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Introduction

Interest in site-based management has waxed
and waned over the last three decades. Few school
districtsin the United States have proceeded to full
implementation where most of thedistrict'sbudget is
decentralized to the site level for school decision-
making. Where this has occurred or is contempl ated,
an issue facing the school board isto determine
formulaeto all ocate resources to schools and to build
aframework for accountability in the deployment of
those resources. Thereis now substantial experience
in several nationsin addressing thisissue. Apart
from the pioneering case of the Edmonton Public
School District in Alberta, Canada, thereis nation-
wide experience in New Zealand, the United King-
dom, and in the state of Victoriain Australia, whichis
now the largest system of public schools anywhere to
have decentralized as much as 90 percent of its
school education budget.

BrianJ. Caldwell
University of Melbourne
Victoria, Australia

The significance of thisdevelopment in Austra-
liacannot be stressed too highly in the context of
developments el sewhere, including the USA: apublic
school system of 1,700 schools covering adiversity of
settings, urban and rural, has decentralized 90 percent
of itstotal school education budget, including staff. It
isradical decentralization when viewed in thiscon-
text.

The purpose of this paper isto outline principles
and practicesin resource allocation to school s under
these conditions of radical decentralization, paying
particular attention to what isunfolding in Victoria,
where acomprehensive and coherent program of
reform has been under way since late 1993. This
paper laysthe foundation for adetailed exposition of
the funding mechanism and its data requirements
provided by Peter Hill in another paper (Hill 1996).
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Principles

Thereform of schoolsin the public sector is
proceeding apacein Australiaand in comparable
nations. The broad features are essentially the same,
illustrated infigure 1 for the Schools of the Future
programin Victoria: the creation of a system of self-
managing schoolswithin acurriculum and standards
framework (‘ Curriculunmy’ infigure 1). Consistent with
effortsto restructure the public sector, there has been
downsizing of central and regional agencies, witha
small but powerful strategic core‘ steering’ the system.
While personnel for the most part remain centrally
employed, thereisincreasingly a capacity at the school
level to select staff and determine the mix of profes-
sional, para-professional, and support arrangements
(‘People’ infigure 1). Schoolshavetheir own bud-
gets, inaprocessvarioudy described as global budget-
ing or school-based budgeting,
allowing discretion in deployment at
thelocal level according to amix of
school and state priorities (' Re-
sources’ infigure 1), whichin
Victoriaisembodied in aschool
charter that providesaframework
for planning and accountability over
athree-year period (* Accountability’
infigurel).

These features are most
evidentinVictoria, wherereform
since the election of the first
Kennett Government in late 1992 is
arguably the most sweeping in any
system of state school education in Australia since
the establishment of government schoolsinthelate
nineteenth century. More than 90 percent of recur-
rent expenditureisdistributed to schoolsin aschool
global budget. In these and most other respects, the
reformsin Victoriaare most like what has occurred
in Britain and, to alesser extent, New Zedand. An
exception, at least for the present, is associated with
the distinction between self-managing and self-
governing schools, with some schoolsin Britain taking
advantage of the‘opt out’ provision of the 1988

..Victoria has the
distinction of being
the largest system of
public education
anywhere in the
world to have
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Education Reform Act, leaving their local education
authoritiesto become * grant-maintained schools.’
However, with about 1,700 schools, Victoriahasthe
distinction of being thelargest system of public
education anywhere in the world to have adopted the
new arrangements and to have decentralized such a
large part of the state budget for school education.

The forces shaping these developments are
varied, as are the ideol ogies and rhetoric that have
shaped public discourse. Inarecent review, Caldwell
(1994) examined developmentsin six nations (Austra-
lia, Canada, Hong Kong, New Zealand, United
States, and the United Kingdom) and identified five
themes: (1) efficiency and effectivenessin the
delivery of public services, (2) ideology that embraces
afaith in the market mechanism as a means of
securing improved outcomesin the delivery of
education, (3) equity intheallocation
of scarce resources, (4) empower-
ment of the school community, and
(5) research on school effectiveness
and school improvement.

