Education Report;  Improving the qualtty of the government's o

investment in education

Executive Summary .....

This paper acborﬁpanies a separate paper with our initial édvice on 2008 Vote:
Education Budget management. This paper is intended to support an initial discussion
on short and longer term options for management of govemment’s expenditure In
education. o .

Government expendlture on education Is forecast to be $10.7 btliion, or 17 5 percent of
core Crown expenses in 2008/09, Improving the quality of the government’s invastment
in education means focussing our efforts on gatttng better value from ex[stlng
expend;ture by:

© «  reassessing that we are doing ‘the nght things as well as assessing whethar we
are doing them well;

» repriorilising or befter targeting existlng expanditure in line wlth the
govemment's prioritias in education; .

. reduclng compliance costs on the seclor so that affort ts focussed on front tine
: aclivlty, and r o

e lmpmvtng accountabtltty for performance.

Ensuring that we are getting lhe best value out of current expenditure will atso hetp us
maximise the Value from any new expenditure on goverinment's priorities ln educatlon

While making the best use of resourcas within the education sector is a]ways

- important, it will be an even greater priority as we enter a time of fiscal constraint.

~ There are a number of areas that could be explored to achleve savings and manage

- cost pressures on the system in the short term, while still ensuring that eur focus is on e

tmproving tha qualtty of the government's investment in eduoatlon

The ministry asks you to tndlcate your interest In receiving further advtce in a numbar of
areasasbalow _

* Recommended Actions

- - Itls recommended that the Minlster of Education:

| "a. note the overall focus of this programme of work ts on Improvlng the qualily of
tha government 8 Investment in education. TR
_ _ NOTED

b. hote The Minlstry of Education Is undertaking a review of deparimental baseline
expenditure, The review s designed to tast the efficlency of the ministry's



business processes and use of resources, and to identify how we can better carry
out our business. The ministry will brief you shortly on progress, and seek an
indication from you as o how you wish to be sngaged with the review.

NOTED

agree to the Minfstry of Education providing further advice in sarly Februa% 2009
on immediate savings that could be made by ceasing the funding of low priorty or

ineffective programmes and by reprioritising and pooling contestable funding

(refer paragraphs 6-11).
DISAGREE

indlcate your interest in receiving advice on programmes of work to generate
savings or efficlency in the following areas (see paragraphs 12-18):

i. Professional development of teachers YES JNO
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iii. Speclat education additional teacher time YESANG ) _ pnuid @aﬁ“
iv. School fransport assistance @I NO °{’W )

agree to the Minisiry of Education providing further advice In February 2009 on a
programme of action to reduce compliance costs and duplicalion of effort in

education (refer paragraphs 18-22).
(AGREE ) DISAGREE

indicate your inferest in further discussions with officlale during February 2009
about the work that could be undertaken on the functions and scale of central
education agencies, within the context of broader thinking about the regulatery
and accountability framework for schools and early childhood educatlon centres
and the government's objectives for tertiary education (refer parag&ﬂ;&?).

YES/NO

indicate your Interest in receiving advice about improving outcomes and realising
greater value from expenditure in the schooling sector (refer paragraphs 28-32)
through;
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indicate your interest In receiving advice on managing cost pressures, while
Improving the quality of government's investment In early childhood education by
more targeted policles to encourage participation In, and quality provision of,
early childhood education (refer paragraphs 33-36), O
YES/NO



i. Indleate your interest in receiving advice on addressing cost and parficipation
pressures In tertlary education, the largest of which is adjusting funding rates
according to the consumer price index (refer paragraphs 37-35).

YESYNO
Ji Indicate your interast in recsiving advice early in February 2009 as part of the
lead up to the Budgst (refer paragraphs 40-46) on:

I. shifting the balance betwsen funding volumes {student participation)
and price (per student subsidies to providers) in the terfiary system.

