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Abstract

School reform associated with Tomorrow’s Schools was
ostensibly mobilised to engender various changes, the major
ones being changes in financial management and accounting
practices in schools. The reform sought, on the face of it, to
give greater autonomy to the local administrators and, at the
same time, impose on them a much wider accountability
network. Its apparent mission was the inculcation of a culture
of ‘economic efficiency’ and an associated traditional financial
accounting measurement culture: forces seemingly alien to
schools.

This study attempts to provide an insight into changes in the
above practices engendered by the reforms - in particular,
financial and accounting related changes associated with
structure, resourcing, budgeting and reporting. It seeks to
explore the changes and responses from case studies in four
schools in the Waikato region. The case studies are supported
by a questionnaire survey, the aim of which is to gain some
preliminary insights for the subsequent, more in-depth case
studies. In interpreting such empirical data, I discuss and
analyse the various changes and the impacts (or issues) arising
from the reform.

The thesis is consistent with a naturalistic and interpretive
perspective which provides the basis for the description of the
responses to the changes in the four technologies. It also
pursues themes and raises questions consistent with critical
theoretical analysis of organizational change.
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Among the findings were the different impacts of the reform
upon the schools, which arose mainly from the differences in
their socio-economic backgrounds. There were also several
similarities, for example, while the changes did have a
significant impact upon the various structures and practices in
the schools studied, many of the changes were absorbed by a
small group consisting mainly of the administrative group,
leaving the teachers to carry on undisturbed.

Finally, I also discuss the implications of the reform upon the
future of the schools in terms of economic, social and cultural
issues and their possible impacts upon the educational
objectives.
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Mati dikandung tanah

In life we are embedded by culture
In death we are embedded by the earth

Malay Proverb

vil



Chapter

Appendix

=~ o B

=

Table of Contents

Contents

Abstract
Acknowledgement
Introducing the Study

Background and Nature of
School Reform

Research Approach
Questionnaire Survey Results
The Case Studies

Analysis and Discussion
Summary and Conclusion
Reference

Table of Appendices

Timetable for Data Collection

Framework for Data Collection

Interview Framework

Survey Questionnaire

Summary of Research Findings

Summary of Similarities and
Differences

Related Ministry Circulars

viii

14

43

72

90

139

183

242



Chapter One

Introducing the Study

1. Background:

The reform of the administration of public sector schools, alongside other
‘public sector reforms’ including the health sector and probation service,
has emerged as a phenomenon of considerable interest to researchers in
many Western societies (Levacic, 1995, p. 1). The importance of the areas
of education, along with health, is reflected in the amount of research
carried out relative to other areas of the public sector (Broadbent and
Guthnie, 1992). Broadbent and Guthrie, (1992) observed that:

\... research concerning the health sector is growing. The situation in
relation to the education sector is similar...Schools have also been
subject to changes in their funding and management, and it is this that
has generated research’. (Broadbent and Guthrie, 1992, p. 22)
My background and experience makes researching education of particular
interest to me'. I was particularly interested in gaining an insight into the
changes that have taken place in schools, especially those associated with
financial management and accounting. Interest in school reform is reflected
in the many studies, that have already been carried out. In New Zealand,
Wylie (1990), Mitchell et al.,(1993) and Gordon et al., (1994) have looked
at the broad impacts of the reform. Several studies in the UK have been
concerned with deeper issues. For example, the question of whether these
changes are beneficial to children’s education has been raised by Cave
(1990), Barker, (1992), Broadbent and Guthrie, (1992), Davies and
Anderson, (1992), Maden, (1992) and Humphrey et al., (1993). Allied to

this, calls have been made for the benefits that the reform has promised to

' I was for some years a teacher and an educational administrator before I took up accounting as a
profession in Malaysia.
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be scrutinized or demonstrated satisfactorily (Torrington and Weightman,
1983; Holt, 1987; Maden, 1989; Dixon, 1991). Research in the UK on the
impacts of the reforms upon schools by Broadbent et al., (1990, 1992a) and
by Wallace, (1992) suggests that the effects of the changes on children’s
education are limited. Not all the works have come up with similar
findings; for example Broadbent et al., (1990, 1992a) and Edwards et al.,
(1996) have come to different conclusions with regard to the cultural
impact of the reform. Among other research findings are those that indicate
the immense complexity of the changes facing schools in the wake of the
reform, and what is being lost or jeopardized by these changes - trust,
commitment, co-operation and common purpose (Bowe et al., 1992).
Questions have also been raised as to the affinity of the values represented
in the reform with those which have traditionally been associated with
schools (Gorz, 1989; Broadbent et al., 1992a; Keep, 1992; Bowe et al,,
1992).

While the existing studies are important, they do not yet provide an
adequate picture of how the reform is operationalised in terms of the new
accounting regime and what its consequences are. Not very much is known
about the changes that have occurred as a result of the reform associated
with school accounting and financial management. This is especially true in

New Zealand.

The above discussion emphasizes further the need for more accounting
related research on school reform within the New Zealand context and thus,

an opportunity to explore these accounting related changes.



The focus upon accounting related changes is based on the view that
accounting is strongly implicated in the reform (Broadbent and Guthrie,
1992, p. 4, Humphrey et al., 1993, p.7; Ezzamel and Willmott, 1993,
p-111). The importance of the part played by accounting under the reform
was stressed by Humphrey et al., (1993). They cited Hopwood, (1985) as

follows:

‘Accounting seemingly has been seen as a manifestation of sound
economic management, appropriate organizational arrangement and a
commitment to the objective of efficiency.’ (Hopwood, 1985, p. 15)

Its functioning in practice may, however, differentiate it from this

perspective.
2. Aim of Study

In New Zealand financial management reform is not known by any specific
name. It is, however, similar to what is known in the UK as Financial
Management Initiatives (FMI) or as Financial Management Improvement
Program (FMIP) in Australia. Broadbent and Guthrie, (1992) describe FMI

as follows:

‘An important element of the FMI is its philosophy, which is one of
introducing a particular type of “management” into the public sector.
The model it imposes is one in which authority for “performance” is
delegated much closer to operational areas. The managers at this level
must plan their operations and account for their performance. To
ensure “accountabilities” can be operationalized, the activity of the
organization must be visible in some way. Accounting is one tool by
which this visibility is often given'. (p. 11)

Associated with the reformed structure mentioned above, are three

‘technologies’ - resourcing, budgeting and reporting. Technologies here are



the processes and systems which are introduced as integral parts of the
reformed structures (Broadbent and Guthrie, 1992, p. 11). The three
technologies alongside the reformed structure form the core of the new
financial management and accounting. The changed structure is not strictly
a technology but rather a framework within which the new technologies are
introduced. However, in this study and for the purpose of convenience,

structure is grouped alongside the above technologies.

2.1 Technological Changes: The technologies are not independent. Indeed,

they are interrelated in the sense that the need to ‘plan their operations’
hinges strongly upon the availability of resources and upon the budgets.
Among the intended features of the new system are that the resources from
the government are to be supported with other income left to the
entrepreneurial ability and management skills of each school. Inevitably,
this could pose difficulties because school management has little training
nor has it adequate experience for such activities. Also, searching for
additional resources must involve extra work which may have to be carried
out at the expense of the core objective of the school - the curriculum.
There is also the problem that schools may not be able to compete equally
in generating local income because they are not on equal socio-economic

footings.

In terms of resourcing, I intend to explore how the new system functions in
practice and how schools attempt to cope with the new funding system. The
study is also concerned with how the schools perceive the new resourcing

system in terms of their educational objectives.



One of the main tasks associated with the reform appears to be the
management of the budget. In the past, schools generally had to deal with
smaller budgets. (The change in the funding policy will to be discussed in
Chapter Two). The bulk of the school budget prior to the ‘reform’ was
handled at central level. Also there were then, it would seem, on the face of
it, more restrictions in the way money was to be spent. For example,
ostensibly expenditures were specifically categorized according to various
items or ‘purposes authorised by the regulations’ (see Department of
Education, 1977, p. 33). Thus, before the reform the budget was more used
as a controlling tool. Now each school is left to look after its own budget in
order to meet the needs of its planned programmes and activities. This
involves budget skills in which the schools might not be expected to have

much training and experience.

An issue I intend to examine here is concerned with the way the budget is
managed in practice in relation to the resource constraint. I intend to
explore what changes have occurred, how the budget is constructed, and
how it is being used as a planning and controlling tool in terms of

educational values and objectives.

The change in structure is inextricably linked with the perceived need to
impose a wider accountability and to engender a greater visibility. Thus,
schools have to ‘account for their performance’ through a new system of
reporting. Structure has two aspects - external and internal. The external
structure is the structure linking the school to the interested parties and
those it is accountable to. The ostensible concern in New Zealand was that
schools must be made more accountable, not only to the Ministry, but also

to the parents and the community (7omorrow’s Schools). The new



‘simplified’ structure is intended to serve as a framework for the
transmission of the new culture throughout the school system.
Decentralization might be expected to cause work to be pushed down to the
operational level, resulting in an increase in the school workload. This is
likely to impact upon the formal organizational structure or what is referred
to here as the internal structure. The internal structure provides for
communication to flow up and down and throughout the organization, and
serves as a chain of command and as a framework for empowerment and
control. According to Chenhall et al., (1981) the formal organizational
structure is:

‘..concerned with the specification of different roles for individual
organizational members, or tasks for groups of individuals, to ensure
that the activities of the organization are carried out’. (p. 88)

The issue of interest here is concerned with the changes that have occurred to
the school structures, in particular, the internal structure and the impact of

these changes on the schools concerned.

The new reporting system is associated with the changes in the external
structure discussed earlier. Financial information is to be delivered in a formal
and traditional fashion within the policy framework spelt out in the Education
Act 1989 and Public Finance Act 1989. There seem to be some issue-raising
features in the Act. For example, all crown entities including schools are
required to measure the ‘full cost’, which is the ‘cost of producing outputs
measured in accrual accounting terms; and includes full allocation of overhead
and non-cash costs...”(Public Finance Act, 1989, p. 8). In addition, schools are
required to determine and report commitments, contingent liabilities and

performance. Among the performance information to be produced in the



various reports is information about school mission, goal, objectives, activities
and performance or outputs’. But there may be problems related to financial
and performance reporting, first because financial reporting depends on the
availability of skills in accounting, and second, because performance relating
to services such as education may not easily be measured. Regular reporting to
the parents and to the community on school activities may be time consuming
and costly. In addition, there is the question of who uses school reports and to

what extent the reports are useful.

School reporting need not necessarily reflect a similar standard, although it
is subject to the same legislative requirements. Earlier studies in New
Zealand which focused upon the tertiary education institutions (TEI) by
Dixon, (1992), and Coy et al., (1993, 1994) revealed that the annual reports
were not of the same quality, in particular, in terms of their qualitative
information. School reporting requirements under the reform are little
different from the requirements for other public sector bodies because, like
these other bodies, schools are also classified as public entities under the
Public Finance Act (1989). The possibility of differences in reporting
among schools is always there, even if the differences arising from special
reporting exemptions are not considered. Certain reporting exemptions are
given under the Public Finance Act (1989), in a special clause, whereby the
Board of Trustees may, with the consent of the Minister, dispense with any

statement which it considers inappropriate for the school to report.

In this study I am concerned with exploring how the schools react to the
new requirements of reporting. I will examine how the schools report to the

Ministry, the parents and the community. Reporting to the Ministry is more

21 will elaborate the concept of ‘outputs’ under the reform in the next chapter
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specific in the sense that it is spelt out in the Act in terms of what to report,
how to report and when to report. So there seems to be less scope for much
variation. But reporting to the parents and the community is not clearly
specified, except for the requirement that it should regularly be done.
Reporting is ostensibly meant to serve at least three purposes - to fulfill the
accountability requirement; to provide information for decision making;
and to serve as a basis for feedback for policy formulation and control. I

intend to see how school reporting is serving these needs.

2.2 Technological Change Impacts: The reform has introduced new ideas

and new practices in place of what schools have been doing and thinking in
the past. It involves a new philosophy and a new culture (Pollitt, 1990,
Hood, 1991; Broadbent and Guthrie, 1992). Thus, financial management
reform cannot be understood merely by looking at the technical aspects of
the changes but also at the social and cultural roots of the organization. As
argued by various researchers (e.g. Hopwood, 1985a; Burchell et al., 1985;
Laughlin, 1987), accounting is not only a technical activity but a social one
as well. Thus, in addition to exploring the schools’ perception relating to
the changes of the above accounting related technologies, there is also a
need to consider school perception of and reactions to the new culture and
the new philosophy. I intend to explore this in relation to each of the

technologies discussed above.

The importance of the cultural system within organizations has long been
recognized not only by management researchers such as McGregor, (1960)
and Schein, (1987) but also by accounting writers such as Hopwood,
(1974), Bourn and Ezzamel, (1986), Broadbent et al., (1991, 1992a, 1992b,



1994) and Laughlin et al., (1994). Schein, (1987) defines organizational
culture as:

“..basic assumptions and beliefs that are shared by members of an
organization, that operate unconsciously, and that define in a basic
‘taken for granted’ fashion an organization’s view of itself and its
environment. These assumptions and beliefs are learned responses to a
group’s problems of survival in its external environment and its
problems of internal integration’. (Schein, 1987, p. 6)

School culture is associated with the way its members perceive the school,
its objectives and what it means to them. Organizational culture might be
labelled or interpreted in various terms and ways, for example, as the
‘lifeworld’ (Broadbent et al., 1991;1992a), as ‘interpretive schemes’ (Shutz,
1967, Giddens, 1979; Ranson et al., 1980; Hinings and Greenwood, 1988,
Broadbent, 1992; Laughlin, 1994), as ‘institutional history’ (Bowe et al,
1992).

The new culture focuses upon economic rationality and consumer choice.
The kind of technologies introduced are meant to generate changes and
make schools more concerned with a standardized level of efficiency and
effectiveness. There is the concern that the reform may be undermining
long-held values in the pursuit of restrictively specified standards of
efficiency and effectiveness (Humphrey et al., 1993, p. 7). The question of
interest to me is how schools react to the introduction of the technologies

associated with the new culture and what issues arise as a result.
3. Research Question

On the basis of the above discussion, the objective of this study may be

summarized in terms of the following research question:

9



What changes have occurred in structure, resourcing, budgeting and
reporting resulting from the reform, and what are the impacts of
these changes upon school culture?

Thus 1 intend to focus upon the changes in the technologies introduced
under the reform, and their cultural impacts upon schools. In addition, I
intend to interpret the findings and discuss their implications upon the

schools studied.

In seeking answers to the research question, the study is open to various
methodologies or approaches (Burrell and Morgan, 1979; Chua, 1986).
These various approaches boil down to two basic methodologies -
positivism and naturalism (Lincoln and Guba, 1985). Both these
methodologies have been adopted in various social and accounting research
(Chua, 1986). Positivism is more concerned, amongst other things, with the
testing of a hypothesis which is not, however, the aim of this study. On the
basis of the above research question, naturalism or the interpretive
approach, seems to be the more appropriate approach. This shall be further
discussed in Chapter Three.

4. Scope and Limitations

This study is mainly concerned with the changes associated with accounting
and financial management reform from the findings in four case study
schools supported by a questionnaire survey. It has focused little on, for
example, curricular and pedagogical reform. The study was not
longitudinal, and continuous and detailed observations in a range of

situations were not possible, Its approach is ‘middle range’, with the
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intention mainly of exploring the changes within specific contexts. The

study has little intention of coming up with any generalized statements.

5. Research Contribution

The main contribution of this study is associated with a deeper
understanding of the changes in accounting and financial management
reform in the schools. Research on school reform especially related to
changes in accounting practices is rather limited. So far research interest in
school reform has been more focused upon curricular and pedagogical
aspects and much of the research was carried out mainly by educationalists.
The contribution of this study is in two areas - extending the existing
research and shedding new light upon the reform. In terms of the latter, this
is especially true by way of the analysis of the changes in the different
technologies showing the different impacts arising mainly from the

differences in their socio- economic backgrounds.