Analyzing Reform in a Framework
of Values

adopted the new
arrangements and to
have decentralized
such a large part of
the state budget for
school education.

Swanson and King (1991)
provide aframework of valuesfor
the analysisof reformin school
education:

Fivevaluesor abjects of policy
that have been historically
prominent in shaping Western societies
and are also particularly relevant to
making decisions about the provision and
consumption of educational servicesare
liberty, equality, fraternity, efficiency,
and economic growth. Each has experi-
enced ascendance and descendancein
priority with changing societal circum-
stances, but none has ever lost its
relevanceentirely. Thecurrent shiftin
priorities placed on thesefive values
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underlies much of the controversy
surrounding education today. (Swanson
and King 1991, 22-23)

In Australia, educationisconstitutionally astate
responsibility, traditionally provided through relatively
centralized arrangementswherein an education
department has made most of theimportant decisions
affecting the allocation of resources. Staff were
allocated to schoolsaccording to asimpleformula
based on sizeand level of schooling; suppliesand
equipment were allocated or requisitioned along similar
lines. Thevalue of equality meant allocating uni-
formly. Thevalue of liberty meant little, for children
had to attend the school nearest their home. An early
challengeto these valueswas offered in awidely-read
critique of Freeman Buitts, visiting Australiafrom
ColumbiaUniversity, New Y ork, in hiscritique of
assumptions underlying education (Butts 1955). He
challenged the ascendance of equality asuniformity
and the absence of liberty (choice) and fraternity
(government control at the expense of community
empowerment).

A shift in the balance of these values occurred in
the 1970s, signalled in Australiain the report of the
Interim Committee of the Australian Schools Com-
mission (Karmel 1973):

The Commission favorslessrather than
more centralized control over the opera-
tion of schools. Responsibility should be
devolved asfar as possible upon the
peopleinvolvedinthe actual task of
schooling, in consultation with the
parents of the pupilswhom they teach
and, at senior levels, with the students
themselves. (Karmel 1973, 10)

Twenty yearslater, asuccessor body, the
Schools Council of the National Board of Employment
Education and Training, enunciated the same val ues,
making them more explicit in respect to the self-
managing school and the all ocation of resources, in
thisinstance concerning schooling for young adoles-
cents:
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School communities should be able to
demonstrate sufficient flexibility to
respond positively and swiftly to chang-
ing needs and circumstances. If the goal
of the self-managing school isto be
realized, then schools should havethe
capacity to modify their resourcing
arrangementsto increase learning
opportunitiesfor al young adol escents.
(Schools Council 1993, 100)

An outcome of the Australian Schools Commis-
sion was a series of specia purpose grantsto states,
many to be dispersed to schools on the basis of
submissions prepared by staff and members of the
community. The number of such grantsincreased
rapidly, supplemented by othersat theinitiative of
state governments. Thevalue of equality asunifor-
mity in resource allocation shifted to
equity or fairnessin relation to
resourcing according to specia
educational needs. The dezoning of
school attendance that occurred in
most statesin subsequent years, and
the empowerment of the community
through structures such as school
councils, raised the profile of liberty
(choice).

Coherenceinamovement
toward the concept of aschool global
budget gathered momentumin
Victoriain the early 1980s with the
introduction of program budgeting,
elevating aconcern for efficiency, and the further
empowerment of school councilsto set policy and
approve budgets, which amounted to about 5 percent
of recurrent expenditure. These devel opmentswere
stalled in the late 1980s by the opposition of teacher
unionsand parent organi zations but were moved
forward in dramatic fashion by the Kennett govern-
ment in the early 1990s, by which time a dominant

1 A Labor Government waselected on May 1, 1997 with amanifesto that
assuresthefuture of thisapproach to resourcealocation.