[ deteted — Contidenks "l"\)j W ES/NO
alict

iil. opportunities to enable funding of the Youth Guarantee. @S) NO '

AN

Rob Mcintosh
Deputy Secretary
Strategy and System Performance

o

Hon Anne Tolley
Minister of Education
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o Educatlon Report lmprovmg the quality of the government‘ kN
L ~investment in education L

Purpose of Report e

1. This papar is intended to support an |nlt!al discussion on short and longer term
optioens for management of government's expenditure in education, The papser
- describes some of the areas that could be explored to achleve savings In the
.. short term, cholces that can be made about the management of cost pressures in
the system, and work to reduce compliance cosis and get bstter valus from

" existing expenditure on education, over the medium fo longer term,

Background

2, As ouﬂrned In our 2008 Brlefing ioc the Incoming Mlnister (BIM), public
expenditure on education has mcreased around 4 percent a year in real terms
: batwean 2000 and 2008. o : _
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Percantages might nat sum to 100 parcent dua {o rounding, Expendifure ﬂgu;es have been
adjusied {o 2008 dollars using the CPI. :

2000-2008 figuras are aclual; 2008 |s forecast. Percenlages Indicale each mmpunenl f:
. proporfion of annual education sxpenditure. Terllary axpendrture in 2008 excludes an (nflial fa!r-
.. value change In sludent loans of $1,501m (real).

*Deparimental and other education expendilure” includas deparimental outputs of the Ministry of
Educallon, Education Review Office, and the Minisiry of Soclal Development's adminisiralion of
student support, 1t also Includes funding for the New Zealand Qualificalions Autherlty, Careers
Servicas, and the New Zealand Teachers Council. It includes depredaﬂon for schnoi property,

" but exdudes the caplial charge.



. The bulk of expendriure is allocated through large programmes to education
" providers and, in the case of the terliary sector, also to students. ‘There are

opticns avallable o achieve savmgs in the short term and reprionttse expenditure
lhrough polioy changes

The. programme presehted below comprises elements that could yield some
savings in Budget 2009 as well as work that might produce efficiency or

- effectlvensss improvements over a longer {ime frame. There are policy optionsto . = . .
help manage cost pressures In the major areas of expendlture aver: oom1ng T

years,

In considen'ng the choices avallable, we have taken aooount of ihe goverhrrrent*s
intention to put more resources in the hands of providers wherever possible and
to look {o reduce bureaucracy and compliance costs,

Disoussion

Ach!evmg lmmedlate savlngs by oeaslng the funding of low prlnrlty or ineffective
programmes ' RSN L

&

10.

- Whila there has been a significant effort over the last decade to strengthen the
- efficacy of expendilure in the compulsory education sector by diracting resources
- fo programmes with a strong expected Impact on student outcomes (e.g.
- professional development In the teaching of literacy and numeracy, schooling

improvement interventions), there have also been a number of programmes
where the evidence of expected success is lacking or that have not delivered the
results expscted, i

There are & number of professional development programmes for teachers,
Education for Susiainability is an example, that fall into this category. A decision

. to reduce, remove or refocus these programmes would have the double benefit of
. freeing expenditure {o help finance the government's priorities and also reduce
~ the level of distraotton and fragmentation of effort wlthin schools, . - -

B 'Contastable funding is ueed to pursue a apegcific objeotive at limited oost bacause

the number of recipient schools is resiricled, The effectiveness of such
programmes is often questionable and there is a significant slemant of
compliance cost for schools who racelve contestable funding. Contestable funds
totalled approximately $38m or 32 percent of all discretionary funding in
2007/08. Examples are the Community Based Language Inltiat[ve and Extending
High Standards Across Schools '

' Seotor representatiues have been clear that they consider contestable funds to

ba a poor mechanism for the effective delivery of resources, due to the need for
schools to compete: for funding, the time limits placad on funding (typlcally three

years in duration) and the compliance costs associated with applylng and ..

reporting.

The govemmsnt has stated its inteniion that the Minisity of Education's
contestable funding pools will be reprieritised and the funds used to run special

. programmes to deal with disruptive pupile. - Additionally, the government has



signalled its Intention to deal with truancy. There are a number of optiens that
could be explored to repriorilise funds to maximise the impact of funding for
schools to deal with disruptive pupils and truants.

11, . If you are comfortable with the appreach outlined above to achieving savings
through ceasing the funding of low prictity or ineffective programmes Iin the
scheoling sector, the ministry can provide you with more detalled reports on
these programmes (and other areas where immediate savings could be made) In
early February, as par of the lead up to Budgst 2009.

Generating savings or efflclancy from changing ways of doing things

12.  There is also scopa fo improve value from existing expenditure through reviewing
the allocation mechanism or the delivery arrangements for programmes. This
could lead to grealer efficlency in resource use or greater effectiveness in
achieving outcomes,
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16.  An estimated $80m per annum [s spent on additional teacher time for each ¢hild
verified for support from the Ongoing and Reviewable Resourcing Schemes
(ORRS), The 0.1 or 0.2 FTE par child should have training, profassional

.

development and experience In the student's special education requirements.