6. Thesis Outline

In the next chapter I will look at the background of school reform covering
the underlying economic, social and political factors that have led to the

changes and the new policies associated with the changes

I will then review the existing research on school reform in terms of
approaches, findings and conclusions. Having addressed the approaches
used in the existing research and on the basis of recent development, I will
discuss at length the most appropriate methodology and methods to be

adopted in terms of the research aims and objectives.
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The survey, which is intended to provide some preliminary insights into the
changes in the four technologies, shall be discussed in Chapter Four. Both
qualitative and quantitative methods have been adopted in the survey, with

the former forming the major part of the project.

In Chapter Five, I will discuss the case studies which are aimed at gaining a
deeper understanding of the reform and which form the main part of the
research. Four schools from two different socio-economic backgrounds make

up the case studies (involving a cross section of the school staff).

In Chapter Six the findings from the case studies and the survey are put
together and discussed from the interpretive perspective shaped by Critical
Theory.

The thesis closes with a summary and a conclusion in Chapter Seven. This
includes a discussion of the implications of the major findings associated
with the economic, social and cultural issues upon the educational
objectives. It also covers a discussion of the limitations of the study and the

implications of the study upon future research.

7. Summary

The changes associated with accounting are considered important because
accounting is strongly implicated in the reform. The results from studies

carried out so far on the reform in the UK have influenced accounting

12



practices in schools. Little research has been done in new Zealand in this

area, for this reason this study is timely.

The present chapter has outlined ‘what’ is to be researched. The study
intends to explore what changes have taken place in the financial
management and accounting technologies, what their impacts are upon

school culture and, concommitantly, on the future of school education.
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Chapter Two

Background and Nature of School Reform

1. Introduction

School reform in NZ is associated with the changes in education policies

which came into force towards the end of the 1980s.

This chapter is concerned with the changes in government policies that affect
schools before and after the reform. Specifically, the focus is on the policies
associated with the four technologies with which this study is concemed -
structure, resourcing, budgeting and reporting. The chapter will begin with a
background to public sector reform. It will then focus on the changes in the
policies associated with the four technologies. The chapter will then end with

a summary.

2. Publi¢ Sector Reform

Reform in schools cannot be understood in isolation but must be seen within
the context of reform in the public sector as a whole. This is because school
reform is part of the big picture, being “part of a wave of such initiatives in the
public sector’ (Broadbent et al., 1992a, p.53).

The decade of the 1980s saw public sector reforms in many countries of the
world. Among the earlier ‘reformers’ were the United States (US), the United
Kingdom (UK), Canada, and several European countries including Denmark
and France (Metcalfe and Richards, 1987, p.1). In Australia the reform began
with the passing of the Public Services Reforms Act, 1984 (Zifcak, 1994, p.
23). Two years later New Zealand followed suit with the passing of the State
Owned Enterprises Act, 1986 (Ball, 1989, p.2; McCulloch and Ball, 1992, p.
7).

14



Several reasons are given for the reforms (Massey,1993, pp.7-8). These
reasons are complex and include the interplay of social and political factors
(Russell and Sherer, 1991; Massey, 1993; Zifcak, 1994). Two basic reasons
most often attached to public sector reforms are: first, adverse economic
conditions, and second, public sector overload (Metcalfe and Richards, 1987,
p. 1; Broadbent and Guthrie, 1992, p.3). These issues were recognized and
picked up by political enthusiasm for reform which later came to be known by
various names such as “Thatcherism” in the context of the UK (Russell and
Sherer, 1991), “Reagonomics” in the United States (Pollitt, 1990) and
“Rodgernomics” in New Zealand (Boston et al. , 1991). This section shall
mainly focus upon the basic issues: economic setbacks and public sector

overload.

The adverse economic conditions, consisting of external and internal factors,
had impacted upon New Zealand much more than the did upon the UK (Dale
and Ozga, 1993). The external factors influencing these adverse economic
conditions, were brought about mainly by the world economic crisis following
the precipitous oil price increases of 1973 by OPEC (Tizard, 1974 p.8; Pollitt,
1990, p.30). The OPEC decision was made worse by the huge growth in world
money supply during the 1970s (Tizard, 1974, Ibid). The internal factors
influencing these adverse economic conditions were attributed to bureaucracy,

which I will discuss later in this section.

The adverse economic situation overseas impacted upon NZ primarily through
the rapid rise in import prices. Economic difficulties never before experienced
in NZ were recorded, starting in the 1970s (Chatterjee, 1992, p.227). The terms
of trade which were favourable in 1973, began to deteriorate and the current
account surplus in mid 1973 of $273 million turned into a deficit of $522
million (Tizard, 1974, p.13) by mid 1974. A double digit inflation of 11.5% was
experienced in NZ in 1974 (Ibid). This situation continued into the 1980s

causing the average rate of economic growth to be only about half of the

15



OECD countries between 1950 to 1985, approximately only 1.4 percent,
compared to 2.9 percent for the OECD countries (Scobie and Janssen, 1993, p.
5). Thus, when the newly elected government took over in 1974, it was faced
with an economy with a slow economic growth, very high deficits, high debt,
and a highly sheltered private sector’ (McCulloch and Ball, 1992, p. 7).

The second reason, namely the oversized public sector, has been explained in
terms of two separate theories: an economic theory and a social theory.
According to the economic theory, the oversized public sector was attributed
to the enthusiasm of social policy, based on the Keynesian theory that control
of the economy could be maintained through the management of public
spending (Upton, 1989, p. 39). This enthusiasm caused certain services like
education and health care to be provided free at heavily subsidized prices, so
that they were available to all, regardless of income. In addition the aged, the
sick and those considered to be disadvantaged were assisted with benefits and
pensions. As such the state made extensive transfer payments. The scope of
government intervention was interpreted to be very considerable, to the extent
that it was not considered appropriate (Holmes, 1977, p. 15). The oversized
public sector was recognized by political and economic commentators,
describing the total effect as “‘overload’ (NZ Planning Council [NZPC] 1978, p.
64).

One social theory, namely public choice theory, argued that bureaucracy was
responsible for public sector overload. The principle behind public choice
theory is that human behaviour is dominated by self-interest. Individuals are
rational utility maximizers (Boston, 1991, p. 2). On this basis, public choice
theory rejects all concepts related to societal well-being and public good.
Concepts such as ‘public service’ and ‘social justice’ are dismissed either
because they have little relevance or because they are often used to give
legitimacy to the demands of sectional interest groups (Tullock 1984; Kelman
1987; Mansbridge 1990 as cited in Boston,1991, p. 2). However, public choice

16



theory does not see self-interest as inherently undesirable. For example, self-
interest in the economic market place, being open to competition, should be
expected to produce socially desirable outcomes (Boston, 1991, p. 3). On the
other hand, self-interest in the public sector has been argued to have

‘damaging consequences’ (ibid). I shall discuss these consequences below.

The impact of bureaucrats’ self interest upon the budget is analysed in a study
by Niskanen, (1971). Niskanen developed a positive theory that focused on the
relations between a government bureau and its environment, particularly the
environment of representative government, and the consequences of these
relations for the bureau’s budgets and outputs. In the situation that lacks
competition, what do bureaucrats maximize? Niskanen argued that
bureaucrats would go for pay, power and prestige and these preferences would
lead them to maximize the size of the bureau’s budget leading to a waste of
resources. A similar view was expressed by Gray and Jenkins, (1985),
branding civil servants as ‘merely budget maximizers’. Dunleavy, (1991)
argued that bureaucrats would waste resources because ‘unlike private
entrepreneurs who would not supply goods beyond the point at which their
price equalled their cost, the welfare of the bureaucrats rose continuously as
agency budgets increased’ (Miranda,1994, p. 59). Citing Borcherding et al.,
(1982), Miranda, (1994) further argued that, driven by these preferences,
bureaucrats would push their programmes more strongly than their private
counterparts and join with those in the legislature who would find such excess
supplies congenial to their constituents’ interest. As a consequence, the state
would grow well beyond what would be considered necessary disrupting,
among other things, economic growth and causing powerful interest groups to
capture a disproportionate share of the national income (Boston, 1991, p. 3).
The public bureaucrats, it was further argued, were able to do this because of

their monopoly of information vis-a-vis oversight authorities.
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In the UK, the concern about increasing public sector spending caused the
emergence in 1970, of a new philosophy, identified as the “Selsdon” view,
which advocated for a cut back in public expenditure, thereby facilitating cuts
in taxation and a reduction in the role of the government in the economy
(Upton, 1989, p.42). There are various views that express the reasons for the
damaging impacts of excessive public sector spending. Among these are the
New Cambridge School, the crowding out theory, and the monetarist school.
The New Cambridge School expounded a theory that the size of the balance of
payments deficit was directly related to the Public Sector Borrowing
Requirement - implying that an elimination of the deficits on the external
account required reduced government spending (Cripps and Godley, 1976, as
cited in Upton,1989, p.42).

The crowding out theory (Bacon and Eltis, 1976; Brunner and Meltzer, 1976)
advocated that in the long term, an expansion of the public sector would not
stimulate overall economic activity, since an enlarged public sector could be
achieved only at the expense of a reduction in the activity in the private sector

(Upton, 1989, ibid).

Most ‘leading’ monetarists of the 1970s subscribed to the crowding out theory
and to the view that market forces should not be inhibited by governmental
regulation (Upton,1989, p-44). Monetarism attributed inflation to excess
growth in the money supply. Such excess was said to be often caused by
excessive public spending which may be financed by expanding the stock of
money or quasi-money in the economy. This theory, therefore, also links the

reduction in the size of the public sector to the elimination of inflation.

Some of the other consequences of excessive government intervention in the
economy, are noted by Zifcak,(1994) from various earlier works. For example,
Friedman and Friedman, (1980) argued that government control had

‘deadening effects’ in that continued ‘government intervention at the expense
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of market competition threatened not only to destroy economic prosperity but
also to reduce human freedom’ (Zifcak,1994, p.9). Attacks were also targeted
at central planning. Hayek,(1988) argued that central planning was politically
dangerous and economically inefficient. It was politically dangerous because
it reduced individual liberty, increased the power of the state, weakened the
role of Parliament, and undermined the rule of law by investing government
officials with considerable discretion. Central planning was considered
economically inefficient because it dampened competition, increased the
prevalence of monopolies and stifled entrepreneurialism (Zifcak,1994, p.9).
Thus, the critics of the bureaucratic system associated a non-competitive
situation with a culture with little concern for cost and value. With the
emerging concept regarding the role of the public sector, both in the US and
the UK, the central civil service had borne a large share of political and
popular discontent with bureaucracy (Pollitt, 1990, p.37).

The pressure for change mainly came from a re-emerging force called the
‘New Right’ (Pollitt, 1990, p.49; Massey,1993 p.6). In the UK they attacked
excessive bureaucracy in central and local governments, the National Health
Service, and left wing bias in teaching and works (Massey, Ibid). In the US
and the UK, but particularly in the UK, they scorned those who still adhered to
the belief that social problems would be solved by better government
planning. The public sector administration was accused of relying too much
on ad hocery and pragmatism and too little on science, planning and rational
analysis (Johnson, 1985, p.418). It was further pointed out that the social costs
of remedying government ‘failures’ could exceed those initially imposed by

the market.

On the basis of the above bureaucrat ‘failures’, the New Right movement as
well as the management theorists argued that government affairs would be
conducted more effectively if the tenets of the private sector management

(managerialism) were adopted. The main features of managenalism include:

19



the pursuit of economy in administration, the projection of efficiency into the
implementation of policy and the routine functions of the public service, the
use of performance indicators to measure effectiveness, the desire to change
the culture, the promotion of a more entrepreneurial approach to management
and a belief in the need to impose new kinds of accountability, including
accountability to customers and citizens (Massey, 1993, p. 30). The reform
became a reality when the politicians ‘picked up the thread berating the civil
service for its inefficiency and lauding the productivity of private

entrepreneurial initiatives’ (Zifcak,1994, p.10).

It was against this background that New Zealand public sector reform and

along with it, school reform was introduced.

3. School Reform

3.1 Background. The striving for economic efficiency and effectiveness
associated with the ‘New Right’ movement was transmitted into school
reform. Thus according to the New Right, the State-run education system may
be associated with dependency (where the school is dependent upon the
system), complacency (unresponsiveness to the demands of society),
bureaucracy (where initiatives for change are hampered by ‘red-tape’), and
protectionism (where educational quality, judged by ‘professionals’ whose
central concern may not be in the national or the consumers’ interests) (Bowe

etal., 1992, p.66).

Under the reform philosophy education was seen as an economic commodity.
Parents are assumed to be attracted to schools that produce relatively good
results. On this basis, each school must now compete for the sale of its
‘product’. To facilitate competition the zoning system was removed. This
means that ‘parents will be able to enroll their child at any school that has the
physical capacity...to accept them provided that it is appropriate for the age
and aptitude of the child...The assumption behind this legislation is that the
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operation of open-market competition for pupils will ensure that good schools
will flourish and bad schools will be forced out of the market’ (Cave, 1990, p.
2). In a similar note the NZ Treasury (1987) argued that the state’s role in
education should move away from ‘provision’ and focus more on providing
parents with information so they could make choices about which schools they

wished to send their children to.

Citing Sutcliffe,(1989) and Duffy, (1990), Keep (1992) explained that:

‘The aim of this competition, based on opting out, open enrolment and
local management of schools, is both to make schools more responsive
fo the wishes of parents, and also to expose inefficient schools... LMS
is about putting schools in the market-place, and the hard discipline of
the market-place is that the weak go to the wall (p.103).

On the basis of this philosophy schools were introduced to a new orientation
spelt out in terms of cost, economy, and the concept of competitive market
(Bowe et al., 1992; Keep, 1992; Waslander and Thrupp, 1995). This was
operationalised through the setting up of study groups, the passing of several
legislations and the issuance of various policy documents. The important study
groups in the NZ education reform are those associated with the Treasury
(1987), the Meade Report (1988) on early childhood education, the Picot
Report (1988) on primary and secondary education, and the Hawke Report
(1988) on post compulsory education and training. Among the legislations
associated with the reform are the State Sector Act (1988), the Public Finance
Act (1989), and the Education Act (1989).

Of direct relevance to NZ school reform are two documents: the Treasury
(1987) and the Picot Report (1988). The Treasury (1987) had argued that:
education was not fostering equity, participation or achievement; it was
marked by ‘middle class capture’; and the inputs were not producing the

outputs (i.e. the Government was not getting value for money). The Picot

21



Report (1988) is important because it provided the framework for school
reform in NZ (Oliver, 1993).

3.2 The Picot Report: Consistent with the arguments of Treasury, the Picot
Report (1988) identified several weaknesses of the former school education
system, for example: decision making was too centralized at the departmental
level; there was lack of information and choice; there was a lack of effective
management practices; and there was a feeling of powerlessness (Mitchell et
al., 1993; Jacobs,1995). The report proposed a new structure based on several

central features (Oliver,1993). These were:

o simplicity,

e decision making at appropriate levels,
e national education objectives,

e coordinated decision making,

e clear responsibilities and goals,

e control over resources,

e accountability, openness and responsiveness.

Towards the establishment of the simplified structure, it was proposed that the
Departments of Education and the education boards be disbanded and their
functions converted into competitive education service centres. The
Department should be restructured within the new Ministry, whose function
should be confined to providing advice to the Minister of Education. It was
further proposed that each school should have a board of trustees to be directly
responsible for establishing policies, and for the efficient and effective
running of the school. This would enable decisions to be made at the
appropriate level. On the basis of the Picot recommendations, the Ministry of

Education, in the same year, spelt out its policy position in a document
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entitled Zomorrow s Schools: The Reform of Education Administration in New
Zealand'.

3.3 Tomorrow’s Schools: The policies in Tomorrow's Schools were

subsequently incorporated within the major revisions of the Education Act
1989 and its subsequent amendments in 1989, 1990, 1991, 1993 and 1994.
With the publication of Tomorrow's Schools the government then began the
implementation of many of the proposals made by the Picot Taskforce
(Edwards, 1991, p.32).

Two fundamental changes emerged from Picot’s recommendations: first, the
setting up of a new structure; and second, the decentralization of resources
and decision making. Associated with the new structure was wider
accountability. Increased decentralization and wider accountability lead to
changes in the way of looking at budgeting, accounting and reporting. The
new accounting associated with the measurement and reporting of total inputs
and outputs (performance) was related to the criterion that school success

depends on economic efficiency and effectiveness.