This shift in the
balance of values
in the 1970s was
also evident in the
United States
when early

approaches to self-
management or
school-based
management made
their appearance.
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valuewasefficiency, given thefinancial plight of
Victoria, with anationwide concern for economic
growth acontributing factor to the building of cur-
riculum and standards frameworks.

This shift in the balance of valuesin the 1970s
was also evident in the United Stateswhen early
approachesto self-management or school-based
management made their appearance. Influential
writers on school finance built acase on deficiencies
of centralized all ocation of resourcesto schoolswhich
were perceived to assume sustained growth, to
increase educational inequalities, contributeto ineffi-
cienciesand stiflecitizen participation and parental
choice of school. (Garms, Guthrie, and Pierce 1978).
Adoptioninthe United Statesin theintervening years
has been fragmented at best, with complexity in
governance arrangements and regul atory requirements
being significant contraintsin a
nation of 50 states and 15,000
public school districts. Themid-
1970sreform in school-based
budgeting in the Edmonton Public
School District in Alberta, Canada,
pioneered by long-serving superin-
tendent Michael Strembitsky,
remainsthe exemplar in North
America

Such fragmentation has not
been evident in Britain wherethe
governments of Margaret Thatcher
and John Major have assembled
theframework described at the
beginning of this paper, now implemented in England
and Walesin more than 25,000 schoolsin over 100
local education authorities. There now appearsto be
asettlement along political lines on the major feature
of theframework with partiesvying in their promises
of what proportion of alocal education authority’s
school budget ought to be decentralized to schools.
The current minimum of 85 percent islikely toriseto
90 percent, comparableto Victoria, or evento 95
percent in the change of government anticipated in the
months ahead.! A leading British scholar onthe



economicsand finance of school education, Rosalind
Levacic, concludesthat the valuesdriving self-
management, or local management asitisknownin
that country, are efficiency, effectivenessand choice
(Levacic 1995, 19). She adds equity in setting criteria
to judge the outcomes, nominating procedural equity

(* consistent application of agreed rules’) and distribu-
tive equity (* distribution of income and wealth and the
meansto obtaining these'), with the latter comprising
horizontal equity (‘ every individual inlike circum-
stances should receive the sametreatment’) and
vertical equity (‘individualswho have different needs
should betreated in wayswhich compensate for these
differences’) (Levacic 1995, 30-32). According to
Levacic, the basesfor all ocating resourcesto schools
in asystem of self-managing schools ought to reflect
these criteria.

Principles Underpinning the
School Global Budget in Victoria

Principles and Practices in Resource Allocation

Pre-eminence of educational considerations

Determining what factors ought to beincluded in
the construction of the School Global Budget and
what ought to betheir relative weighting are pre-
eminently educational considerations.

Fairness

Schoolswith the same mix of learning needs
should receive the sametotal of resourcesinthe
School Global Budget.

Transparency

Thebasisfor allocationsin the School Global
Budget should be clear and readily understandabl e by
al with aninterest. The basisfor the allocation of
resourcesto each and every school
should be made public.

Having determined
that approximately 90
percent of the state's
budget for schools
would be allocated to
schools through a

Having determined that approxi-
mately 90 percent of the state’s
budget for schoolswould be allocated
to school sthrough amechanism
known asthe School Global Budget,
the Kennett Government had to
establish abasisfor alocation. To
assist in thistask, a committee was
set up to advise the Minister for
Education. Therecommendationsin
two reports (Education Committee
1994; Education Committee 1995)
were accepted and implemented, with
per-capita core funding supplemented by needs-based
alocationsfor students at educational risk, students
with disabilities and impairments, rurality and isola-
tion, students with non-English-speaking back-
grounds, and priority programs. Of particular interest
arethe principlesthat the committee adopted from the
outset:

mechanism known as
the School Global
Budget, the Kennett
Government had to
establish a
allocation.