16. The effectivensss of these programmes in improving student outcomss Is
variable and there are questions about the distribution of, and access to, these
resources. Ways to Improve the effectiveness and/or slignment of thesa
arrangements could be explored.

17.  School transport is provided to children of familles living In areas where there is
no public passenger seivice avallable, and to students with speclal nseds. The
cost of this service is approximately $130m per annum, There are options for
pricing, such as Infroducing a co-payment, and/or changes to the distance or
other criteria for access to school franspor, that could be explored to manage the
costs to government of providing this service.

18, Specific optlons for realising efficlency or savings in these areas will need to be
worked through, The ministry would like you to indicate your lavel of Interest In

receiving further advice on getting the most out of L“ Selebe ) = (on l’_;)m}»;ql-
el )
0 (’ ad )(.g/j j
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additional teaéhar time andfor school transport.
The minisltry would then respond with a programme of work, including timing of
dacision polnts, for your considaration, : o

Reducing compiiance costs

18.

20.

21.

22,

- agencies [n a number of areas.

There are a number of areas whare there is scope to reduce compliance costs on
the sector and duplication of effort across agencies.

- For example, quality assurance roles In sarly childhood education (ECE) are splil

between the minisiry, for licensing to ensure minimum requirements are being

- met, and ERO, which evaluates the quality of services. Thers. may be some

overlap between these two functions, especially where the ministry licenses on
the basis that the service has the resources, policies, plans and documentation
necessary to deliver the curricuium. The minisiry also has a role in administration
of funding. There might be scope to reduce compliance and regulation costs by

 reducing the requirements on services for recelpt of funding.

Licensing of ECE services also forms part of a wider network of fegulatory

requirements, which includes Resource Management regulation, local councils o
and regional bodies, Building Code compliances and fire safety. Some part of .

compliance coste on ECE services may therefors be better examined from a
cross-govemnment perspective, invesligation of these areas couid reduce the
compliance costs on ECE centres and the costs of administration at the centre.

We could provide you with further advice by February 2008 on a programme of
action to reduce compliance costs on the sector and duplication of effart batween

Generating savings or efficlency by looking at the functions of the centre S

23.

24.

25,

. 28

The Ministry is undertaking a review of departmental baseline expendilure. The
review is designed to test the efficlency of the Minlstry's business procesees and
use of resources, and to identify how we can better carry out our business. The
ministry will brisf you shertly on progress, and seek an indication from you ag to
how you wish to be engaged with the review. S

- As oullined In the BIM, the scope and expectations of central education
- agencies, and In particular, the Ministry of Education, have grown. In the
* ministry's view, decislons about the size and cost of caniral education agencies
~should be taken In the context of broader thinking on the regulatory and jf |
- accountabilty framework for schools and ECE centres and the government's

oblectives for tertiary education.

Under the new investment épproach for tertiary education, government makes
more dellbsrate decisions about where and what it invests in, This investment
approach to funding has been combined with a stronger focus on managing the

- network to avold duplication of provision and ensure that terllary organisations
 take into account regional and natlonal prioritles. C

The BIM suggests that the current functions 'o'f the centre and education
. providers could be assessed by asking the following sorts of questions:



+ Are the current decision makers in education — the minisiry, Crown entities,
teachers — most likely to have the Information available to make the best
decisions, based on an understanding of the consequencas and benefits of
those decisions?

+ Do we have the accountabilities right? Should sducation providers have more
or less autonomy depending on their performanca?

¢+ Isthe function nacessary?

+ Would a change to the location of service delivery or declsion making deliver
better education outcomes or a better use of resources, or both?

» Forterllary education, how could the administration of the investment system
be streamlined and simplified fo reduce compliance costs for ths sector and
government?

27. The ministry would llke you to indicate whether you are interested in further
discussions with officials during February 2009 about the work that could be
undertaken on the functiohs and scale of central education agencies.

Realising greater value from expenditure In the schooling sactor

28. Expenditure on schooling, which made up 48 percent of education expenditure in
2008, has grown by an average of 2 percent per year In real terms since 2000.
This includes growth in schools’ operations grants and teachers' salarles.

29, Changes that reduce expenditure in many of these areas are unlikely in the short
term. The key will be to realise greater value from existing expenditure. In this
regard, pollcy commilments with respect to standards, assessment and °*

transparency of information have an imporiant role to play., Accountabllity
arrangements in the schooling sector are also key.
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32, The BIM noted that several collectlve employment agreements expire In 2009
and 2010, ST
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Managlng cost and participation pressures in early childhood education

33.