The next section is concerned with the changes in school structure, resourcing,

budgeting and reporting.

4. Change in Structure

4.1  Background. The change in structure may be discussed at two levels:
external structure and internal structure. Both the external and internal
structures have been discussed in Chapter One.

42  Change in External Structure: The change in external structure had

resulted from the removal of the Department of Education (and also of the

! Throughout this thesis, the term Tomorrow 's Schools shall be used.
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education boards). This is slightly different from the UK reform where the
local authority in charge of education (LEA) is still in existence, although its
functions are much reduced. The removal of the Department of Education
provided a direct link between the schools and the Ministry. A new and
‘leaner’ Ministry of Education emerged from the former multi-function
Department of Education. The function of the new Ministry was to provide
policy advice to the Minister, including the responsibility for setting national
guidelines for education and curriculum objectives, the approval of the charter
by which each school would contract with the state, the funding of
institutions, and the ownership of educational property (Edwards, 1991).

Before the reform, the structure consisted of a three level administrative
system, namely the Ministry with the Department of Education under it, the
education board, and the board of governors (Oliver, 1993, p. 5). The
education boards were in the districts and they served as the agents of the
Department of Education. School supervision was then provided by the
inspectorate, which was under the control of the Department of Education.
This control was provided through its regular inspections and reports on
schools and through its operation of a system of grading and promoting
teachers (Oliver,1993, p.5).

With the abolition of the Department, the inspectorate was also disbanded,
and a new independent body, the Education Review Office (ERO), was
established with the aim of ensuring that schools were accountable for
meeting the objectives stated in the charter as agreed upon between the
Ministry and each school. ERO is somewhat similar to a body which had
existed in the UK called Office for Standards in Education (OFSTED),
established for the purpose of reviewing and evaluating public and private
institutions (Smith, 1995).
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ERO’s role was to evaluate schools on the basis of a framework which covers
pupil achievement, learning and teaching, assessment and evaluation,
leadership and management, and community participation (Mitchell et
al.,1993, p.96). It conducts two main types of reviews or audits: the assurance
audit, and the effectiveness review. The former evaluates school and trustee
compliance with legislation, Ministry regulations, and specific undertakings
under the charter. The latter identifies the achievement and progress of the
pupils. For this purpose, teachers are required to measure and quantify many
aspects of the pupils’ activities and to match the measurement to specific

learning objectives (Jacobs, 1995, p.8).

Specifically ERO’s functions are to carry out reviews and audits as follows
(Oliver, 1993, pp. 15-16) :

Assurance Audits: These refer to the audits of individual schools to
ensure their compliance with contract
requirements including the quality of service
delivery. Three types of assurance audits will be
in place:

(i) regular assurance audits to examine the
performance of the governance/
management body against legislative or
regulatory requirements and its contracts
for services;

(i1) discretionary assurance audits following
regular audits which disclose poor
performance or community concern;

(iii)  specific compliance audits to audit the
operation of specific areas of
performance which are not addressed in
regular assurance audits or the
implementation of changes in
Government policy.

Effectiveness Reviews: These are direct reviews of educational
institutions to evaluate the contributions
made to pupils’ achievement, in terms of
both standards and progress, by the quality
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of the teaching services, and the management
systems and practices of the institution.
These reviews are to provide in-depth
evaluations of the institution’s effectiveness,
including the identification of good practices
and barriers in learning. They will also
examine evidence of outcomes
(achievements), the quality of service
delivery (provision of learning
opportunities), the quality of management
systems, policies and practices, and the
relationship between these aspects of
performance.

Evaluation Services: These outputs comprise national impact
evaluations of the effects of curriculum
policy, management structures and systems
in operation on pupils’achievement and the
delivery of teaching services.

Officers of this agency would visit institutions every three years and report on

the degree of attainment of the chartered objectives and the quality of

administrative action. ERO’s report would be a public record.

4.3  Change in Internal Structure: The change in policy associated with

the internal structure is mainly concerned with the change in the governing
body. The former Board of Governors (BOG) consisted of six elected
members - five parents and one teacher. Appointed members included up to
two by the education board and others appointed from among the local
authorities, the local employers and old pupils’ association (Department of
Education, 1977, p.5). There was no pupil representative. There was then
some sense of central control over the BOG because of the presence of the
representative(s) from the education board. Nevertheless, the BOG already
had some governing roles in that they were given the power to appoint staff
and had autonomy in finance and other areas (Oliver, 1993, p.S). However,
that power was rather limited in comparison to that of the present Board of
Trustees (BOT). The former boards were not empowered to employ any one,

other than office and general staff required for the administration and the
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running of the schools (Department of Education, 1977, p. 54). However, the
freedom to recruit office and general staff was also limited in the sense that

their wages and salaries, classified under a reimbursement grant, were

controlled by the department.

The new BOT is in many respects simpler, in the sense that the 1989
Education Act does not spell out who should be coopted. It consists of five
elected parents, one teacher representative, one pupil representative and other
coopted members who ‘should as far as reasonably practicable reflect the
ethnic and socio-economic composition of the school’s student body and the
country’s gender balance’ (Ministry of Education, 1989, Chap 2, p.2). The
new Board of Trustees would be responsible for the overall policy direction of
its school, whereas the day to day management would be under the control of
the principal. The new board would collaborate with the principal, staff
members, and the community to prepare the charter on which funding would
be based. It would be accountable for the degree of achievement of the
institution’s chartered objectives. Funding would be received by the board. It
would approve the institution’s budgets and be responsible for the preparation
of the audited accounts. In connection with the budgets and the accounts,

Tomorrow’s Schools states:

Final responsibility for how funding is allocated will lie with the
board: the board will approve budgets that have been prepared by the
principal and staff (para. 1.1.29);

The board will be responsible for the preparation and audit of the
institution’s accounts (para. 1.1.30).

The BOT is given greater freedom in the sense that it has to function on the
basis of the chartered objectives which it is responsible for determining (in
agreement with the Ministry). It is given freedom to use the fund as it thinks
appropriate in meeting the charter objectives, except that the teaching salaries
are not to be used for operational purposes and vice versa (Section 80
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Education Act 1989). However, since 1995, Section 80 has been slightly
relaxed allowing schools to use the operational grant, the TFEA? grant, and
locally raised income for employing additional teachers. There appears to be
more flexibility in the UK where schools are allowed to use the teaching
portion of the Aggregate School Budget (ASB) grant (which is equivalent to
the NZ bulk funding) for operational purposes and vice versa (see Knight,
1993, p.117).

5. Change in Resourcing Policy

5.1 Background: Under the former system, secondary schools were already
provided with a certain amount of funding, called ‘discretionary grants’ which
the governing board had discretion to spend ‘within prescribed limits’. This
grant was based on roll numbers for normal day classes (including attached
intermediate departments) and the number of weekly teaching half days for
technical or continuation day or evening classes. The grant was to be used for
the day to day running of the school, such as for cleaning, repairs and
maintenance, teaching materials, and library books. The Secondary School
Grants Regulations 1974 required a minimum percentage of the grant to be
credited to a renewal reserve account for the purpose of meeting the cost of
replacement of plant and permanent equipment. Various other types of
expenditures classified under reimbursement grants such as the wages of
cleaners, salaries of ancillary staff, maintenance of buildings, and the transport
of children needed departmental approval ‘in most cases’. (Department of
Education, 1977, pp.30-31).

In addition to the above grants, schools were in the past allowed to raise funds
locally via various sources such as the continuing education class fee/levy,

donations, interests and rents (ibid, p.31). However, the board did not have the

? Stands for Targeted Funding for Educational Achievement
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authority to make a compulsory levy on parents for general school use. Thus,
no charges were to be made for class materials and the like which were
essential to the teaching of the curriculum. Nor were charges permitted which
violated the principles of free education. Subscriptions from pupils for sports

or other activities were only allowed under certain conditions (ibid, p.32).

5.2 The New Funding System: The change in the funding policy was based

on the Picot Report and the Government policy decisions contained in
Tomorrow's Schools. Funding is to be ‘within the allocation of money
available’,’ that i1s, on the basis of ‘cash limits’. The result was the
introduction of the system of bulk funding (or direct resourcing). Bulk funding
consists of two separate components: the teaching salaries grant and the
operational grant (Mitchell et al., 1993; Jacobs, 1995). Both are determined on
the basis of a funding formula. The teaching salaries grant is to be paid on the
basis of a nationally determined formula taking account of notional staff rolls
for each school, the institution’s individual needs, and nationally negotiated
pay scales (Mitchell et al., 1993, p. 91). This grant has been controversial
(Mitchell et al.,1993, p.93) and full implementation has been deferred.

5.2.1 The Operational Grant. The operational grant covered administration,

ancillary support, maintenance, and the non-salary aspects of teaching
(Mitchell et al., 1993, p.93). This includes short term maintenance*, provision
of textbooks and teaching materials, salaries and wages of non-teaching staff,
electricity, telephone and water charges, tax liabilities, fees and expenses of
the Board of Trustees, including training and costs associated with staff
development. The formula for the operational grant is made up of several
components, some based on the pupil roll (for example vandalism) while

others are determined on the basis of property value (for example

3 See Ministry of Education Circular entitled ‘Operational Funding for New Zealand Schools’
dated June 1996. Important Ministry circulars are in Appendix G

4 All maintenance which can be expected to occur within a ten year cycle, e.g. internal and
external painting, repair of broken windows, vehicle repair, swimming pool maintenance
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maintenance). Among the components of the operational grants are: base
funding; per-pupil funding; relief teacher funding; vandalism; maintenance;

minor capital works; heat, light, and water; and community education.

5.22 Supplementary Funding: In addition to the operational grant there is
discretionary and supplementary funding. Among the major components of the
supplementary funding are the Maori Language Programmes funding and the
TFEA grant’. The Maori Language Programmes funding is based on the
immersion level and the number of Maori pupils. The TFEA system is
‘intended to assist schools to remedy areas of educational disadvantage which
are found in particular communities...The TFEA pool was derived from the
previous equity funding, and learning assistance allowance...” (Ministry of
Education, 1996).

The TFEA grant is determined from two factors: projected pupil number and
the socio-economic needs of each school. The socio-economic needs factor is
calculated on the basis of an indicator called the Socio-Economic Status (SES)
Decile. This indicator is based on Census data for the areas from which each
school draws pupils, along with school ethnicity and educational
qualifications, household crowding, and income support payments received.
After combining the data, all schools are ranked into deciles. A decile is a ten
percent grouping or tenth, with schools drawing from the lowest socio-
economic groups being closest to decile one and schools drawing from the
highest socio-economic groups being closest to decile ten (Ministry of
Education, 1996, Statistical Annex, School Listings, p.29). The TFEA grant is
then distributed on the basis of the SES Decile ranking.

The TFEA grant has already undergone a major change since its inception in
1995. It was initially provided only for schools within the lowest 4 SES

3 The TFEA system replaced what was called ‘equity funding’ beginning 1995.
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Decile. But from 1996 all schools, except those within the very top SES
Decile (SES Decile 10), were entitled to the grant paid on the basis of a
sliding scale (Ministry of Education Circular 1996/18).

5.2.3 Major Capital Works: Expenditures not devolved included capital

costs associated with extension or addition of the existing buildings, major
vandalism, rewiring, and reroofing. The incurrance of these expenditures are
to be decided by the Ministry as and when necessary (Ministry of Education,
1989).

5.2.4 Borrowing Powers: Regarding the power to borrow funds, there is a

big difference between the situation before and after the reform. Under the
former system the Education Act 1964 made provisions for schools to borrow
with certain conditions. One such condition was that prior written consent
from both the Minister of Education and the Minister of Finance was
necessary. In addition, the governing board had no power to incur a bank
overdraft (Department of Education, 1977). The prior consent from the
Ministers implies that the debts incurred by schools were guaranteed by the

Government.

Under the reform, the Board of Trustees is given more borrowing freedom in
the sense that no prior permission from any sources is needed. However,
borrowing from overseas is not allowed and any borrowing committed by the
board is not guaranteed by the Government. Several guidelines are given to
the board in connection with borrowing. In general boards should not borrow
to meet current expenditure. However, if there is an urgent need for a short
term overdraft, they should ensure that the overdraft is cleared within the next
installment of the Ministry grant. In addition for any borrowing made by the
board it must, first, set aside sufficient funds in its annual budget to meet the

costs of repayment, and second, it should not enter into any loan agreement

31



which would result in more than 10% of the annual operating grant from the
Ministry being committed to repayment of the principal and interest (Ministry
of Education,1989).

5.2.5 Locally Raised Income: Consistent with the market driven policy and

the setting of an overall cash limit within which schools are to deliver their
curriculum, schools have now to depend more on self generating income than
ever before. The Ministry actually encourages schools to seek additional
income from various sources such as trading and fundraising, although it does
not state whether the additional income is to augment government funding or
be used to compensate for under funding (see Ministry of Education, 1989).
The LMS in the UK is similarly perceived to be ‘about minimizing
expenditure on education, and by transferring responsibility downwards,

avoiding the odium of such cuts’ (Edwards et al., 1995, p.309).

6. Change in Budgeting Policy

6.1  Background. The governing boards were and are expected to have
their income and expenditures properly planned and controlled. Under the
former system, governing boards were reminded of ‘the responsibility to
ensure that school funds were used to the best advantage and at the same time
take such measures as were necessary to ensure prudent supervision of the
board’s financial affairs’ (Department of Education, 1977, p.35). The boards
were also reminded of the need for the preparation of monthly statements as a
means of exercising budgetary control. There was a need for the board ‘to
keep the expenditure within the available income’ and that it ‘is prudent to
budget for a small surplus to allow for unforeseen expenditure and some items

of permanent equipment (Ibid).

6.2  New Budgeting Policy: Under the reform, the board is required to

ensure that the budgets are directly linked with the requirement stated in the
school’s charter. Thus, in preparing the annual budget, the Board of Trustees
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must identify its objectives for the year (placed in a list of priorities), and the
total funds required to achieve each objective. In cases where not enough
funds are available, schools may choose several alternatives, for example,
either to restrict the number of actiyities, or reduce its expected achievements.
These imply the adoption of comprehensive budgeting. To help with financial

management, the boards are advised to forecast the year’s cash flow.

7. Change in Reporting Policy

7.1  Background. In terms of accountability to external parties, schools
were in the past also to involve the parents and the community. The then
Board of Governors was elected by the parents of pupils attending the school
(Department of Education, 1977, p.5). It was also ruled that the members of
the board were to serve the community (Ibid, p. 13). However, parental and"
community control was not then the intention and, hence, reporting to the
parents and the community was not mandatory. The absence of community
control under the former system is reflected in the proposal by Ruth
Richardson, an Opposition speaker on education. During her 1987 election
campaign, she argued that it was imperative that schools joined the market
economy. She further proposed, that schools should have ‘local control rather

than local involvement...’(Oliver, 1993, p.7).

Before the reform annual reporting was confined to financial accounts only.
The statements were to be audited and submitted to the Department of

Education. In this connection, section 64 (1) of the Education Act 1964 states:

The governing body of every secondary school shall cause to be
forwarded to the Director-General, before the last day of May in each
year, a report for the previous year containing a statement of accounts
in the form approved by the Director-General setting out its income
and expenditure for the year ending with the thirty-first day of January
preceding, and its assets and liabilities, and such other information as
the governing body considers appropriate.

33



Schools were also subject to departmental inspections in addition to the
inspection by the Audit Office. The aim of the departmental inspection was to
ensure ‘the accuracy of accounting and accounting procedures’ (Department
of Education,1977, p. 35). There was little requirement for performance
measurement and reporting, or for any formal reporting to the parents and the

community.

7.2  New Reporting Requirements: Associated with the new external

structure discussed earlier, is the imposition of a wider accountability and
wider reporting requirements upon schools. The wider accountability may be
seen in terms of two dimensions: first, there is now need for school objectives
and performance measures (outputs) to be published (Hay, 1991, p.31) in
addition to the report on the use of funds. Second, schools are now made
accountable to the parents and the community, in addition to being
accountable to the Ministry. The reporting of school objectives and
performance is associated with the Public Sector Accounting Concepts
(PSAC) issued by the New Zealand Society of Accountants® (NZSA).