Subsidiarity

Decisionson resource aloca-
tion should only be made centrally
if they cannot be madelocally.
Decisionson itemsof expenditure
should only be excluded fromthe
School Global Budget if schoolsdo
not control expenditure, if thereis
excessive variation of expenditure,
if expenditure patterns are unpre-
dictable, if expenditureisonce-off,
or for expenditurefor which
schools are payment conduits.

basis for

Accountability

A school which receivesresources becauseit has
students with a certain mix of learning needs hasthe
responsibility of providing programsto meet those
needs, hasthe authority to make decisions on how
thoseresourceswill be allocated, and should be
accountablefor the use of those resources, including
outcomesin relation to learning needs.
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Strategic implementation

When new funding arrangementsareindicated,
they should beimplemented progressively over severd
yearsto eliminate dramatic changesin the funding
levelsof schoolsfrom oneyear to another.

(Education Committee 1994, 1995)

The committee found that the size of the current
differential in alocationsto elementary and secondary
schoolsin favor of thelatter was not warranted if the
first principle (* pre-eminence of educational consider-
ations’) wastaken into account. Accordingly, it
recommended that allocations reflect needs at different
stages of schooling (P4, 5-8, and 9-12) and contin-
uesitswork that will lead to the submission of afinal
report in December 1996. In doing so, it ispaying
particul ar attention to research on
school and classroom effectiveness,
especialy inthe early elementary
yearsfor outcomesin literacy, and in
themiddleyears, for issues associ-
ated with student alienation. Itis
likely that changeswill be recom-
mended inrelativitiesfor allocations
at different levelsof schooling.
Having expressed aview that thereis
no justification for reducing levels of
funding at the secondary level, itis
evident that the principle of strategic
implementation will beinvoked and
that efficiency will be aparamount
consideration. Thisfurther work
suggeststhat the principles of effectivenessand
efficiency, impliedinitswork thusfar, ought now to
be made explicit, perhapsa ong thefollowing lines:

Effectiveness

Relativitiesamong alocationsin the School
Global Budget should reflect knowledge about school
and classroom effectiveness.

..the elements of
the framework that
are shaping
developments in
Victoria are
efficiency (and

effectiveness),
equity (both
procedural and
distributive), and
liberty (choice).
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Efficiency

Allocationsin the School Global Budget should
reflect knowledge about the most cost effective ways
of achieving desired outcomesin schooling.

Adopting thisview of efficiency acknowledges
that efficiency isalso affected by the state of know!-
edge on effectiveness and therate of take up of this
knowledgein schools. Hywel Thomas (1996), like
Levacic, aleading British scholar on the economics
and finance of education, contends that efficiency will
be constrained by knowledge and the capacity to
apply knowledge of what will yield ahigher output
and, for thisand other reasons, suggeststhere are
limitsto efficiency in schools:

That this should be so turns primarily on
the absence of aconvincing or
wholly adequate theory of
learning—a prerequisitefor
specifying clear technical
relationships asapredictive
basisfor therelationship
between inputs and educational
outcomes... Thereisthe added
difficulty that schoolsare multi-
purpose organizations and the
achievement of somegoalsare
not always compatiblewith
others. (Thomas 1996, 34-35)

He proposesthat schools
should seek to become more cost effective, an effi-
ciency-related concept, engaging in cost-effectiveness
analysisthat ‘ compares aternative ways of achieving
the same objective: the most cost effectivewill bethe
least costly of alternatives being compared, whichis
not necessarily the cheapest possible method of
attaining the objective (Thomas 1996, 35).’

In general, the elements of the framework that
are shaping developmentsin Victoriaare efficiency
(and effectiveness), equity (both procedural and
distributive), and liberty (choice).



Practices

Applying these principlesin Victoriaisacomplex
process that has been under way since 1994. That it
should be so complex and time-consuming is astonish-
ing, given that the system of public education has been
established for well over acentury and that relatively
sophisticated accounting and management information
systems have been around for a decade or more.
Particular attention isgiven hereto two particular
issuesthat have proved problematic in different
settings. Thefirstishow resourcesareallocated
among elementary and secondary schools, given that
perceived inequity has been acontentious matter. The
second ishow resources are all ocated to meet the
needs of students at educational risk, studentswith
disabilitiesand impairments, or studentsfrom anon-
English speaking background.

