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Treasury’s 2011 Briefing to the Incoming Minister of Finance (BIM) summarised
Treasury’s current advice on education policy:
New Zealand’s compulsory education system produces good outcomes for most
students, as evidenced by our strong performance in international tests. However,
despite large funding increases, achievement levels remain unacceptably low for some
groups. Student achievement can be raised by improving the quality of teaching, which
the evidence shows is the largest in-school influence on student outcomes. Increasing
student/teacher ratios, and consolidation of the school network, can free up funding
that could be used to support initiatives to enhance the quality of teaching, such as
more systemic use of value-add data and a more professionalised workforce.
This note provides a short summary of the evidence base that underpins this advice.

A significant proportion of New Zealand students are
achieving poorly
On average, New Zealand performs well in international surveys of student
achievement such as PISA1, and many students achieve at a very high level. There
are however, some areas that suggest cause for concern about the performance of
New Zealand’s education system.
Firstly, performance in PISA and other international surveys of student achievement
has remained relatively static over the past decade, while government expenditure on
schooling per student increased by about 20% in real terms (i.e. over and above
inflation).
Secondly, New Zealand has a wide distribution of educational achievement and more
low performing students compared to other countries with a similarly high average
score in international tests (OECD, 2010). As a result of this wide distribution, a
McKinsey and Company report on high performing schooling systems classifies
New Zealand’s schooling system as ‘fair to good’, similar to countries such as
Malaysia, Armenia and Portugal (Mourshed et al, 2010). The end result is that three in
ten students - and five in ten Māori students - leave school without achieving NCEA 2.
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The OECD’s Programme for International Student Assessment, which looks at the achievement of 15
year olds in reading, mathematics and science.
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There is general agreement that NCEA 2 is the level of the qualification needed to
succeed in the modern economy.
Thirdly, the socio-economic background of New Zealand students exerts a much larger
influence on their achievement than in most other OECD countries2. In other words,
New Zealand’s education system does not appear to be very good at enabling students
to succeed, regardless of their background.
Finally, amongst all OECD countries, New Zealand has the largest variation in student
achievement within schools (OECD, 2010). Both PISA and school leaver data show
that low attainment is not confined to just a few schools, or to schools serving the most
disadvantaged communities, but is widely distributed across schools (although Māori,
Pasifika and low socio-economic background students are most at risk of low
attainment). This suggests that all schools could do better at lifting the achievement of
their lowest performing students.
The potential growth impact of lifting student achievement is significant. Treasury’s
analysis, drawing on Hanushek and Wößman (2009), suggests that if overall student
achievement could be lifted by 25 PISA points (putting New Zealand with the top
performers in the OECD), GDP would be expected to be higher than it otherwise would
be by 3-15% by 2070. This is a large growth impact from a single contributing factor.

Within schools, teachers have the greatest influence on
student learning
Research on student learning consistently shows that the largest source of variation in
student learning is attributable to differences in what students bring to school – their
abilities and attitudes, and family and community background – factors that difficult for
policy makers to influence, at least in the short-run.
Of those variables which are potentially open to influence in educational settings,
factors to do with teachers and teaching are the most important influences on student
learning (Alton-Lee, 2003; Hattie 2009). For example, research suggests that teachers
at the top of the quality distribution can get up to a year’s worth of additional learning
from students, compared to those who are at the bottom of the quality distribution
(Hanushek and Rivkin, 2006). Chetty et al (2011) find that students assigned to high
quality teachers (determined by test score-based value-add measures) are more likely
to attend college and earn higher salaries, and are less likely to have children as
teenagers, suggesting policies to raise the quality of teaching are likely to have
substantial economic and social benefits in the long run.