Under the reform, the Board of Trustees is required to develop an accounting
structure and information system which will enable it to provide internal and
external reporting. No such structure and system were emphasized under the
old system. Flexibility is now given in the sense that the work associated with
accounting and reporting may alternatively be contracted out to the Education
Service Centres or any professionals in the private sector, if no such facilities
are available on site. In connection with internal reporting, the Board is
required to provide a system for monthly management reports to enable it to
monitor expenditure against budget. The system of management reporting is
aimed at enabling the Board to note the progress towards the achievement of

school objectives.

6 Now known as NZ Institute of Chartered Accountants
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7.2.1 Annual Reporting: The objective of external reporting is to ‘provide a
means of holding the board accountable for its trusteeship of the school’s
assets and also help the board in planning its future course’ (Ministry of
Education,1989, p. 6-3). The Board of Trustees must ensure that financial
reporting conforms to the standards set out in the NZSA’s Statements of
Public Sector Accounting Standards. The accounting system should also
provide for (ibid) :

reporting in terms of Public Sector Accounting Concepts (PSAC);
ad hoc reporting;

budgeting data;

comparison of budget and actual income and expenses; and

accounting for separate activities (e.g. tuck shop, hostel).

Conformity to PSAC is emphasized under the reform. PSAC is considered
important because it ‘places an emphasis on the achievement of goals and
objectives and promotes the use of value for money rather than just assessing
in the control of spending. In doing so it becomes an accountability tool for
boards of trustees’ (Ibid). This type of reporting is considered beneficial to
schools because it helps to show the community how well the school has

performed.

Performance reporting is made mandatory through legislation. On the basis of
the Public Finance Act 1989, schools are required to prepare a statement of
objectives and a statement of service performance, apart from the usual
income statement, the balance sheet and the statement of cash flows. The
statements associated with performance reporting do not have a counterpart in
ownership-oriented private sector financial reporting (McCulloch and Ball,

1992, p. 11). Public sector performance is interpreted in terms of two
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important concepts: outputs and outcomes. These concepts are discussed

separately below.

The reporting requirements are spelt out in section 41 of the Public Finance
Act (1989) as follows:
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A statement of the financial position of the Crown entity at its balance
date

An operating statement reflecting the revenue and expenses of the
Crown entity for the financial year

A statement of cash flows reflecting cash flows of the Crown entity
for the financial year

A statement specifying the financial performance to be achieved by the
Crown entity during the financial year as established at the beginning
of the financial year

Where the Crown entity is named or described in the Fifth Schedule to
this Act, a statement of objectives specifying the classes of outputs to
be produced by the Crown entity during the financial year as
established at the beginning of the financial year

Where the Crown entity is named or described in the Fifth Schedule to
this Act, a statement of service performance reporting the classes of
outputs produced by the Crown entity during the financial year as
compared with the classes of outputs established at the beginning of
the financial year and specified in the statement of objectives

A statement of commitments of the Crown entity as at the balance
sheet date

A statement of contingent liabilities of the Crown entity as at the
balance date

A statement of accounting policies
Such other statements as are necessary to fairly reflect the financial

operations of the Crown entity for the financial year and its financial
position at the end of the financial year
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(k) Inrelation to each statement required by paragraph (a) of this
subsection and, where appropriate, by paragraph (j) of this subsection,
budgeted figures for the financial year

(1) Inrelation to each statement required by paragraph (a) to (c) ,
paragraph (g) and paragraph (h) of this subsection and where
appropriate, by paragraph (j) of this subsection, comparative
actual figures for the previous year

Under the Public Finance Act (1989), schools fall within the description of
education agencies and are included within the Fifth Schedule of the Act. The
term ‘Crown entity’ referred to above also includes schools. Section 90 of the

Education Act 1989 states:

Every Board (of Trustees) is a Crown entity for the purposes of the
Public Finance Act 1989.

The Public Finance Act (1989) gives certain flexibilities to the above

reporting requirement for the school Board of Trustees. Section 41A states:

Subject to subsection (2) of this section, with the consent of the
Minister, given on any conditions the Minister thinks fit (which may
include a requirement that the financial statements of any Board of
Trustees constituted under Part IX of the Education Act 1989 include
other statements, figures, or accounts in place of the statements
dispensed with), a Board as constituted under Part IX of the Education
Act 1989 may dispense with preparing any of the statements referred
to in section 41(2) of this Act.

The Minister shall not give a consent under subsection (1) of this
section unless satisfied on reasonable grounds that in all the
circumstances the preparation of all the statements referred to in
subsection (1) of this section -

(i) Is not essential because the remaining statements for
the financial year can reflect the financial position and

operations of the Board; and

(ii)  would be unduly onerous on the Board.
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In a later circular, the Ministry set out the minimum requirement for the
reporting of service performance. It provided for a minimum of three
objectives to be set before the beginning of the year (Appendix 1, Ministry of
Education Circular, 1992/50). When a statement of service performance is
prepared it will be necessary for the school to establish a comparison between
the objectives set and what has been achieved using a measurement criterion.
The measurement criterion is the comparison between the planned and the
actual outputs of quantity, cost, and the time over which the service was

provided.

7.2.2 Reporting to the Parents and Community: Under the reform the
community is structurally linked with the school through the BOT, and
reporting to the parents and the community has now become mandatory. This

is based on the concept that ‘individual learning institutions would become the
basic units of education administration and in which professionals and
communities would become partners in the enterprise of identifying clear
objectives to reflect local and national needs and for which each institution
would be held accountable’ (Edwards, 1991, p.31). Thus accountability to the
community demands that the BOT make regular reports of its performance
related to each of the chartered objectives which it has at the outset
established with the agreement of the Ministry. These chartered objectives
cover curricula (national and local), community partnership, finance, equity,
property management, personnel matters, pupil attendance, and the Treaty of
Waitangi (Oliver, 1993). In addition to performance reporting which is
required to be made in the annual reports, principals are separately
accountable for measuring pupil performance, for reporting regularly to
parents and caregivers on the progress of the pupils and to state in the report
that the operation of the school will be regularly reviewed by the ERO (Oliver,
1993; Jacobs, 1995). In terms of performance reporting 7omorrow’s Schools

stated as follows:
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Each institution will set its own objectives, within the overall national
guidelines set by the state. These objectives will reflect the particular
needs of the community in which the institution is located, and will be
clearly set out in a ‘charter’ drawn up by the institution. The charter
will act as a contract between the community and the institution and
the institution and the state.

The board of trustees will be required to report regularly to its
community on the objectives of the institution’s charter and how well
they are being achieved. It will also be expected to ensure that the
community is informed regularly of the educational achievements of
the institution as a whole (1.1.9).

An independent Parent Advocacy Council will be established, to
promote the interest of parents at all levels of education (2.4.1).

Qutputs _and _Qutcomes: The difficulty of measuring service

performance is well recognized (Edwards, 1991, p. 35). One reason for this

difficulty is the elusive concept associated with service performance or

outputs. For the purpose of specificity, the reform makes a distinction between

the concepts of outputs and outcomes. This distinction forms the basis of

performance accountability and is central to the accountability relationship

between the state and the department (McCulloch and Ball, 1992).

Ball (1989)’ defines outputs and outcomes as follows:

‘Outputs are goods and services produced by departments. Outputs
may be of a variety of types, including policy advice, administration of
grants, provision of specific (e.g. education) services’.

‘Outcomes are the impacts on, or consequences for, the community of
the interventions of the Government. Thus a lowered incidence of
disease is an example of an outcome, as is a lowered crime rate, or an
increase in economic welfare’.

For schools, outputs are defined as ‘the services provided by the board of

trustees for its students or for the Ministry of Education’ (Ministry of

Education Circular 1992/50). In terms of performance accountability, schools

7 See also The Treasury document published August 1996 entitled ‘Putting It Together’.
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are only made accountable over outputs, not over outcomes. Qutcomes are the
responsibility of the respective Minister. Thus, outputs are required to be set
out in school charters, and schools are to ensure that the objectives are
implemented by providing clear sets of guidelines or policies (Oliver, 1993).
McCulloch and Ball (1992) provided an example of the difference between
the two concepts, by using the example of road safety. If reduction in road
accidents is an outcome sought by Ministers, they might seek from appropriate
departments such outputs as road patrol, vehicle safety checks, road
maintenance and driver testing. Similarly, schools are accountable to the
community and the Ministry only over outputs such as the provision of
learning opportunities, not over outcomes such as the development of more
educated citizens. The objectives or planned outputs which are required to be
laid down at the beginning of the year are to be compared to the actual outputs

or performance at the end of the year.

8. Summary

School reform is part of the reforms in the public sector. The reasons for
public sector reforms are complex and influenced by social and political
factors. However, two important reasons for the reforms were economic
setbacks and public sector overload. The New Right movement attributed
these causes, in particular the latter, to the lack of competition within the

public sector.

On the basis of public choice theory, the New Right movement argued that in
order for the public sector to be efficient, it needed to adopt a market
approach. The reform became a reality when the New Right movement
eventually gained the support of politicians and others, including economists

and social theorists.
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New Zealand school reform was initiated by the Treasury (1987) and the Picot
Report (1988). The latter called for a simpler educational structure, more

decentralization with wider accountability.

A simpler structure was achieved through the abolishment of the Department
of Education and the related agencies, such as the inspectorate and the
education boards. The new Boards of Trustees were now given more
autonomy with regard to staffing and finance. However, a greater
accountability was imposed: there is currently a need for more performance
measurement and reporting, and the board is directly accountable to the

parents and the community.

Regarding resourcing, schools are now, as in the past, open to three main
sources of funds: government funding; locally raised income; and borrowing.
Increased decentralization introduced ‘bulk funding’ by which schools have to
manage all expenditures, with certain exceptions relating to major capital
expenditures, such as new buildings, reroofing, etc. Schools are now resourced
mainly on the basis of formula funding. In the past, schools were given
autonomy to manage a much smaller amount of expenditure. But now, as in
the past, schools are also encouraged to seek locally raised income. There is
also greater borrowing power now in the sense that the BOTs are free to
borrow from any sources (except offshore borrowing) without the need for
prior approval. The debts of the new boards are, however, not guaranteed by

the government.

In both situations planning and control through the budgets are emphasized.
The reform has called for the expenditures to be directly linked with the
chartered objectives and the objectives are to be arranged in order of priority.
Schools may cut back on low priority activities if there are insufficient funds.

This implies comprehensive budgeting.
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The main change in reporting from the previous system is the demand for
more information covering both financial and performance reporting.
Financial reporting is now required to conform to the standards as set out by
the NZSA’s Statements of Public Sector Accounting Standards. There is also
need under the reform for schools to make regular reports to the parents and

the community on the performance of the boards’ chartered objectives.

The background information gathered on school reform will serve as the data
(raw materials) for the research ahead. The next chapter discusses the research

approach to be adopted.
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Chapter Three

The Research Approach

1. Introduction

In Chapter One I identified ‘what’ is to be researched. In Chapter Two I have
provided the ‘backdrop’ in the form of the background to school reform. The
present chapter serves as an extension of Chapter One in the sense that it looks
closer at the research environment. While it is intended to examine the related
research in greater detail, my main concern here is with the question of ‘how’. In
particular, I intend to elaborate upon the research methodology and methods
which are defined as follows: Methodology is taken to substantially equate to the
principles which shape the researcher’s understanding and acceptance of what
knowledge is; method, on the other hand, is concerned with data gathering and

analysis (Aitken and Gaffikin, 1987, p.5).

This chapter is organized beginning with a review of the existing literature,
followed by a discussion of the appropriate methodology and methods to be

adopted for this study. It ends with a summary.

2. Literature Review

School reform has attracted a substantial amount of research, both in NZ and the
UK. These studies may be divided into two different groups. The first group
consists of those that are only interested in the organizational changes per se.

Most of these studies have contextual features. However, they are mainly
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descriptive, less holistic and less analytical in character. These works may be
termed, ‘descriptive research’. The second group is much deeper and more
analytical in its approach, in the sense that not only are these studies interested in
changes arising from the reform but they also attempt to analyse those changes.
Some studies in the latter group, notably those which have an accounting
perspective have analysed their findings from the interpretive approach shaped by
well developed theoretical positions. This group may for the purpose here be
termed ‘analytical research’. The latter group, in particular, those adopting the
sociological theories, is considered more important to this study. The following
review of prior research on school reform shall be carried out according to these

two groups of works.

2.1  Descriptive Research: Much of the descriptive research associated with

NZ school reform was carried out by educationalists. Descriptive research in the
UK from this perspective is numerous'. Among the NZ studies on school reform
carried out from the education perspective were Wylie, (1991), Mitchell et al.,
(1993), Gordon et al.,, (1994) and Waslander and Thrupp, (1995). Two NZ
descriptive studies on school reform, conducted from the accounting perspective,
were Hay, (1990; 1995) and Charsley, (1996). The approach often used by these
studies was contextual and interpretive, that is qualitative, thereby focusing upon
‘the perceptions of the participants’. I will elaborate the methodologies and

methods associated with these works in the sections following.

The studies by Wylie, (1991), Mitchell et al., (1993) and Gordon et al., (1994)
examined the general impacts of the reform. They cover several different areas,

including the changes in the school charter, staff development, training, funding,

! Several UK studies of educational interest appear in BERA Dialogues (6) edited by Wallace
(1992). Among the other works are Cave (1990), Walker et al., (1991), Dixon (1991), Davies and
Anderson (1992), Dimmock (1993), Knight (1993), Maden (1992), and Caldwell (1993).
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market, curriculum, and assessment. Among their major findings were increased

workloads, in particular, for the principals, and poor resourcing in the schools.

Hay, (1990; 1995), Waslander and Thrupp, (1995) and Charsley, (1996) were less
general in character in the sense that they focused on specific issues. They studies
were little concerned with resourcing least of all on school accountability and

reporting.

Waslander and Thrupp,(1995) explored market issues focusing on parental choice
of schools and school choice of pupils. Their study revealed that, in general
terms, marketisation influenced the behaviour of parents of higher socio-
economic status more than those of the less advantaged. The study also found that
the more advantaged and higher socio-economic status schools seemed insulated
from market competition by virtue of their popularity, in the sense that these
schools saw little advantage in growth beyond the level dictated by physical space
and organizational considerations. Their study seemed to support the view of the
critics of marketisation that advantaged parents would simply add to their

advantage through choice policies.

Charsley, (1996) aimed at identifying and evaluating the administrative and
financial changes as a result of the reform, focusing on schools involved in the
direct resourcing scheme. The major finding was that while there was an overall
feeling of support for the reform, there was also general complaint about
inadequate resources. Charsley pointed out that one major weakness of the reform
was a lack of emphasis upon staff development. The reform did not provide
enough emphasis upon the development of competence and confidence amidst
governance and management. Thus the new financial management lacked focus

on long term future development.
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Hay, (1990; 1995) explored control culture in schools. In his earlier study Hay
examined the methods used by the primary school BOT to control school
finances. It was found that the appropriate internal control in the form of
organizational culture was not present. The existing culture could not be relied on
to provide control. However, some organizational changes were noted. While
internal control under the new situation was not good, there was some evidence
that it was better than under the old system. The finding from his later study
(Hay,1995) is similar. The later study also found that the absence of formal
control was not compensated for by the existence of an appropriate control

culture.

2.2 Analytical Research: Much of these works were carried out in the UK.

Analytical research not shaped by a theoretical position shall be discussed first.

Broadbent et al., (1994) examined the roles of accounting in schools. This study
was influenced by earlier works, for example, Burchell et al., (1980) and Laughlin
and Lowe,(1990). These earlier studies were based on the premise that accounting
fulfilled a number of different roles in society. Broadbent et al., (1994) identified
two different roles of accounting in schools: its roles in the “private sphere” and
its roles in the “public sphere”. The “private sphere” is where the roles of
accounting are not discussed publicly, unless something ‘goes wrong’. Closely
associated with this sphere is the school’s authentic objective or educational
values which are considered private and “sacred” and not open for public debate.
The “public sphere”, on the other hand, is more closely associated with both
external relationships and with formal and explicit interrelationships within the

organization.