The best established practice
inaninternational comparisonisto
befoundin Edmonton, Alberta,
Canadawhichinrecent yearshas
settled onasmpleeight level

The best established
practice in an
international
comparison is to be
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Asnoted at the outset, however, the Edmonton
example, whilelong-standing, stable and successful,
does not readily trandlate to much larger settingsand
greater diversity in student population. Approachesin
Victoria(Australia) and England and Wales (Britain)
arebriefly summarized.

Australia (Victoria)

There are six elementsin the approach to
resourceallocationinVictoria. Corefunding accounts
for about 90 percent of allocationsto school global
budgets, and this coversteaching and non-teaching
staff costs, teaching and administrative support,
salary-related and premises-related costs. Thebasis
for alocation to schoolshas been strictly along
elementary and secondary lines, the educational
rationale for which has been challenged during the
work of the Education Committee
making recommendationsto the
Minister for Education. The Educa-
tion Committeeis currently working
on a'stages of schooling’ approach,
with three stages under consideration:

approach to alocation of resources
to schools, with relativitiesranging
from 1.00 for studentsin regular
kindergarten, elementary, junior
high, and senior high programs, to
6.34 for studentswho are hearing
impaired, visually impaired, autistic,

found in Edmonton,
Alberta, Canada which

in recent years has
settled on a simple
eight level approach to
allocation of resources
to schools...

Preparatory (Kindergarten) to Y ear 4,
Years5-8, and Years 9-12.

Four elements are concerned
with special learning needsand are
associated with effortsto develop
school indicesor classificationsthat

deaf and blind, or physically
handicapped at the most severelevel
(these relativities are for 1993-94;
there have been changesin recent years, including a
higher relativity for senior high). Noteworthy isthe
equity in per student allocationsfor students at
different levelsof schooling, dating from historic
collective agreementsin the early 1970sthat achieved
parity in working conditionsfor teachers acrossthe
system, and simplicity of the approach, with most
levels connected to different levels of resourcesfor
studentswith special |earning needs.

take account of differencesamong
students or schools. Thesefour
elementsaretitled special learning
needs (students at educational risk), rurality and
isolation, students with disabilities and impairments,
and studentsfrom non-English speaking backgrounds.
The most notable development inthe last twelve
monthsisin respect to the special learning needs
element, with ashift away from aschool index of
need based on out-of -date census information that
classified the school community rather than the
characteristics of students, to asix-component index
that includes measures of aboriginality, entitlement to
specia family financial support, family circumstances
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(living with neither, one or two parents), language
spoken at home, occupation of highest-earning
breadwinner, and transience (mobility). Theindex of
need now in placereflectsactual student characteris-
ticsfor thoseregistered in the school in the year for
which resources areto be allocated. Details of these
developments are provided by Hill (1996).

Allocationsfor studentswith disabilitiesand
imparmentsinvolve six levelsin aclassification of
need. Studentsare classified in aschool-based
process of datacollection involving teachers, parents,
and specialists. The developmental processhas
revealed significant historical inequitiesin resource
allocation, and the task now facing the Education
Committeeisestablishing afair and transparent
approach that will be effective and efficient.

The sixth element in the allocation isfor priority
programs, essentially allocations
that apply to particular school such
asinstrumental music that cannot be
readily translated into aformula.