34,

35,

- 36

ECE expenditure, which made up 9 percent of educat[on'ezxpandlture in 2008,

has grown by an average of 11 percent per year in real terms since 2000,

_ The government has Indicated that it intends keeping existing subsidles and fes

cantrols assoclated with 20 Hours ECE and include other EGE cenfras, It has
also indicated that it will tackle teacher shortages and reduce staffratios. == -

Two key dﬁvers of the growth In aS:’ple'n.diture hava been polfctes' that have
focussed on the quality and affordability of ECE — principally paying for the costs

of qualified teachers to minimise those costs baing passed on to parents, and the ~

cost of 20 Hours ECE. There has alsc been steady growth in hours of children's
particlpalion driven by growing demand from working parents. ;

In terms of educatlon:odfcomes, the marginal benefits from these policles are not

- llkely to be as great as could bs achievad from more targeted expenditure, Given

the cost pressures in this significant area of expenditure, the ministry would (lke

- you to indicate whether you are interested in receiving advice on more cost- -

~-sffective ways to encourage parlicipafion in ECE among groups who would
- bensfit the most, and advice on less costly ways to Improve the quality of ECE

provision, -

Managing cost and pé;ﬂcipatlon pressures in _ter_t_l_ary education

37.

38.

38,

40,

- and

Expenditure on tertiary education has risen at an average rate of around B

‘percent & year in real terms since 2000. Under the controlled funding system, o
- there are no automatic increases In tertiary education funding and cost pressures .
- are considered at each Budget, R IR

- Cost presswes for most tertiary education pmﬁfsion have been addressed

through discrete decisions that have seen:

Censumer Price Indexation (CPl) across a range of tertlary funds, Including the
Student Achievement Component .(SAC) and the Tertlary Education
Organisatlon Component (TEOC); - - SRR

funding increasas in:_te_r_t_iary participation acfoss bogh_ if_jdustry iréinfng and SAGC;

funding Increases' in 'u:n'lversity basslines, specific funding Initlatives to support

Institutes of Technology and Polytechnics, and capital investment funding for

Tertiary Education Institutions. _

The Iéréeét cost is CPI adjuslma.n't.s_. A three year CPI adjusirhénl (2009, 2010

‘and 2011) was made in Budget 2008, Continuing with this approach would

involve adding a CPI adjustment for 2012, and updating the CPI figures for 2010

and 2011. Initial estimates suggest the four-year cost of this would be $100- -

$150 milifen. The ministry would like you to ndicate your interest in receiving
advice on modifying or changing this approach to tertiary funding. S

Providers face cost pressures under constralned funding and want fo maintain

the quality of courses. The concern is that, under current funding arrangements,
where government funds places in terliary education and timits providers' ability

S I 10



41,
-+ Zealand funds more participation in terliary educatlon {except Australia), requires
- lower financial contributions for degree-leve! courses from students, and prov:des

42,

43,
- providere in New Zealand are relatlvely low by intemational standards (compared
~ with USA, UK, Australia and Canada), ai}d the proporﬂon of ierilary funding

4,

- to ganerata revenue (through student fees and govemment subsidies), course

quality might decline. In the ministry's view, changing the relative balance
hetwesn government funding for paﬁlclpaﬁon and course fees, and also the
balance betwesn support for students and subsidies to providers, are things that
should be cons]dered S "

. Compared wuth many othar countries (USA UK, Australia and Canada). New

a sl[ght{y lower subsidy to providers per student (excepi Canada).

A key decision, therefora, is whether the current balance betwesn fundmg
volumes (participation in tertiary education) and price (subsidles to providers per
student) Is one that the government wishes to continus, or whether the
govemment is interested in shifting the current balance of fundlng in the terfiary
system. A broad understanding about the governmenf's intenfion in {his area
would help shape Budget bids for 2009 and beyond particularly for dacisions
about SAC and TEOC fundlng .

' The sscond area to constder is student support. Diréct government subsidies to

through student support Is relatively hlgh
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The ministry is also able fo develop advice ona fundmg mechanism lhat meets
the objective of the Youth Guarantee, while aligning with the wider dynamies of
the respective funding systems. If you are interested In these areas, the ministry
can provide you with further advice during February, as part of the lead up to

Budgei 2009 _ _ I
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