The roles of accounting were examined in terms of budget construction and the

uses of budget information. It was observed that budget construction was based
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on the traditional incremental approach which had involved the least process of
questioning. As noted by Broadbent et al., (1994), “The budgeting process is not
being used as a vehicle in the process of questioning what should be done.
Budgets are not being used as a tool to force public debate about the nature of
their activities” (p.274). Thus this aspect of budgeting is closely associated with

the educational values which are ‘more closely akin to the private sphere’ (ibid).

In terms of the use of budget information, schools have moved into the public
realm to fulfill a number of different roles, for example, for the purpose of
justifying decisions, to convince others, and as ‘a tool for rhetoric’. It was
explained that this move has a protective purpose. Broadbent et al., (1994) noted
that, ‘.. headteachers have been effective in using the budget information to seek
to protect the interests of the school against the impingement of external
environmental influences which are perceived as malign. This could be seen,
rather negatively, as a defensive attempt to maintain the status quo’ (p.276), or as
an attempt at protecting the education culture. This protective function is quite
similar to the function of the “small group” associated with Critical Theory to be

discussed later. Thus Broadbent et al., (1994) noted that:

‘This tactic follows the same logic of the other buffering tactic
mentioned....the formation of “absorbing groups” set up to deal with
intrusions into the “sacred” core of the institutions’ (p.276).

So far there seems to be little work on school reporting both in NZ and the UK.
Much of the research in this area was focused upon tertiary education institutions
(TEI). An important UK study, Gray and Haslam,(1990), focused on the quality of
disclosures in UK university annual reports. The study revealed a significantly
increasing emphasis in financial disclosures. It was also able to lend further
support to the belief that organizational reporting was driven by policy

prescription rather than by user demand.
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Similar studies on the quality of TEI annual reports were also conducted in NZ.
Among the prominent works are Dixon et al., (1992), Coy et al., (1993, 1994),
and Tower et al, (1994). The main finding was that there was substantial
improvement in the quality of tertiary annual reports. In addition, Tower et al.,
(1994) noted that among the factors that contributed to improved reporting were
changes in attitude towards reporting, commitments in staff development and

training, initiatives of the senior staff, legislation, and other measures.

The merits of employing some sociological perspectives in accounting research
have been outlined in a number of papers. These include Colville (1981); Hopper
and Powell, (1985); Chua, (1986, 1988) and Roslender, (1990). The adoption of a
theoretical perspective is important because it serves as a frame of reference or a
“lens” through which the researcher can make sense of the case study. Thus,
Humphrey and Scapens,(1996) argued, ‘no researcher can avoid approaching a
case study without some prior theoretical framework, no matter how ill-specified
it might be’ (p.91). Further, citing Otley and Berry,(1994), they emphasized that,
‘case studies are likely to be most valuable where they are clear about their initial

theoretical position...’(p.102).

There has been increasing interest among accounting researchers in employing
some sociological perspectives in their analysis (Roslender, 1990; Humphrey and
Scapens, 1996). Among the popular perspectives used by accounting researchers
are Critical Theory of the Frankfurt School and Habermas, institutional theory
and Foucauldian theory. Research on school reform has so far mainly mobilised
two different perspectives, namely Critical Theory and institutional theory. These
theoretical perspectives shall be discussed next.

2.2.2 Institutional Theory Research: The institutional theory has been used by
Edwards et al., (1995, 1996) in their study of school reform in the UK. From this

48



perspective, the changes were explained in terms of the attempt by the
organization to conform to the ‘institutional environment’ which consists mainly
of the roles of the cultural elements, such as symbols, cognitive systems, and
normative beliefs (Meyer and Rowan, 1977; Scott and Meyer, 1983). In their
earlier study Edwards et al., (1995) found that ‘the requirement for such reforms
1S, as with LMSZ, more often related to external demands for legitimisation than
the needs of the organization, in this case the political and economic rationale and
demands of central government’ (p.313). Their later study attempted to analyse
‘some of the consequences of accounting’s colonisation of organizations,
specifically, the school sector in the UK’. The study suggested that there were
cultural changes as the consequences of accounting’s colonisation of the UK
school sector. Among the evidences of such colonisation were, first, the
emergence of the new vocabulary of “management” in the LEAs and schools. In
addition, accounting and budgeting functions in the schools were found to be
much more central and hence more clearly visible. It was also noted that the
‘position of accounting as “profession” within the LEA, perhaps at the expense of
teaching professional element in LEAs...is clearly enhanced’ (p.33). Further, the
introduction of devolved budgets and local management has led to greater levels
of ‘cost consciousness’ and has created scope for action by schools to capitalize

on this notion.

Institutional theory has been criticised on several grounds (see Covaleski and
Dirsmith, 1988). Among its weaknesses are first, ‘its apparent assumption of
passivity’ (ibid). The expectations of acceptable practice are presumed to exist,
and organizations conform to them to gain legitimacy and continued support. The
second criticism relates to the institutional perspective’s apparent inattention to

power and self-interest (Covaleski and Dirsmith, 1988, p.565).

2 LMS denotes Local Management of Schools, similar to NZ’s Tomorrow s Schools
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2.2.3 Critical Perspective Research: Studies within this group have used the
Habermasian version of critical theory as adapted by Laughlin, (1991) for

accounting research. Consistent with the Habermasian model, Laughlin, (1991)
differentiated three elements within an organization, namely the “interpretive
schemes™, “design archetype” and “sub-systems”. These elements are described

as follows:

‘The interpretive schemes are seen as the underlying sets of values and
beliefs which are held by Organizational members. They are given
structure and coherence by the design archetype, which comprises the
structures and the management systems of the Organization. The sub-
systems, in an ideal-type situation, are guided by the design archetype in
ways which are commensurate with the values represented in the
interpretive schemes (Broadbent, 1992, p. 345).

Interpretive schemes are formed discursively over time and comprise the beliefs
and experiences that guide behaviour and action (Laughlin, 1991). The design
archetype (control structures/management systems) which is the steering media
forms a crucial link between the sub-systems and the interpretive schemes.
Laughlin et al., (1994) further describes the control structures and management
systems that make up the design archetype. The design of the structures and

management systems:

‘is given coherence through an underlying set of values and beliefs... it
includes the design and functioning of the organization structure, decision
processes and communication system of any organization’ (Laughlin et
al., 1994, p.62).

The central feature of Laughlin’s (1991) adapted model is the way organizations

respond to change. The key question is whether the interpretive schemes are
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influenced or not. External influences or disturbances® will first affect its design
archetypes. Laughlin’s (1991) analysis of the consequences of the impacts of the
disturbances is detailed, examining various possibilities. First, the introduction of
a new order may cause a change in the design archetypes without affecting the
interpretive schemes. This type of change, affecting the design archetypes only
without affecting the interpretive schemes, is called a “first order change” or
“morphostatic change”. There are two types of first order change: “rebuttal” and
“reorientation” (see Figure 1). The former type is temporary, where the
disturbance caused is short term and the organization is successful in turning
away the disturbance and then reverts back to its original structures and systems.
Reorientation occurs when the organization is not able to turn away the
disturbance and has to adapt to the new structures and systems. The change in the

design archetypes here is permanent.

A second order change occurs when the disturbance influences the interpretive
schemes. In this case, as a result of the external influence, the organization begins
to adopt a new set of interpretive schemes different from its original values and
beliefs - a process known as “colonization” (see Figure 2). But Laughlin (1991),
consistent with the Habermasian model, argued that a second order change can
also occur as a result of internal colonisation at the organizational level, This
occurs when the design archetypes embody values and beliefs alien to the
organizational interpretive schemes and proceed to convert the organization to
these values causing organizational fragmentation or “schizoid” (Laughlin, 1991).
To prevent the second order change, a common way is to engender a first order
change by intentionally altering the design archetype and setting up a “small
group”. The use of the small group is not something new. It is quite well
recognised in management literature (Jacobs, 1995). Citing Bion (1968), Jacobs

argued that the creation of a “specialized work” group is an effective way to cope

3 Also called “kicks” or “jolts” by Laughlin (1991)
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Figure 1: Reorientation

Interpretive
Schemes 1
Disturbance Design Design
Archetypes 1 Archetypes 2
Subsystems 1 Subsystems 2
Figure 2: Colonization
Interpretive Interpretive
Schemes 1 Schemes 2
Disturbance Design Design
Archetypes 1 Archetypes 2
Subsystems 1 Subsystems 2

Adapted from Laughlin (1991)




with a perceived threat. De Board, (1987) further explained the small group as

follows:

In effect [specialised work groups] are sub-groups budded off from the
main group, whose main task is to deal with the basic assumptions on
behalf of the main group, thereby allowing the work group function of the
main group to proceed efficiently’ (n.83).

The changes in the schools are examined and explained in terms of the main
concepts associated with this theory, among which are “interpretive schemes” and
“organizational change”. One NZ study on school reform from this perspective
was carried out by Jacobs, (1995) which was similar in approach, context and
findings to another earlier and more prominent work in the UK - Broadbent et al.,
(1992a), and Laughlin et al., (1994). As such, it shall be discussed in conjunction
with these earlier UK studies next. In his analysis, Jacobs noted that school

accounting information played only a ritual role in its external relationship.

The study by Broadbent et al., (1992a) is one of the most influential works to this
study. It examined the changes associated with the LMS in four schools. One of
the significant findings of the study was that, although the schools were different
in size and socio-economic background, ‘the effects of the introduction of LMS
has been remarkably similar in all the schools’. The LMS was associated with a
new culture related to economic rationality. It was found that although the
structures of the schools had changed, the educational values of the schools were
found to be intact: ‘Nowhere has there been heard an argument that any of the
schools’ activities should be stopped or reduced because of the economic or
financial reasons only’ (p.65). Economic issues generated by LMS remained
peripheral, located within small groups of people. Similar changes were found in
the NZ study by Jacobs, (1995). Broadbent et al., (1992a) further argued that the

situation can possibly change. This is because ‘...those who are involved in LMS
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may well develop a lifeworld which takes on board the values of LMS. Thus
second order change may develop...’(ibid). On the other hand, the educational
system may be secure enough to ensure that the change process remains at the ‘re-
orientation’ stage. It was noted that different situations may develop in different
schools. The detail can only be found in the context of particular empirical
situations (p.66).

The study by Laughlin et al., (1994) represented an extension of the earlier work
by Broadbent et al., (1992a) discussed above. This research was aimed at
exploring ‘in depth, the nature and diversity of this small absorbing group, from
both a theoretical and empirical viewpoint, as well as raising a critical agenda
concerning this handling process’ (p. 60). The study went on to look at the
different designs of the absorbing groups in the selected schools. Using the
interpretive approach discussed earlier, they interviewed teachers, headteachers
and chairs of governors of twenty four schools of different sizes and
socioeconomic backgrounds. The study covered schools of all levels but more
than half consisted of secondary schools. The study approached the examination
of the nature of the small groups through the understanding of the headteachers.
In almost all the cases the headteachers were fully involved in LMS with a few
cases where their roles were just adyvisory or sharing. Among these different
groups, many were observed to be causing tensions and stress among the staff.
Only one type (the informer-involver) seemed to be the most appropriate for
handling LMS because the informer-involver was least anxiety inducing. Some
seemed to have the potential of being “colonised”, in the sense that the
educational objective might eventually be overcome by the concern for economic

efficiency.
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3. Methodology

The above studies, descriptive and analytical, have all adopted the interpretive
approach. In essence, the approach focuses upon attempts to ‘understand’ a
certain situation from the perception of the participants (Tomkins and Groves,
1983; Chua, 1986). The concern is to adopt what Laughlin, (1995) termed
“middle-range” thinking. Central to this thinking is that because the social world
is complex, only “skeletal” generalizations are ever possible. A theory is seen as a
skeleton which can be ‘fleshed out’ by the empirical details of a particular
situation and modified in the light of empirical data. As such a theory will inform
and be informed by the field work (Broadbent et al., 1992a). As stated by
Laughlin et al., (1994):

‘Thus with the current levels of understanding, it is impossible to use the
models either to predict exactly how the organizational arrangements will
look in specific instances or which pathways will be followed from any
actual disturbance. While the theories may well advance with greater
empirical exposure it is unlikely they will ever be anything other than
“middle” range, always requiring amplification and refinement through
empirical examples’ (Laughlin et al., 1994, p.61).

Accounting research has long been dominated by scientific methodology or
positivism (Abdel-Khalik and Ajinkya, 1980; Chua, 1986). Reese, (1980) defined
positivism as ‘a family of philosophies characterized by an extremely positive
evaluation of science and scientific method’ (p.450). Among the assumptions of
positivism are: first, an ontological assumption of a single, tangible reality ‘out
there’ that can be broken apart into pieces capable of being studied
independently; second, an epistemological assumption about the possibility of
separation of the observer from the observed, the knower from the known; third,
an assumption of the temporal and contextual independence of observations, so

that what is true at one time and place may, under appropriate circumstances
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(such as sampling) also be true at another time and place; fourth, an axiological
assumption of value freedom, that is, positivism assumes that the results of an
inquiry are essentially free from the influence of any value system; and lastly, an
assumption of linear causality - there are no effects without causes and no causes

without effects (Lincoln and Guba,1985, p.28).

These assumptions ‘are increasingly difficult to maintain® (ibid) as they are being
attacked by various critics, not only within the social sciences but within the
physical sciences as well. In the physical sciences, for example, Schwartz and
Ogilvy (1979), having described what they took to be the three basic assumptions
of the Newtonian world view, added that “all of these basic assumptions are now
being challenged by theoretical and experimental findings’ (Lincoln and Guba,
1985, p. 24). Among the major challenges is that ‘positivism leads to an

inadequate conceptualization of what science is’. Thus Hesse,(1980) *,

‘asserts that all attempts to find demarcating criteria, that is necessary
and sufficient conditions for a belief system to be science, have failed.
These failures include all verifiability and falsibility criteria, and specific
appeals to experimentation and/or to particular kinds of inductive or
theoretical inference’.

Lincoln and Guba, (1985) also pointed out that positivism is unable to deal
adequately with two crucial and interacting aspects of the theory-fact relationship.
The first aspect is concerned with the problem of induction. In deduction, given
the validity of the premise, the conclusion must be true. But in induction there are
always many conclusions that can reasonably be related to certain premises.
Hence there cannot be convergence, nor a certain or true theory. The second
aspect is the apparent impossibility of having facts that are not themselves theory

determined. The truth of a proposition (fact on trial) cannot be determined, except

* See Lincoln and Guba (1985) p.25
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in relation to a true theory. However, as discussed above a true theory cannot be

derived because of the problem of induction. Hence the reasoning is circular
(Lincoln and Guba,1985 p.26).

If positivism is difficult for the physical sciences, it should be more so for the
social sciences. A different approach seemed necessary for the social sciences.
An early statement on the special method of the social sciences was made by the
German neo-Idealist philosopher, Wilhelm Dilthey’. Dilthey argued that the
social science was basically different from the physical science and attempted to
place it (Geisteswissenschaften) on a different methodological basis from the
physical science (Naturwissenschaften). It was argued that the data of the social
sciences (human minds) were given, not derived. It is within himself that the

social scientist is to find the key to the social world. Thus according to Dilthey:

‘The natural sciences seek abstracted explanatory ultimates whereas the
social sciences seek immediate understanding through insight into their
raw data. Humanistic and artistic insights are the goals of the social
sciences, and these are achieved not through the methods of the natural
sciences but only by means of empathetic identification with the values
and meanings examined in the minds of social actors. This is the process
of subjective understanding or interpretation (verstehen), and we achieve
such understanding through the process of “reliving” social events’
(Truzzi, 1974, p.9).