Britain

Whilethereisno prescribed
funding model in Britain, local
education authoritiesmust alocate at
least 80 percent on the basis of
student numbers, with no more than
5 percent for studentswith special
educational needs. The so-called
Age-Weighted Pupil Unit has been
used amost universally, with most authorities now
tying this closely to the Key Stages of Learning in the
National Curriculum (infantsup to age 7, juniors
aged 7 to 11, pre-GCSE aged 11 to 14, preparation
for GCSE, and equivalent vocational pathways aged
1410 16). Disparitiesin funding between elementary
and secondary are as much aconcern asin Victoria.
Effortsto develop amore educationally defensible
approach to resource allocation, generally known as
“activity led funding,” have limitations for arange of

While there is no
prescribed funding
model in Britain,
local education
authorities must
allocate at least 80

percent on the basis
of student numbers,
with no more than 5
percent for students
with special
educational needs.
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reasons, including complexity, prescriptiveness, and
input orientation.

Thethree categoriesin the Victorian context of
students at educational risk, studentswith disabilities
and impairments, and studentsfrom anon-English
speaking background, may be broadly matched to
what are described in England as students with special
educational needs (SEN). Thechief indicator in
England for ‘at risk’ students has been the number
who are entitled to receive afree school meal, which
for the most part isan indicator of socio-economic
disadvantage. Some authoritiesincorporate measures
of literacy and degrees of fluency inlanguage. There
isaclearly discernible effort to develop amore
systematic approach to theidentification of need, in
much the samefashion asthat underway in Victoria,
with aso-called audit approach increasingly favored.
Thiscallsfor dataon theindividual needs of students
to be collected at the school level
according to levels of need specified
in afive-stage Code of Practice.

Therecently adopted Code of
Practice isintended to cover the
needs of about 20 percent of stu-
dentsin the school population who
may be expected to have some
special educational need during the
course of their schooling. The Code
specifiesfive stagesfor theidentifi-
cation and assessment of special
education needs, with thefirst three
carried out at the school level and
last two carried out at the authority level. Statements
areissued for students with such needs, and these
specify what programs and outcomes are expected,
with appropriate accountability mechanisms at each
point in the process.

Delegated budgets are only now being extended
to specia schoolsin England, with al to have global
budgets by 1996-97. Specia schoolsare currently
funded on the basis of a specified number of ‘places



at a school, weighted for types of need. A feasibility
study commissioned by the then Department of
Education and Science (Touche Ross 1990) advocated
three componentsin funding formulaefor special
schoolsinthefuture: a‘place’ element, apupil
element, and anon-pupil element. Thisstudy recom-
mended against categorization of individual students
and called for high levelsof transparency and flexibil-
ity inthe use of funds, subject to accountahility
requirements as subsequently set out in the Code of
Practice.

Outcomes

The most comprehensive research to date on the
impact of these mechanisms has been donein Britain,
where up to eight years' experience has been gained.
Levacic (1995, 190) found that, of four criteria
(effectiveness, efficiency, equity, and choice), ‘ cost-
efficiency isthe onefor which there
ismost evidencethat local manage-
ment has achieved the aims set for it
by government,” especialy through
the opportunity it providesfor
schoolsto purchase at alower cost
for agiven quality or quantity than
in the past, and by allowing re-
source mixesthat were not possible
or readily attainable under previous
more centralized arrangements. She
found evidencefor effectivenessto
be moretenuous, although the
presumed link isthrough efficiency,
making resources avail ableto meet
needs not ableto be addressed previoudly.

In Britain, as €l sewhere, there has been no
research to determine the cause-and-effect relationship
between self-management and discretionary use of
resources and improved learning outcomesfor stu-
dents, although thereis opinion to the effect that gains
have been made. Bullock and Thomas (1994, 134-
134) reported that an increasing number of principals
believethere are benefitsfrom local management for
student learning. Inresponding to the statement that

for which there is
most evidence that
local management
has achieved the
aims set for it by
government,'...
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‘Children’ slearning isbenefiting from LM,’ the
number of agreements among elementary principals
increased from 30 percent in 1992 to 44 percent in
1992 to 47 percent in 1993. A similar pattern was
evident among principals of secondary schools,
increasing from 34 percent in 1991 to 46 percent in
1992 to 50 percent in 1993. Among both elementary
and secondary principals, thosein larger schoolswere
more positive than thosein smaller schools. For
example, in 1993, among el ementary principals, 41
percent of thosein smaller school s agreed compared
with 50 percent in larger schools; among secondary
principals; 30 percent of thosein smaller schools
agreed compared to 80 percent of thosein larger
schools.

