. At tertiary level we referred to the individual as
customer. In the case of Maori individuals the implications of that sort of model
are rather different than for Europeans. For Maori people, the family that is in
partnership at the primary and pre-primary stage is likely to be a different unit
than the European concept of family. The individual in partnership or acting as
customer of education at the secondary and tertiary stages may, for Maori people,
wish to act more in a group or family context than a European individual would.
Thus the institutional framework of state provision that enables a European
individual will not necessarily be an ideal institutional framework for a Maori
individual whose partnership with the school may be dependent for success on a
different cultural context. In moving to a state system that can be more enabling
and more responsive to the demands of families and individuals, the needs of the
Maori community may need to be reflected by specific institutional devices to
ensure that Maori aspirations are not filtered out by inappropriate European
institutional frameworks.

Maori Education: Suggestions

Policy initiatives for Maori education may proceed on three broad fronts. The first
front is the Maori communities' own development and revitalisation of their own
language. This is, of course, largely a matter for the Maori community but to the
extent that the formal educational system is seen as a device for cultural strength
ening and affirmation, the Maori community may expect some part of it to be
utilised for their own ends. The second front is enabling the rest of the commu
nity to acquire a more appreciative attitude and understanding of the Maori
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heritage. This may be fulfilled by the taha Iv1aori approach. The third front is to
enable Maori individuals to have access to the skills and knowledge that enable
success in the wider society.

Private Overseas Student Policy

Educational services may be exported, principally by the admission to New
Zealand state and private educational and training institutions of full-cost paying,
non-quota foreign students. The international demand for education is very large.
An estimated 1 million students are studying at higher educational levels in
countries other than our own. It is not clear what the future demand will be. At
present demand appears to be still growing and there are very large and growing
flows from countries such as Malaysia and Indonesia which are potential source
countries for overseas students studying in New Zealand. The US (t~e largest
receiver of overseas students) hosted some 18,000 students from Malaysia in
1983-4. A high percentage of these would be private students paying substantial
fees and some could well be attracted to New Zealand. New Zealand has some
comparative advantages being politically 'safe' and environmentally clean and
having English as its teaching- medium. However, New Zealand has not, as yet,
responded to the opportunities.

It would be important that our institutions have appropriate incentives to
promote the export of their own services. Some inherent incentives would include
more productive use of resources, greater ability to pursue their own academic
agenda in demand areas, the presence of academically able foreign students,
enhanced cultural diversity and scope for increasing teaching staff with greater
opportunity for promotion and for improving amenities. It will be essential to
tackle institutional factors that have significant cost effects. Once the demand and
supply for tertiary education is freed-up, there should be little objection or
disadvantage to the export of educational services and minimal danger of New
Zealand students being crowded Out. The potential advantages are considerable
not only in terms of generating exports but also in making the tertiary sector more
internationally competitive and helping overcome the essential limitations of scale
that are imposed by the small domestic population in New Zealand. Equity
concerns point to the need to make a clear distinction between admission of
foreign students on a quota and subsidised basis for aid reasons and admission on
a non-quota full cost basis for commercial reasons.
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General Conclusions

Public expenditure on education may be regarded as largely an investment in the
future for and on behalf of the rising generation. However, that rising generation
will eventually have themselves to pay the costs of their own education through
inherited public debt. If the investment is not wisely·carried out, it will impose a
net cost on them.

Our analysis suggests that there are substantial inequities and inefficiencies in
current state intervention in education. There appears to be little in the present
structure of provision to counter the general costs to Government's role or to keep
its intervention well focussed on the purposes of that intervention. Indeed, in
terms of vertical (that is socio-economic) and racial equity it is likely that tertiary
and much secondary expenditure is regressive; advantaged Pakeha gain a dispro
portionate amount of the benefit. Given the general costs to Government's role,
this is unlikely to represent a satisfactory deal for either advantaged or disadvan
taged groups. Similarly the separation of much of the state educational sector
from the forces and requirements of the wider society and economy and the
restrictions placed on the sector's responsiveness to the economy are unlikely to
assist social or economic development.

The costs of specific state interventions in education may be reduced and the
benefits increased by action at three levels. First, the purposes of state intervention
should be clearly identified and intervention minimised to that which is clearly
justifiable and cost effective. Inter alia this is likely to mean targeting funding
more on the disadvantaged and consequently reducing funding of the
advantaged, particularly at tertiary level. At the second level, given state interven
tion, action should be taken to minimise the disruption of, and help recreate the
contract between, the customer and the provider. Thus, the Government should:
avoid interposing itself between customers and providers as far as possible; eschew
disabling interventions and focus on enabling ones; increase flexibility in the
supply of educational services (for instance by removing national pay scales and
rigidities); and reduce funding tied to major educational institutions and redirect
funding to individuals, families, local groups and smaller scale institutions. At the
third level, where government interposition between customer and provider is
unavoidable, the Government should seek methods of management and account
ability which will counter rather than reinforce problems arising from the role of
Government. The following may assist: clear targets and clear allocation of
responsibility for achieving them; avoidance of placing conflicting goals on man
agers-for instance between satisfying demand side (consumer related) and sup
ply side (provide related) demands; clear incentives and sanctions; pertinent and
timely information on performance; monitoring function separated from other
functions to ensure independence and effectiveness.
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The analysis in this chapter has used as starting points some approaches familiar
to educationalists. The paper has adopted goals for Government's presence in

_education of promoting equity and social benefits, as well as the goals of meeting
agency problems and promoting efficiency. These goals, we believe, would gener
ally be accepted as valid by people involved in using and providing education in
the public sector and cannot be seen as an unwarranted or narrow economic
approach. The analysis has been deliberately constructed to recognise the func
tions of education rather than simply applying Treasury's more normal and, in
economic terms, more rigorous framework of analysis. However, although the
approach adopted serves to bring out educational concerns and priorities, the
conclusions are still an indictment of existing arrangements in the public educa
tional sector. The equity and other goals are not well met. The incentives on
teachers, parents and children promote widespread inefficiency. As a result, the
existing institutional arrangements are poor at achieving the social policy that
might be gained with a more flexible, more reactive approach, which promoted a
richer partnership, notably between the family and the school. We suggest that
educational institutions and those who teach in them may be better treated as
being primarily agents of the family and of the individual rather than of the state.
With a starting point in the family as the primary source of education and a
policy to build from that, a stronger overall educational environment can be
constructed for all children and young people.
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This book is the first volume of Treasury's briefing for
the incoming Minister of Finance, prepared in August
1987. It is a discussion of the issues and problems of
managing government activities and institutions so as to·
pursue the goal of promoting social well-being.

The chapters include a theoretical analysis of the
role of the government and a review of public sector
management. This is followed by chapters on social
policy, economic management and the Treaty of
Waitangi. A final chapter contains a review of the

. . .
current economIC sItuatIOn.

Volume II provides a more detailed analysis of
education issues.
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