Responding to the ‘humanistic and artistic insights’ mentioned by Dilthey above,
Lincoln and Guba (1985) provided a set of assumptions for naturalism® or the

interpretive approach to match those of positivism discussed earlier. Regarding

* See Truzzi (1974, p.8). Dilthey (1833-1911) was reacting to what he called the ‘crass, naturalistic
metaphysics’ of Auguste Comte and, especially to the conclusion of John Stuart Mill: ‘If we are to
escape from the inevitable failures of social science when compared with the steady progress of the
natural sciences, our only hope lies in generalizing the methods which have proved so fruitful in the
natural sciences so as to fit them to the uses of the social sciences’.
¢ Lincoln and Guba (1985) referred to the anti-positivistic stand as naturalism. This is similar to the
interpretive approach construct.
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the nature of reality (ontology), the naturalist sees multiple constructed realities
that can be studied only holistically. First, inquiry into these multiple realities will
inevitably diverge (each inquiry raises more questions than it answers), so that
prediction and control are unlikely outcomes, although some level of
understanding (verstehen) can be achieved. Second, regarding the relationship of
knower to known (epistemology), the inquirer and the “object” of inquiry interact
to influence one another; knower and known are inseparable. Third, with regard
to the possibility of generalisation, the aim of the inquirer is to develop an
idiographic body of knowledge in the form of a “working hypothesis” that
describes or gives insight into the individual case. Fourth, regarding the
possibility of causal linkage, all entities are seen in a state of mutual simultaneous
shaping so that it is impossible to distinguish causes and effects. Lastly, on the
role of values in inquiry (axiology), the naturalist does not see the inquiry as value
free, but rather value bound and subject to various influences: the inquirer, the

choice of paradigm, the choice of substantive theory.

The increasing interest in the interpretive approach among accounting researchers
had been gathering steam since the last decade. For example, Burchell et al
(1980) had already pointed out that accounting was implicated in social and
organisational practice. The growth in the interest in the interpretive approach is
also associated with the growing interest in contextual research (Broadbent and

Guthrie,1992). Thus, Broadbent and Guthrie,(1992) argued:

‘Consistent with the argument that accounting should be known for what
it does in specific contexts rather than what it might be able to do in a
generalized and abstract arena (Hopwood, 1985), more empirical research
has been carried out.’(Broadbent and Guthrie, 1992, p.6).
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The interpretive methodology in accounting research has many advocates (e.g.
Tomkins and Groves, 1983; Chua, 1986). Tomkins and Groves,(1983) explained
the importance of getting inside the feeling and experience of the participants.
Citing Blumer, they stressed the importance:

\..for “feeling one’s way inside the experience of the actor” in order to
gain an understanding (or verstehen) of the research subject’s subjective
perspective in specified decision contexts. Through such a process one
may well identify many significant forms of social behaviour which cannot
be related to a few well specified variables with stable meanings but
which result from the nature of each interaction between a group of
persons’ (p.369).

The importance of understanding meanings in case study research was stressed by
Chua,(1986) as follows:

‘Meanings are themselves built on other meanings and social practices.
As such, “thick” case studies conducted in the life-world of actors are
preferred to distant large-scale sampling or mathematical modelling of
human intention (p. 615)....there is much to be gained by moving
accounting into the life-world of actors...the approach offers an
understanding of accounting in action’ (p.618).

The use of the interpretive approach seems to be the more appropriate
methodology for this study for at least two reasons. First, in terms of the aims and
objectives, this study intends to ‘explore’ and to ‘understand’ in terms of the
‘middle range’ position. As such, heavy reliance is placed upon the perceptions of
the respondents, for example, upon how and why the observed phenomena are
defined by them. Second, as evident from the studies reviewed above, the use of

the interpretive approach is in line with the current trend in accounting research.

As mentioned two sociological theories are dominant in school accounting
research: the institutional theory and Critical Theory. The weaknesses of the
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institutional theory have been discussed. This study has a great preference for
Critical Theory as adapted by Laughlin,(1991) for accounting research. This is not
to say that Critical theory is not without weaknesses. Like the institutional theory,
Critical Theory has also been subjected to critique. Roslender, (1990), for
example, questioned whether there is justification for employing the critical
theory perspective for micro level research since the theory was originally
developed ‘on societal level issues’. However, it may be argued that one could
focus on an organization in a social context. There are different social levels in an
organization too with the interplay of different power structures and the privilege

of certain interests (Humphrey and Scapens, 1990, p.89).

A stronger argument was provided by Laughlin,(1987). He observed that Critical
Theory is based on certain assumptions which are subject to debate. One

important assumption is that:

‘conscious human action is capable of moulding the social world to be
something different and “better”...In this respect critical theory is open to
attack by those who opt for a view either of determinism or those who
remain justifiably agnostic at this stage of our understanding’ (Laughlin,
1987, p.483).

Nevertheless, he noted that certain characteristics of the theory make it relevant
for accounting research, among which is that ‘critical theory proposes
dynamically linking theory to practice. Theory to a critical theorist, must always
have some sort of effect on practical “real world” phenomena’ (Laughlin, 1987).
Also “critical theory sees critique, change and development as vitally necessary
components of the practically based research endeavour’(ibid). Laughlin, (1987)

continued:
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‘This unabashed concern for critique of the status quo and the need for
transformation to achieve a “better” life could inject a fundamental
ethical dimension into accounting research. Hitherto this has been absent
and in this respect critical theory is potentially relevant to those who
consider these issues as vitally important’. (Laughlin, 1987, p.485).

The suitability of the theory is also explained in terms of its ability to provide an
effective framework for the analysis of the financial and administrative changes,
and also because of the openness with which the critical appraisal can be
undertaken (Broadbent et al.,, 1991). Its ‘open’ feature is consistent with the
naturalistic approach discussed earlier. Broadbent et al., (1991) elaborated that
the version associated with Habermas® thinking is considered suitable for

understanding societal changes:

‘..because of the power of his thinking to provide a discursive framework
which enables a theoretical and practical understanding of the
appropriateness of particular changes...This ability to both understand
and evaluate in the context of the wide societal model is at the heart of
Habermas’ more recent work, which has been dominated by a concern
for, and belief in, the power of a defined sense of reason and rationality to
understand and judge the world in which we are situated’(Broadbent et
al, 1991, p.1-2).

In addition, it is noted that the Habermasian model addresses an issue central to
the debate between those who see accounting systems as nothing more than
technical phenomena and those who view them as having important social roots.

Laughlin, (1987) stressed:

‘..Habermas presents a detailed process which is intended to allow not
only an understanding about the nature and interconnections of the social
and the technical but also the possibility to engender change in both’
(Laughlin, 1987, p. 487).
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The suitability of Critical Theory for accounting research would also appear
evident from its growing popularity in comparison with the institutional theory.
Referring to the use of the critical perspective in management accounting
research, Roslender, (1990) remarked that ‘The distinctly Marxist perspective
evident within contemporary sociology appeals to those management accounting
researchers who are concerned with the role which accounting and accountants
play in the processes of social reproduction, characteristics of advanced
capitalism’ (p. 353). In the UK great interest has been shown in employing
Critical Theory by a group of writers, among these are Laughlin, Lowe and Puxty,
(1982), Broadbent (1992), Broadbent et al., (1991,1992a), Laughlin et al., (1994).
In NZ the theory has been lately used by Jacobs (1995). In the main it has been
the work of Habermas which has interested them, especially his later work which
has been viewed as ‘less critical’ than most of the writings of the tradition
(Roslender, 1990, p.361).

On the basis of the above argument, the works using Critical Theory, for example,
Broadbent et al., (1992a); Laughlin et al., (1994), and Jacobs, (1995) are therefore
important to this study. They have provided many insights into how schools have
reacted to the accounting related changes introduced under the reform. However,
they are mainly studies conducted in the UK. The UK and NZ educational
reforms are not exactly the same in the sense that reforms in NZ have gone
further and are much more extreme than those in other parts of the world. The NZ
reforms have been described as ‘enormous, ambitious and unprecedented
anywhere in the world’ (Hay, 1991, p.31). In their comparison between the UK
and NZ school reforms, Dale and Ozga, (1993) noted:

‘In contrast, the New Zealand reforms were self-consciously radical and
innovatory...In New Zealand, by contrast, we suggested that the reforms
had less to do with education per se and more to do with a radical reform
of state-market relations and public administration in general, and
represented a clear departure from anything the country had attempted
before’ (pp 71/85).
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Thus, school reform in the UK has not placed as much emphasis upon
accountability and reporting’. In contrast, there is much emphasis in NZ schools
on accountability, with the need to make regular reports not only to the Ministry
but also to the parents and the community. Further, there is in NZ a demand for
wider disclosures. Financial reporting is required to be carried out on the same
basis as is practised in the private sector, using accrual accounting. Over and
above this, there is the need to measure and report performance in terms of the

predetermined objectives spelt out by the schools.

Second, among the NZ works on school reform, most of them were descriptive
and were mainly carried out from the education perspective. The sole NZ
analytical work by Jacobs,(1995) was rather ‘broad brushed’ and did not look at
changes in greater detail, in particular, those associated with the accounting
related technologies. The study said little about the impacts of the reform upon
the resourcing, budgetary and reporting practices. There was not much discussion
about the impacts of the new budgetary policies upon school efficiency and
effectiveness. Despite the importance of the accountability structure in NZ school
reform, there was little mention about the changes in the nature and quality of the
school annual reporting, including reporting to the parents and the community.
Also, the conclusion about interpretive schemes was not supported by the school

perception of the reform philosophy.

There is the need to look at the NZ school reform in greater depth. The above
study needs to be extended with a more detailed examination of the changes in
each of the technologies and their impacts upon the schools. As suggested by the
research question in Chapter One, I intend to cover the organizational changes in

the technologies and the impacts of these changes upon the schools.

7 See Maden (1992) in BERA Dialogues No 6. In her analysis of the policy implications of LMS,
little mention was made about school reporting. Open enrolment is assumed to provide the main
instrument for competition and efficiency.
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In terms of the above discussion on the research approach, this study takes an
interpretive position. As argued above positivism is inappropriate for this study
particularly because it lacks attention to the feelings and perception of the
participants. The changes associated with the reform, as perceived by the
participants, are the main interest of this study. The adoption of Critical Theory as
an analytical instrument is based on the belief that the educational system, like all
organizations is made up of different social levels with the interplay of power

structures and the privilege of certain interests.

4, Methods

The studies reviewed above have adopted a combination of qualitative methods
for data collection. For example, Broadbent et al., (1992a) and Jacobs, (1995)
used case studies or interviews, and observations; Mitchell et al., (1993) used a
combination of case studies and a questionnaire survey; and Coy et al., (1993)
used a combination of case studies, document analysis and formative evaluation
of reports. It is to be noted that case studies formed the dominant feature of the

studies reviewed.

Lincoln and Guba, (1985) divided qualitative methods into two dimensions
differentiated by whether another human is needed as a source. Other humans are
required for interviews, observations, and non verbal language situations, but they
need not be present when using documents and records (Lincoln and Guba,1985,
p- 199). Usual qualitative methods are observations, participant observations,
interviews, questionnaire surveys, and document and record analysis (Bollens and

Marshall, 1973; Lincoln and Guba, 1985; Babbie, 1995).



The use of the method of participant observation does not seem to be possible for
this study because of a technical difficulty. A direct involvement of the researcher
in the day to day activities may upset the smooth running of the schools. This is
because in participant observation the investigator is not merely a passive
observer, instead, he/she may take a variety of roles within a case study situation
and may actually participate in the events being studied (Yin,1989, p.92). For this
reason and also consistent with the studies reviewed above, this study shall adopt
three qualitative methods: the case studies; a questionnaire survey; and document
analysis. I will now discuss the methods to be adopted.

4.1  Case Studies: The case studies were chosen as the main research
instruments because they allowed for a much more flexible interaction between
the researcher and the respondents compared to other qualitative methods. The
importance of case study research was elaborated by Yin (1989):

‘As a research endeavour, the case study contributes uniquely to our
knowledge of individual, organizational, social, and political
phenomena...In all these situations, the distinctive need for case studies
arises out of the desire to understand complex social phenomena. In brief,
the case study allows an investigation to retain the holistic and
meaningful characteristics of real life events...’ (p.14)

Consistent with the desire to ‘understand complex social phenomena’, the
interviews were to be unstructured and open ended, allowing the free flow of
expression from the respondents. Within this approach, the researcher has a
general plan of inquiry, but not a specific set of questions that must be asked in
particular words and in a particular order. It should be more like a conversation in
which the researcher establishes a general direction for the conversation and

pursues specific topics raised by the respondent (Babbie, 1995, p.289).
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Consistent with the studies reviewed above, for example Broadbent et al., (1992a)
and Jacobs, (1995), four case study schools were selected. They consisted of four
secondary schools selected within the Waikato Region, in and around Hamilton®.
The reason for the focus on secondary schools is that the impacts of NZ reform
upon the two types of schools, primary and secondary, are different. This is
because NZ primary and secondary schools were not governed under common
policies before the reform. The secondary schools already had a certain amount of
freedom even before the reform, by virtue of the 1964 Education Act. Thus, the
1989 reform would have impacted upon the two types of schools quite differently.

The selection of these schools is not made on a representative basis. Rather it is
made purposively to cover the different and diverse socio-economic conditions.
This is because, as demanded by the interpretive approach, the selection process

was meant to include as many kinds of the variant data as possible.

The Chairperson of the Department of Accounting, Professor Jim Haslam, sent a
letter to each of the principals inviting him/her to take part in the research. In the
letter the purpose and mode of the research was explained. It was also indicated
that the schools and the respondents were to remain anonymous. The identities of
the four schools were indeed disguised. pseudonyms were used in place of their
real names and care was taken to avoid any references to the features that would

reveal their identify. A summary of the research schools is as follows:

Alice: A small secondary school located in an area with a middle to low socio-
economic background in the Waikato Region, which for some time had
been experiencing a falling roll.

Betty: A large state secondary school located in an upper middle class area of
Hamilton, with a high demand and a maximum roll.

# various other studies have also focused their research upon four case studies, for example,
Broadbent et al., (1992a), Gordon et al., (1994), Jacobs,(1995), and Waslander and Thrupp 1995).
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Cathy: 4 medium sized secondary school located in the outskirts of Hamilton
which had a very high proportion of low income population. It had for
some time been experiencing a falling roll.

Diane: A state integrated medium sized secondary school located in an upper
middle class area of Hamilton with a high demand and a maximum roll.

These schools were different in many ways. They varied in size, and had different
socio-economic backgrounds. Although the schools represented some diversity,
they were not a representative sample. The background of each of the above four
schools is further discussed in Chapter Five.

The respondents for the interviews were all school members consisting of the
BOT members, the principals, administrative staff, Heads of Departments
(HOD:s), and teachers.

The interview questions’ were meant to serve only as a guide. They were
developed from the research question discussed in Chapter One, covering the
ideas associated with the four technologies concerned. The questions were not
structured according to the different technologies because of the close
interrelationship between them. They were also so structured so as to allow for

ideas to freely flow back and forth across the technologies.

The questions were developed at two levels: the pre-test level, and the final level.

The pre-test attempted to smooth the way towards the main part of the study by

® The pre-test interview questions were prepared with the help of Mr Brian Prestidge, former
Principal of Fairfield College, Hamilton, now a member of the School of Education, University of
Waikato. I informed him about the objectives of the study and asked him to identify any problems
that schools might have with the draft questions such as confusing words, inappropriate terms, and
improper sequencing of items. The draft questions underwent two revisions.
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reducing unforeseen errors from the study design. The importance of pre-testing
is emphasized by Babbie, (1973):

‘The arguments for this are compelling. No researcher wishes to invest
large sums of money and considerable effort in a faulty research
design....Conducting pre-tests of the various individual aspects of the
study design and analysis is extremely important.. (pp. 205/211)

The first pre-test was held at a secondary school in a large town in the Waikato
region on Thursday, 30 May 1996. Two interviews were carried out, the first with
the Head of the English Department, the second with the Head of the Geography
Department. The latter was also a staff representative on the school Board of
Trustees. Following these interviews, the questions were revised. Some of the
questions were found to be too long and ambiguous. Others were thought to be
rather complex for some of the respondents. The second pre-test was held at the
same location on 12 June 1996. The respondents for the interviews were the
principal and the Executive Officer. On the basis of these pre-tests, the interview
questions were further revised before a version deemed reasonable was reached.
This version is shown in Appendix C. The insights from the interviews are

discussed in Chapter Five.