On other outcomes, while her research did not
explicitly addressthese elements, Levacic cited the
case study research of Ball (1993) and Bowe et al.
(19944, 1994b) in respect to distribu-
tive equity and choice:

Levacic..found that,
of four criteria
(effectiveness,
efficiency, equity,
and choice), 'cost-
efficiency is the one

... theindications are that
socidly disadvantaged parents
arelessableto avoid ineffective
schoolsfor their children. There
isalso ad hoc evidence that
schoolsin socially deprived areas
have suffered aloss of pupilsto
other schools... (Levacic 1995,
195)

Such effectsraise the stakesin
ensuring that all schoolsdevelop a
capacity for school improvement, drawing on much
sturdier ‘theoriesof learning’ derived from research
on school and classroom effectivenessthan have
existed inthe past. Alsoindicated isan approach to
marketing that ensuresall parents haveinformation
about schoolsthat their children may attend.

The most sustained positiveview in North
Americaispresented in surveysof opinioninthe
Edmonton Public School District in Alberta, Canada, a
city system of about 200 schoolswith 15 years
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experience. Intheearly stages, the focus of school-
based management in Edmonton was the budget;
henceitsearly designation asan initiative in school -
based budgeting. All principals, teachers, students,
system personnel and arepresentative sample of
parentsare surveyed annually. Brown'’sindependent
analysisof the evidenceled himto observethat:

The Edmonton surveysrevea anin-
creasein theform of satisfactions
registered by large numbers of parents,
students, and personnel workingin
schoolsand district office. Theseresults
appear stable, significant, and superior to
those observed in general surveys
conducted in therest of Canadaand
United States. (Brown 1990, 247)

InVictorig, theVictorian
Primary [Elementary] Principas
Association, the Victorian Associa-

effects of capacities nurtured by thereformsand
perceived curriculum and learning outcomes.

The Decade Ahead

Whilethereismuch further devel opmental work
and research to be undertaken in Victoriaand el se-
where, nationally and internationally, it isclear that the
broad framework described in this paper will stabilize
and shape the management of public education, at
least to the end of the decade.

One outcome of thereformsislikely to be
increased economic awareness at the school level and,
arguably, acontribution to theories of economicsas
applied to public education. While some academics
and senior policy makerswerefamiliar with the
concepts, termslike efficiency and economics have
traditionally been anathemato those
in schools. Indeed, itisastonishing
that it isonly now, in the late twenti-

tion of State Secondary Principals,
the Department of Education, and
the University of Melbourne have
formed aconsortium to monitor
processes and outcomes over afive-
year period to 1997. To date there
have been 6 state-wide surveys of
principalsand 15 focused investiga-
tions by post-graduate research
candidates at the University of
Melbourne (Cooperative Research
Project 1994, 1995a, 1995b, 1996,
1997). Benefitsto date as reported
by principalslie mainly in the area

of planning and resource all ocation, suggesting a

One outcome of the
reforms is likely to
be increased
gconomic awareness
at the school level
and, arguably, a

contribution to
theories of
economies as
applied to public
education.

contribution to cost-efficiency, but confidence that

therewill be animpact on outcomesfor studentsis
relatively high. 1nthe most recent survey (Coopera-

eth century, more than one hundred
years after the formation of systems
of public education, that the basisfor
allocating resources among schools
has become transparent. In each
setting, the concepts of efficiency,
effectivenessand equity arelikely to
gain currency with the heightened
focus on outcomesthat arisesfrom
implementation of acurriculum and
standardsframework and account-
ability processes. Itislikely that
discourse on economics and educa-
tionwill start to converge after

decades of divergence.