2

A one unit increase in socio-economic status (using OECD measures) is associated with a 52 point
gain in PISA reading score (equivalent to more than 1 year of schooling) – the highest in the OECD. In
New Zealand, 16.6% of the variance in student performance in PISA is explained by student socioeconomic background, compared to 14% on average across the OECD.
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Class size influences achievement, but not always, and
not for all students
Overall, the evidence suggests that the effect of class size on academic outcomes
varies depending on the characteristics of students (e.g. age, prior attainment, socioeconomic disadvantage). For example, a consistent finding from the research is that
smaller class size has a positive impact on the achievement of students in the initial
years of schooling, and that some students - particularly lower achieving and
disadvantaged students - benefit more than others. The evidence for the effect of
class size on achievement is limited beyond these first few years, and little is known
about the effects of class size on secondary age students (Blatchford and Lai, 2010).
The research also identifies large differences in the extent to which the potential
benefits of smaller class sizes are realised. For example, one of the most well-known
studies of class size effects – Project Star in the US – found a small positive effect on
student achievement in about half the classes where student numbers were reduced,
while in the other half, smaller class size had no effect on student achievement
(Hanushek and Rivkin, 2006). One reason for these different effects is that some
teachers adapt their teaching to take advantage of smaller class size, while others do
not.
The research provides little guidance on the optimal class size, or the lower or upper
thresholds at which class size starts to have a positive or negative impact on
educational outcomes. For example, some US studies suggest that classes of 20 or
fewer students are necessary to have an effect on achievement, while English research
has suggested that a class size of 25 or fewer is important (Blatchford and Lai, 2010).
Reducing class size is expensive3 - it requires more teachers and more classrooms.
Policy makers need to know not only that it works, but that it is the most cost-effective
approach to lifting student achievement. Studies that provide comparative cost-benefit
analyses of different interventions to lifting student achievement are not readily
available, but other evidence suggests a focus on teaching quality over class size. For
example, research suggests that the impact on student learning of moving from a class
with an average teacher to one with a high performing teacher is roughly equivalent to
the effect of a ten student decrease in class size (Rivkin, Hanushek and Kain, 2005).
Hattie (2005) notes that the typical effect size of smaller classes could be considered
‘small’ or even ‘tiny’ relative to other educational interventions. Further, the OECD has
identified that high-income countries which prioritise the quality of teachers over
smaller classes tend to show better performance (OECD, 2012).

3

The cost of reducing average teacher:pupil ratios by 1 student would require a 4 percent increase in
the number of teachers, at a cost of about $100 million per annum.
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The key to improving student outcomes is to ensure
consistently high quality teaching for all students, in all
schools
Treasury’s position is not that class size doesn’t matter. Our concern is to ensure that
resources are directed to where they will have the greatest impact on student
achievement. In our view, this is best done through a focus on ensuring effective
teaching across the system. Although we have almost no information about the quality
of teaching4 in New Zealand, there is no reason why we would not have the wide
variation in teaching quality that is observed in other countries. The strong impact of
teachers on student learning, the large within-school variance in student achievement,
low equity, and relatively high proportion of low achievers, all suggest that
New Zealand should turn its attention to ensuring there is consistently high quality
teaching practice in all schools.
The OECD’s work suggests that a high quality teaching workforce is a result of
deliberate policy choices, carefully implemented over time (Schleicher, 2011). It
suggests that making teaching an attractive and effective profession requires support
for continuous learning, career structures that give new roles to teachers, engagement
of teachers as active agents in school reform, and fair and effective teacher evaluation
systems. A recent report by Australia’s Grattan Institute highlights how four East Asian
countries have achieved significant improvements in the performance and equity of
their schooling systems by building teacher capacity. They have done so via a focus
on high quality initial teacher education, improved feedback and mentoring, and career
structures that value good teaching (Jensen, 2012).
A recently released OECD report on evaluation and assessment in New Zealand
education highlighted issues across a number of these areas, including: variable
teacher appraisal; poor linkages between appraisal, professional development and
school development; and an apparent lack of a formalised career path for effective
teachers (Nusche et al, 2012). The OECD made recommendations to address these
issues, in order to strengthen the quality of teaching in New Zealand.
Finally, a growing body of evidence has highlighted the importance of using data to
inform teaching practice and decision-making in schools (Faubert, 2012). This includes
gathering and analysing data to assess individual student progress and identify who is
falling behind. It also includes aggregating data and using it to inform school and
teacher self-review processes, help allocate resources, and facilitate conversations
about effective teaching strategies and possible development needs. The OECD has
recommended that New Zealand needs to do more to ensure teachers and schools
have the skills to collect, analyse and interpret data, in order to support improved
outcomes for learners (Nushe et al, 2012).

4

The one New Zealand study to look at this issue (Schereens, Vermeulan and Pelgrum, 1989, cited
Alton-Lee, 2003) identified a between-teacher variance of 42% for Year 9 students.
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