42  Surveys: Surveys are useful whenever the desire is to understand an issue
through a study of perceptions of a large number of informed persons who are
geographically dispersed. It is now a popular instrument for eliciting opinions in
empirical accounting research (Collier and Wallace, 1992, p. 277). However, a
survey is only able to provide rather limited in-depth information, in comparison
with interviews. The aim of the survey here was to gain some primary insights for

the subsequent in depth case studies.
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The survey respondents consisted of about one hundred secondary schools
covering the Waikato, Auckland, and Northland regions. As with the case studies
discussed above, the questionnaire for the survey was developed from the
research question discussed in Chapter One. The questionnaire intends to seek
answers associated with the changes in the four financial management and
accounting related technologies of structure, resourcing, budgeting and reporting
and the impacts of the changes upon the school culture. Because the answers to
be sought depended mainly upon school perception of the changes, most of the
questions were open ended to allow for greater flexibility and a free flow of
respondent expression. The questionnaire was designed with the guidance and
advice of three staff members of the School of Education at Waikato'’. It went
through five revisions before it was deemed reasonable. The final version of the
questionnaire is shown in Appendix D. The results of the survey are discussed in

Chapter Four.

43  Document Analysis: The documents analysed included: the school annual

reports, minutes of meetings; government documents including the relevant Acts
and Ministry circulars, ERO reports and other documents. The objectives for
document analysis are explained under the framework for data collection shown

in Appendix B.

4.4 Data Collection: As discussed above the data collected were based on the

research question discussed in Chapter One. The timetable for data collection is

shown in Appendix A.

1% The questionnaire was developed with the advice of Mr Brian Prestidge (formerly Principal of
Fairfield College, Hamilton), Professor David Mitchell and Associate Professor Clive McGee of the
School of Education.
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4.5  Data Analysis; Consistent with the interpretive methodology, the data

collected was analysed inductively, using mainly the qualitative approach. A
section of the data from the questionnaire is to be analysed quantitatively for the
purpose of reinforcement. The quantitative data have certain limitations in terms
of their rigidity, but are clearly considered to be of significant value. The
reinforcement of qualitative data with quantitatively analysed data is not
uncommon in social research. The quantitative presentation of the results does
not in any way undermine the inductive character of the analysis. The data were
presented using standard linear-analytic structures'' in which the sequence of sub-
topics involved the issue and problem being studied, the methods used, the
findings from the data collected and analysed, and the conclusions and the

implications from the findings.

5. Summary

In this chapter I reviewed the related literature associated with school reform with
the aim of identifying the research approach. Two types of studies were identified
- descriptive and analytical research. The main difference is while the former
group of studies were mainly concerned with changes per se, the latter also
attempted an analysis of the findings. The interpretive approach was the dominant
methodology used by both groups of researchers. Among the latter group are
those who analysed their findings in terms of well established theoretical
positions. Two theoretical perspectives used by existing studies on school reform
were institutional theory and Critical Theory, with the latter being more
dominant. Following on from the adoption of the interpretive approach, is the use

of qualitative methods of data collection common in the current social research.

! See Yin (1989) p.138
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The methods used in this study were case studies, questionnaire survey and

document analysis.

This study takes a ‘middle range’ position and the aim is primarily to explore and
to understand the situation within certain contexts. Such ‘understanding’ is only
possible by seeking the views and the perceptions of the participants. On this
basis and consistent with the practices from existing studies, the interpretive
approach is adopted. The methods identified and often used in other interpretive
works were case studies, questionnaire surveys and document analysis. The
questions for both the case studies as well as the survey were developed from the
research question identified in Chapter One.

Five schools were selected for the interviews. Of these five, one school was used
for the pre-tests and four schools as the main focus of the study. The interviews
formed the main part of the study with the survey providing the preliminary data.
The findings from the interviews were interpreted qualitatively. The survey was
interpreted both qualitatively as well as quantitatively with the qualitative part
forming the major part of the findings.
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Chapter Four
Questionnaire Survey Results

1. Introduction

In Chapter One I have outlined the research intention which was to gain
insights into the changes associated with the accounting and financial
management technologies - structure, resourcing, budgeting and reporting. 1
then proceeded on to discuss the research methodology and methods. As
discussed the approach is basically interpretive, in the sense that the changes
and the impacts are to be seen more from the participants’ perspective within
the context of the adapted version of Critical Theory as has been applied in
accounting and organizational analysis. The main concepts associated with
Critical Theory are, first, the interpretive schemes, and second, the concept of
organizational change (Broadbent et al., 1992a). In adopting this approach,
this study is heavily influenced by various UK studies, in particular, by
Broadbent et al., (1992a, 1994) and Laughlin, (1994). On the methods
discussed, I carried out the collection of data on the basis of in-depth case
studies, supported by a questionnaire survey using mainly the qualitative

approach.

In this chapter I present the findings from the questionnaire survey on the
basis of the research question, that is, what changes have taken place in the
four technologies and what impacts these have had on the school culture. The
issues raised here shall be further addressed in the more in-depth case studies

presented in the next chapter.

This chapter begins with an outline of the questionnaire. This is followed by a
presentation of the demographics relating to the participants’ responses. The
next section elaborates the responses focusing upon the four technologies.
Earlier on, it was deliberated that school perception on the philosophy of

change was to form an integral part of the study. However, school perceptions
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of the reform philosophy are not to be treated apart or separate from the
discussion on the technologies. This is because it is considered more
meaningful that they be discussed together and alongside the related
technology. The aim of each section is to gain insights into the changes and
their impacts upon the school interpretive schemes. The chapter will end with

a summary.

2. The Survey Questionnaire:

On the basis of the interpretive approach the questions used for the survey
were mainly open ended to allow for a free flow of expression. The survey
covered various topics focusing on changes in financial management,
accounting and reporting as well as school perception of the reform
philosophy. A small portion of the questions made use of the 5-point Likert-
type scale. These questions were aimed at exploring school perception on
various concepts and issues in terms of the scale ranging from ‘Strongly
Agree’ to “Strongly Disagree’. There is no intention to subject the findings
here to a detailed statistical analysis, the insightfulness of which, given the
difficulties of interpreting response meanings, would be problematic. Rather,
the intention is to provide some indication regarding the general feeling of the
participants which can give preliminary insights to be followed up in the in-
depth case study analysis. The additional data derived from the survey is
intended to enrich the data from the case studies which form the main part of
the study’.

The questionnaire was developed along the line of the existing literature on
school research, among the important ones are Wiley, (1990) and Mitchell et
al., (1993). As discussed in the previous chapter the questions were

constructed with the advice of the staff members of the School of Education at

! The survey questionnaire is in Appendix D. The time schedule for the survey in relation to the
case studies and data processing is shown in Appendix A
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Waikato. The questionnaire was distributed to 129 secondary schools in the
Waikato, Auckland and Northland regions, three ‘provinces’ located in the
northern part of North Island. A total of 52 schools responded, and there was a
response rate of about 40 percent. The responses varied in terms of
informational content. Although most respondents attempted most of the
questions, very few answered all the questions. This appears to be one of the
limitations of the questionnaire. Nevertheless, the information obtained did

provide significant insights into the issues for the follow-up interviews.

3. Demographics

3.1  Respondents: There were 52 respondents altogether, most of whom
consisted of the staff from the senior management group with more than 50
percent (27) consisting of principals. The others consisted of four executive
officers, three administrative managers, an accountant and a bursar. Quite a
substantial number of respondents (30 percent) did not specify their positions.
With such a high majority coming from the management group, some amount
of skewing in the distribution cannot be ruled out. The distribution of the

respondents is shown below:

3.2 Location and Enrolment. In terms of location, the schools in the

survey were quite evenly distributed with almost an equal number located in
the urban and rural areas. A smaller number (12 percent) were in the suburban
locations. In terms of size, the largest number of the schools (42 percent) were

medium sized (enrolment between 500-999 pupils), 33 percent were large
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(enrolment exceeding 1,000 pupils), and 25 percent were small (enrolment
less than 500 pupils). Most of the large and medium sized schools were
located in the urban and suburban areas and all the small schools were in the
rural areas. A substantial number of the schools (44 percent) belonged to the
lower socio-economic group (SES Decile 1-4); a smaller number (33 percent
belonged to the medium socio-economic group (SES Decile 5-7) and a smaller
number still (18 percent) in the higher socio-economic group (SES Decile 8-
10). Most of the schools were either having an increase in their enrolments (38
percent) or a steady enrolment (41 percent). About 19 percent of the schools
were experiencing a declining enrolment. A small number (2 percent) had not
responded to this part of the question.

3.3  Funding and Budget. Most of the schools in the survey (85 percent)
worked on operational grants only (not bulk funded). A substantial number of
the schools experienced deficits for the past three years (32 percent). The
percentage of the schools enjoying a surplus was 27 percent and those with a
balanced budget were 37 percent. The difference (4 percent) is accounted for
by those that did not respond to this part of the question.

4. Structure

This section discusses the changes in the school structure and how these
changes had impacted upon the schools, in particular, their interpretive

schemes.

4.1  External Structure: As discussed in the previous chapter, the reform
had involved a change in the external structure with the removal of the

Department of Education and the establishment of ERO in the new structure.

How do schools perceive this new establishment? Judging from the responses

to the question on accountability, in particular, upon the requirement to report
to the parents and to the community, it is apparent that the schools generally

found little problem with the new structure. Their perception of ERO, which
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forms an important establishment within the new structure, was quite mixed.
The survey seems to show that schools that think ERO’s reviews and audits
were helpful to schools were almost balanced by those that thought otherwise,

with a substantial number (17 percent) not sure.

Associated with the reformed external structure is the new and wider
accountability system which provides the responsibility linkage between the
schools and their respective communities. The new accountability system is
directly related to the need to provide information, not only for community
control, but also as a basis for parental choice (the market principle). The
market principle is an important feature associated with public sector and
school reforms. The aim here is to explore how schools perceive the

introduction of this market concept upon school education.

Schools were found to be critical of the market principle. With regard to the
question as to whether the market principle was applicable to schools, most
respondents (69 percent) thought that it was not appropriate. A smaller
number (23 percent) agreed to the application of the market principle to
schools with a smaller number still (8 percent) not sure of the appropriateness

of the principle.

Most respondents also considered the market principle as applied in the
education sector as distorted. Most respondents (63 percent) agreed that there
was conflict between accountability to parents and accountability to the
Ministry and ERO. A smaller number (22 percent) did not agree that there was

such conflict. Quite a substantial number (15 percent) were not sure.

Accountability to the parents serves mainly two functions - to provide
information for parental control and for parental choice. Between these two
functions, school objection seems to fall more upon parental choice (market
principle as discussed above) rather than representative parental control.
Parental control through BOT seems to be acceptable. Thus, on the question
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as to whether parental control through BOT operates in the best interest of
children’s education, more respondents (65 percent) agreed. A smaller number
(16 percent) disagreed with 19 percent not sure.

The above results suggest that there are some issues that need to be further
addressed. The respondent perception regarding the change in the external
structure, including the new establishment (ERO), does not seem to be very
clear. However, their perception of the market principle seems to indicate that
the reform philosophy has not had much influence upon the school
interpretive schemes. These issues are to be taken up further in the follow-up

case studies.

4.2  [nternal Structure: What would be the impact of the reform upon the
internal structure? The internal structure would constitute what Laughlin
(1991) labelled as design archetypes. Most respondents agreed that school

time devoted to new administrative work had increased significantly. The
often mentioned categories of tasks that had increased were those associated
with financial and property management, correspondence, paperwork,
accounting and reporting, fundraising and personnel.

The position often mentioned as most affected by the increased workload was
the “principal’. The following remarks may be regarded as quite typical:
‘Principal’s workload has increased significantly...’
‘Principal overworked...’

‘Speaking as a principal, the amount of time I have to devote to the
nuts and bolts of administration since 1989 has skyrocketed. ’

‘Principal now has greater financial responsibilities, reporting duties
etc.’

‘Principal now spends up to 20 hours per week more on administration
since 1989".
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Among the other positions mentioned by the respondents which also
experienced increased workloads were the ‘deputy principal’, ‘management

staff’, “office staff”, ‘non-teaching staff’, and ‘senior management team’.

There seemed to be a general agreement among the respondents that the main
cause of the increased workload was the increased devolution of financial
management and accounting. How did the schools manage the increased
workload? Schools were found to adopt one of two alternative policies related
to financial management and accounting. They either did all the financial
management and accounting work on site (here referred to as the centralised
financial management system, or the centralised system) or they contracted it
out to an external agency. A total of 47 schools responded to this part of the
questionnaire. Out of this number, 30 schools had adopted the centralised
financial management system. The others obtained the services of external

accounting agencies to carry out the work for them.

The adoption of the two separate policies may have some relationship with
their socio-economic status, although some of the responses were not very
clear. Comparing the ‘richer’ (medium to high socio-economic status) with
the ‘poorer’ (low socio-economic status), it was found that among those which
adopted the centralised system, 65 percent belonged to the former group.
Among those which contracted out the financial and accounting work, 70%
were from the latter group. This situation may be explained in terms of the

higher cost associated with the centralised system.

The adoption of the centralised system is associated with the employment of
new administrative staff. The new positions created were more often those in
the management group, rather than the clerical group. Among the new
positions mentioned were the ‘executive officer’, ‘business manager’,

‘executive secretary’, and ‘administrative manager’.
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Whether the centralised system or the other system was adopted, the increase
in the amount of administrative work in schools had little impact upon
teachers. Typical responses regarding this perception were as follows:

‘Academic professionals, other than the principal do not carry more
Jinancial responsibility’.

‘No additional duties for academic staff®

The above responses have given rise to some issues. Although there seemed to
be changes in the structures and practices (design archetypes and subsystems),
these changes seemed to impact mainly upon the principals and the
administrative staff, with little of the changes being placed upon teachers. The
reform seemed to have little influence upon the classrooms and the original
objectives of the schools. These issues shall further be taken up in the case
studies.

5. Resourcing

The new funding policy was discussed in Chapter Two. This section is more
concerned with the resourcing system in practice and the impacts of these

changes upon the schools.

As discussed in Chapter Two, schools depend on two main sources of income
- government grants, and the locally raised income. The results of the survey
indicated that a small portion of the schools (15 percent) were in receipt of
bulk funding, leaving most of the schools (85 percent) on operational grants
only. The much higher proportion of schools on the operational grants only
reflects the general attitude of the schools towards bulk funding.

Inadequate funding seemed to be the general complaint among the

respondents. The policy associated with increased community control (which
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relates to the wider accountability discussed in the previous section) is tied up
with the expectation of community contribution. This has been discussed in
Chapter Two. Thus, schools are expected to raise additional income in their
respective communities. Secondary schools were raising local income from
various sources even before the reform”. The school sources of income (based
on the list as used in the Mitchell et al., 1993 study) are school fees/donations,
fundraising, hireage, donations or grants from organizations, overseas pupils,

sponsorships, evening class fees, canteen, interest income, and other income.

What are the changes associated with local income? The survey revealed that
experience regarding the locally raised income varies from school to school.
Some of these sources of income are not new to some schools, but they are to
others. The following table shows the number of schools in terms of whether

they regarded each of the sources of income as ongoing or new, thus reflecting

the changes in the pattern of locally raised income.

It is apparent from the results that for most schools, fees from overseas pupils

were a new source of income. The other important sources repeatedly

? See Department of Education (1977); Guthrie et al., (1997)
3 As responses vary, the number of schools do not add up to 52 (the total number of responses

received)
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mentioned were interest income, fundraising, sponsorship and hireage.
Besides the above a few completely new sources of income emerged among a
few schools. These new sources were lawnmowing, advertising, transport
contract, early childhood centre, artificial turf business, and selling firewood.
One school with an excess capacity also provided accounting services to other
local schools. This reflects the extent to which schools will go in order to raise
funds for the needs of the children.

Besides the changes in the locally raised income, the study also looked at
several other changes that might be significant determinants of the resource
situation. Among such variables are bulk funding, school location, SES Decile
ranking and fees from overseas pupils. The impacts of these variables upon
the resource situation may be understood by associating them with the budget.
It is assumed that the level of resources has a direct impact upon the budget
situation.