Peter Drucker (1995) offersan insight that
suggeststhat these devel opmentsin schoolswill

tive Research Project 1997), 85 percent of principals
rated the realization of improved |earning outcomes
for students at 3 or higher on a5 point scale (from 1
‘low’ to5*high’). A robust explanatory model has
been derived from the datato show direct and indirect
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contribute to theory in the economics of education.
Drucker spells out the opportunities and the threatsto
school education in the * knowledge society:’



Paradoxically [in the knowledge society],
this may not necessarily mean that the
school asweknow it will becomemore
important. For inthe knowledge society
clearly more and more knowledge, and
especialy advanced knowledge, will be
acquired well past the age of formal
schooling, and increasingly, perhaps, in
and through educational processesthat
do not center on thetraditional school—
for example, systematic continuing
education offered at the place of employ-
ment. But at the same time, thereisvery
little doubt that the performance of
schools and the basic values of the
schoolswill increasingly become of
concern to society asawhole, rather
than be considered ‘ professional’” matters
that can safely be left to the * educator.’
(Drucker 1995, 204-205)

He set six priority tasksfor
society in the 21st century, and three
of theseinvolveknowledge and
education:

*  Wewill haveto think through
education—itspurpose, itsvalue,
itscontent. Wewill havetolearn
to definethe quality of education
and the productivity of education,
to measure both and manage both
(p. 236).

*  Weneed systematic work on the quality of
knowledge and the productivity of knowledge—
neither even defined so far. On thosetwo, the
performance capacity, and perhaps even the
surviva of any organization inthe knowledge
society will increasingly come to depend (pp. 236-
237).

*  Weneedto develop an economic theory appropri-
ateto the primacy of the world economy inwhich

..Victoria, Australia,
the largest anywhere
in the public sector...
decentralized as much
as 90 percent of
resources in its school

education budget, to
be deployed at the
local level within a

comprehensive and
coherent framework...
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knowledge has become the key economic re-
source and the dominant—and perhaps even the
only—source of comparative advantage (p. 237).

Conclusion

These priority tasksin Drucker’s agendafor the
twenty-first century place a high premium on the
capacity to define, gather, and utilize information for
education and schooling in the knowledge society.
However, the groundwork has already been laid, and
isespecially evident in systems of education where
there has been radical decentralization, asillustrated
in Victoria, Australia, the largest anywherein the
public sector to have decentralized as much as 90
percent of resourcesinitsschool education budget, to
be deployed at thelocal level within acomprehensive
and coherent framework along thelinesillustrated at
the outset.

Site-based management on
this scale hasforced the creation of
resource all ocation mechanisms that
aredefensible according to prin-
ciplessuch asefficiency, effective-
ness, fairness, transparency,
sushsidiarity, and accountability.
When applied in alocationsto meet
gpecial learning needs, dataare
complex and their collection and
utilization a challenge from the
outset. Thedevelopment of a
comprehensive computer-based
management information systemis
aprerequisitefor success.

At the school level, these same principles ought
to apply and, as at the system level, the achievement
of efficiency and effectivenessisdependent onthe
level of knowledge about ‘what works' . Theincreas-
ingly comprehensive knowledge base on school and
classroom effectiveness and improvement must now
shapepracticeat al levels. Giventypical patterns of
knowledge utilization, this provides asubstantial
agendafor professional development. Given that the
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knowledge baseisincomplete, eachinitiativein site-
based management should have aresearch component
to guide resource all ocation and deployment in the
manner illustrated in the devel opment and refinement
of the School Global Budget in Victoria (Hill 1996).

Under these circumstances, what is at first sight
atechnical reforminresourcealocationis, inreality,
adeeply complex transformation, underpinned by
fundamental values, and driven by arich array of
datain every element of the management process at
all levelsof schooling. Itisan exciting and challeng-
ing time for those with an interest in educational data.
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