Bulk funding seems to have some significant impacts upon the budgets. It was
found that the bulk funded schools either enjoyed a surplus budget (75
percent) or had a balanced budget (25 percent). None had suffered a deficit.
Among those that were not bulk funded only 18 percent experienced surplus
budgets, 39 percent had balanced budgets and 36 percent suffered deficits for
the past three years. However, in spite of this, the schools did not seem to be
attracted towards bulk funding.

School location (urban, suburban or rural) also seemed to have some
important bearing on the budget. More schools in the urban and suburban
areas had surplus and balanced budgets than their rural counterparts.
Conversely, more schools in the rural schools suffered deficits than the urban
and suburban schools. The reason may be associated with the greater difficulty

to raise local income in the rural areas. The small size, which is typical of the
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rural schools, also seemed to be greatly disadvantaged by the funding system.
This shall be further discussed in Chapter Six.

The SES Decile ranking is related to school location discussed above. The
survey seems to suggest that SES Decile ranking has a parallel influence upon
the budget. Surplus and balanced budget were found more among the ‘richer’
schools (those with high and medium SES Decile ranking) than among the
‘poorer’ schools (those within the lower socio-economic ranking). Also more
of the ‘poorer’ schools had experienced deficits than the ‘richer’ schools. This
may also relate to the greater difficulty to raise local income amongst those in

the lower socio-economic communities.

A significant number of schools considered overseas pupils as an important
source of income. This is because overseas pupils are charged very much
higher fees (as discussed in the previous chapter). Of the schools in the survey

80 percent had managed to attract overseas pupils.

Several issues may be raised from these results. It is evident from the above
that the schools have experienced various changes associated with the new
resourcing system. Several factors have had an important influence upon
school resourcing, factors such as bulk funding, location, and the SES Decile
ranking. Inadequate funding seemed to have made local income more
important than in the past. The evidence seemed to show that schools were
striving hard to raise local income which reflects their attitude towards
maintaining school tradition (the original interpretive schemes). A few new
sources of income emerged as very important, for example, fees from overseas
pupils and fundraising. However, these new systems reflected mainly the
changes in the design archetypes and the subsystems (structures and
practices). These issues shall be further addressed in the case studies in the
next chapter.
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6. Budgeting

Similar to the situation in the past, the schools had generally adopted the
incremental approach for budget construction. All the schools had set up
finance committees to regulate financial management. A small number of
schools also had budget committees which were responsible for developing
the budget. HODs were given allocations and the schools were generally
allowed carry-forwards of departmental year end balances. Expenditures were
monitored through monthly statements issued to every head of department.
Year to date statements were prepared for the finance committee and for the

subsequent monthly BOT meetings.

Persons most involved in the work associated with the budget, were the
principal and such positions as the bursar, executive officer, business
manager, and account officer. HODs were in charge of their respective
allocations but were little involved centrally. In most cases the principal and
the bursar or executive officer were the persons most involved with budget

work. Some of the remarks which are considered typical are as follows:

‘Principal prepares budget, finance committee considers, BOT
approves...Principal monitors and notifies any staff of concern...’

‘Principal and executive officer prepare draft budget.. finance
committee reviews draft and makes recommendation to the Board...’
It is apparent that work associated with the budget was concentrated mainly in

a small administrative group. Teachers were little involved.

Associated with the budget is control. How did the schools feel about the
increasing emphasis associated with control in terms of some level of
economic efficiency? The responses seemed to suggest that the schools were
quite wary of the negative impacts of this type of control upon the educational
objectives. Most schools in the survey (81 percent) agreed that the emphasis

given to resource control and cost cutting might be detrimental to educational
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values. In this connection school perception was also sought regarding the
appropriateness of economic and accounting measurement for evaluating
school success. The majority of the respondents (62 percent) did not believe
that such measurement was appropriate for education. A small number (16

percent) thought that it was appropriate. The rest (12 percent) were not sure.

How did the schools perceive the impacts of the changes in the financial
management system upon the school efficiency (as revealed from the
availability of resources) compared to the situation before the reform? Slightly
more than half of the respondents (55 percent) thought that the new system
had resulted in the improved availability of resources. A smaller number (19
percent) disagreed. Quite a substantial number of the respondents (26 percent)
were not sure whether the new system had resulted in improved availability of

résources.

Related to the above is the question of effectiveness: the impacts of the new
budgetary control system upon pupil performance. Most schools (72 percent)
did not believe that the new system had had much impact upon pupil

performance.

There are several issues here that need to be further addressed. It is apparent
that there have been changes associated with the budget, in particular, in the
form of more budgetary control. The schools seemed to be suspicious of the
increased control and did not generally see the appropriateness of accounting
measurement in education. They also saw little benefits of budgetary control
upon pupil performance. This indicates that the changes seemed to have little

impact upon the school interpretive schemes.

As evident from the pattern of the respondents (discussed earlier), the
responses were mainly from the management group. As with all the responses,

the results need to be compared with the views from the teaching group who
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are more directly involved, for example, with the teaching resources and with

pupil performance. These shall further be examined in the case studies.

7. Reporting

The new system of accountability has caused various changes in the reporting
structure. As discussed in the previous chapter, among the new requirements
is that schools are required to report not only to the Ministry but also to the

parents and the community.

Regarding the requirement to report to the different parties (the Ministry,
ERO, parents, the community), most respondents believed that such reporting

was useful. The following remarks may be considered typical:

‘Very necessary...$104,000 is community money (1995 figure)...’

‘..consistent underfunding definitely needs to be brought to the
attention of the community’.

‘It is important for the community to know where the money goes...but
for the average person the annual report does not mean a lot’

‘Very real need to report to the community (public) to increase mutual
understanding...’

However, quite a significant number (about 25 percent) did not believe that
reporting to the parent and the community was necessary. Most of those who
were not in favour stated that there was little interest among the parents and

the community in the reports. The following seemed to be typical answers:

‘(We) will answer individual questions when concern arises...
otherwise no great interest has been shown...’

‘When the community wants to know we tell them... Mostly the
community is disinterested. Difficult to create interest...’
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‘Not necessary...they don't understand (the annual reports) .

The survey seemed to show that there was not much specific and regular
reporting to the community. A few of the respondents expressed their belief
that no other reports to the community were necessary because the school
annual reports and the annual general meetings had adequately served the
needs of the community. It was pointed out that schools did not normally
distribute the annual reports to the general public but a copy, kept in the

office, was always available to anyone interested.

Regarding reporting to the parents, it is evident from the responses that the
newsletter (weekly, fortnightly or monthly) was the most popular medium.
Other media mentioned were the parent teacher interviews, and annual general

meetings.

On financial reporting, schools are now required to make much more financial
disclosures than in the past. The school perception of the appropriateness of
reporting generally is already evident from the citations discussed earlier. In
terms of financial reporting, the result seems rather mixed. Although more
repondents (51 percent) were positive about such reporting, the rest of the
respondents were either not sure (29 percent), or did not think that such
reporting was meaningful in discharging school accountability (20 percent).
But school perception of performance reporting seemed to be clearer.
Generally, the schools seemed to be critical of the performance aspect of
annual reporting. Most respondents believed performance measurement was
‘vague’ and ‘superficial’ and a ‘total waste of time’. The strong feeling about
this could also be gauged from such remarks as ‘it’s all nonsense’ and ‘it’s all
bullshit’. One respondent reported that the school had reported performance
before but had stopped now ‘because (it) doesn’t see any benefits in it’.
Schools are able to do this mainly because, as discussed in Chapter Two, the

requirement for performance reporting has been relaxed by the Ministry.
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School perception about reporting was further analysed in terms of how the
respondents saw the appropriateness of the different types of accountability
imposed upon schools. The majority of the respondents seemed to believe that
responsibilities like cash handling (55 percent), compliance with regulations
(65 percent), curriculum implementation (63 percent), equity (52 percent) and
pupils’ progress (60 percent) should be regulated through the accountability
process. Other responsibilities such as community relations (84 percent) and
use of properties (62 percent) should be left to trust. The use of properties,
community relations and equity are among those required under the reform to

be regularly reported to the community.

Various insights on reporting have been gained from the survey. While the
schools seemed to be quite positive about reporting generally their perception
regarding financial reporting seemed rather mixed. However, school
perception of performance reporting seemed clearer. It is also apparent from
the responses that there was little interest in the report amongst the parents
and the community. These issues shall be further addressed in the next

chapter.

8. Summary

The changes in the external structure seemed to be generally acceptable to
schools, judging from their perception of accountability, although their
perception of ERO is rather inconclusive. The financial reform had increased
the school administrative workload, especially the principals’. However,
except in the case of the principal and the deputy principal, the responses
seemed to show that the financial management changes had little impacts

upon teachers.

The schools adopted two alternative approaches in the management of the

accounting and financial reform: the centralised system, and the contracted

87



out system. The choice between the two seemed to be somewhat related to

their different socio-economic backgrounds.

Inadequate funding seemed to be the general complaint. It is evident that the
schools had to augment government funding with locally raised income.
Various methods of generating local income had emerged and, for many

schools, the pattern of locally raised income seemed to have now changed.

The responses seemed to show that the schools did not believe that new
budgetary control had led to any significant impacts upon pupil performance.

It 1s apparent from the responses that the pattern of reporting had also
changed. Besides the annual reports, the schools had also begun to use various
reporting media. Schools generally agreed to the present reporting system,
especially reporting to the Ministry, although performance reporting was not
generally considered to be useful. All respondents reported no follow-up by
the Ministry on the annual reports.

Some preliminary insights have been gained from the survey upon the changes
in the schools associated with the four financial management and accounting
technologies. It is apparent that although there were many changes in the
schools resulting from the reform, these did not seem to go beyond the
changes in the structures and the practices (design archetypes and
subsystems). The respondents did not seem to believe in the market principle
associated with the reform philosophy. It was also apparent that the schools
did not generally agree that economic rationality and accounting measurement

was appropriate for schools.

However, the above findings are subject to certain limitations. First, the
response rate of 40 percent is rather low. As implied earlier, responses were

not balanced in the sense that the respondents came mainly from the
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management groups. In addition, most did not answer all the questions,
leaving many blanks here and there. Many of the answers were brief with very
limited elaborations. The questions made on the Likert scales also contained a

significant number of ‘not sure’ answers.
Nevertheless, the survey has been able to provide some useful preliminary

insights in terms of the changes in the technologies for the more in-depth case

studies to be discussed in the next chapter.
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Chapter Five
The Case Studies

1. Introduction

The previous chapter provided some preliminary insights into the changes in
schools associated with the four financial management and accounting
technologies. Several issues were raised in each of the technologies in the
survey. This chapter is intended to provide further development of the issues
raised there. It is also intended to present and analyse the insights
subsequently gained from the case studies in terms of the research question

and the interpretive approach as mentioned in Chapter Four.

As discussed earlier four schools were selected for the case studies. Twenty
four respondents were interviewed during a period of two months. They
consisted of four principals, four bursars or finance officers, seven Heads of
Departments (HOD), three members of the Board of Trustees (BOT), and six

teachers.

The case studies shall initially be presented case by case. This presentation is
common among case study researchers (see e.g. Broadbent et al., 1992a;
Jacobs, 1995). Consistent with the presentation adopted by Broadbent et al,
(1992a), each case study is organized under two headings: first, the research
context, and second, the case study issues. As in the previous chapter, the
issues here are also to be discussed according to each technology for similar
reasons. And as argued earlier, school perceptions of the reform philosophy
are not to be treated separately but are appropriately discussed under the

technology or technologies most closely related to them.
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2. The Findings

2.1 School One - Alice

2.1.1 Context:

Alice is the only secondary school in a small Waikato town with a population
of about 7,000 people'. This consisted of about 30% Maori and a small
percentage of Pacific Islanders. Of the population, about 20 percent were
unemployed and seriously seeking cmploymentz. The ethnic composition of
the school roll in 1996 consisted of 47 percent Pakeha (people of European
descent), 50 percent Maori and 3 percent Others (ERO 1996 Assurance
Audit). It is a well established fact that Maori and the Pacific Islanders are
generally less economically advantaged than Pakeha.

Alice offers instruction from Form 3 to Form 7. It serves both the town
community as well as the surrounding rural districts. The school was
established in 1953 in another site which is now occupied by a primary school.
The gender composition was 52 percent girls and 48 percent boys (ibid).
Before the reform the school used to have a roll of nearly 700 pupils (1987
return). The roll in 1996 was 414 pupils. It could be higher but the school had
for some time after the reform been experiencing a declining roll because of
the open enrolment policy introduced under the reform. A section of the
parents, mainly the Pakeha who are generally more well off, chose to bus their
children to schools in Hamilton. This meant that the pupils who remained in
the school were mainly those of the poorer parents. As suggested by
Waslander and Thrupp, (1995) the open enrolment system has a much greater

influence upon the behaviour of parents from the higher socio-economic group

! All figures are based on the latest available statistics from the 1991 census unless otherwise
stated . The latest national census was conducted in 1996, but these figures have not yet been
released.
? As described in the 1991 Statistics
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than those less economically advantaged. The falling roll had a detrimental
effect on Alice’s resources through reduced funding. However, for the last two
years the school has been able to check the fall in the roll. In his annual report
for the year ended 31 Dec 1995, the principal reported only a slight fall in the
total roll from 405 in 1994 to 399 in 1995 with a slight increase in the Form 3
roll. The increase in the Form 3 roll reflected a growing improvement in
community perception of the school. This may be attributed to several
reasons, for example, its continual promotional and publicity campaigns, and
the growing number of pupils attending the school from the primary schools

around the area.

All the school buildings are of a single storey design, the majority of them
having been constructed in the 1950s. A number of specialist facilities, such
as the science laboratories, a library, and a typing room have been added in
subsequent years. The school used to have a swimming pool but this is now
unusable because Alice cannot afford the high maintenance cost. The school is
currently undergoing a major upgrade, financed completely by the Ministry,
which involves all of the main teaching areas of the school. It is expected to
be complete by 1997.

2.1.2 Issues:

2.1.2.1 The Changed Structure: Alice welcomed the removal of the

Department of Education and the decentralization of resources and decision

making associated with the external structure. This is rather similar to the
findings from the survey. The principal believed that the new arrangement had
made the school more efficient because of the resulting flexibility. Under the
new structure Alice could make its own decisions rather than having to
depend on departmental approval for its requirements, which in the past had
caused delay. In the past school expenditures were centrally controlled much
more than they are now. The principal criticised the former system:
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“..] don’t believe that the education department should be able to
control finance... I don’t think they'll be able to do a good job..’

Thus, the removal of departmental control was considered to provide a better

framework towards the school’s educational objectives.

Another feature of the new structure was the establishment of a new body:
ERO. As discussed in Chapter Two, ERO carried out two main functions:
assurance audits, and effectiveness reviews. The former was aimed at ensuring
compliance with regulations and contract requirements. The latter was
concerned with the evaluation of contributions made to pupil achievement
(Oliver, 1993). Thus as discussed earlier, ERO served as one of the major

“steering media”.

The results from the survey about school perception of ERO were not quite
conclusive. It was found from the interviews that Alice’s principal was quite
critical of ERO. The reason seemed to be associated with ERO’s functions.
On being asked about the usefulness of ERO’s function, the principal

remarked that:

‘some of it are...a lot of it are not...’

This attitude may be explained in terms of what Broadbent et al., (1994)
called the “potential threat” to the maintenance of the status quo in which
schools tried to protect themselves from ‘the impingement of external
environmental influences which are perceived as malign’ (p. 276). Such
tension between institutions and the advisory bodies (similar to ERO) was not
so unusual because it was also found in the health sector, as reported in
Laughlin and Broadbent (1995, p.21). In addition, such a perception may be
explained in terms of the belief that ERO was a threat to the freedom

associated with the much welcomed decentralization.
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The reformed structure is also associated with the need to facilitate
information for parental choice (Picot Report). This relates to the reform
philosophy associated with the market principle. Consistent with the findings
from the survey the principal also thought that the market principle was not
appropriate. The reason given was that schools were not equal in terms of size,
socio-economic background and history. In this sense fair competition would

not be possible. The principal commented:

‘I don’t believe that all schools are equal...I don’t believe in the level
playing field...that’s nonsense...’
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