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Abstract 
 
This paper will assess the legitimacy of education as a means of reaching World Bank Development 
Goal #2 in Australia by examining the funding structure, teacher quality and educational structures 
currently in place and offering recommendations for change. Education is an effective and relatively 
low cost part of the solution to income inequality that does not require redistribution or huge 
structural economic change on a national or international level. Small and manageable changes over 
a period of several years will have long-term pay offs – both for individual students, communities 
and the wider Australian economy.  

Recommendations 
 

1. A World Bank Assessment of the most effective methods of funding and allocation should be 
undertaken on a country-by-country basis. The study should look at the best ways to 
enhance equality in the school system, and take into account the needs of students from 
low-SES, indigenous, migrant and rural communities.  
 

2. Schools in Australia should be given greater control over financial management and the 
distribution of funds, with auditing undertaken to ensure the system is not exploited.  
 

3. The implementation of either a national funding structure or stricter reforms in the existing 
state-based funding model.  
 

4. Teaching staff should be given greater autonomy over the content and methodology of their 
teaching, and curricula should be created as guidelines rather than a strict and detailed 
description of content. 
 

5. The current Australian system should be altered to make room for technical education, 
within mainstream high schools as well as within existing specialty institutions, such as TAFE. 
These subjects should be offered alongside and as an alternative to more traditional classes, 
and should be treated with the same level of respect.  
 

6. Existing streaming processes in Australia should be reviewed to assess the benefits of the 
model and consider modifications to ensure greater classroom equality.  
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Introduction  

 

The World Bank Group’s second development goal, outlined in the World Bank Group Strategy, is to 
“promote shared prosperity by fostering the income growth of the bottom 40% for every country by 
2030”.1 Inequality in educational opportunity is an important barrier to achieving this goal.  

Unlike many of the World Bank goals, this target applies to all countries, not just developing 
economies.2 The emphasis on income equality is, if anything, more relevant to economies where 
growth and development are no longer key economic issues. While income inequality tends to taper 
off once a population reaches middle-income status3, it does not disappear entirely, and the bottom 
40% tends to receive the fewest benefits of newfound economic prosperity4.  

In a report commissioned by the Australian Treasury, it was found that overall income inequality in 
Australia has been rising since the mid-1990s5,6 and that the rate at which this has occurred is higher 
than the OECD average. In 1995, Australia’s Gini Co-efficient of 0.309 was equal to the OECD 
average. In 2010, the OECD average was 0.314, with Australia’s Gini Co-efficient being 0.334, and 
one of the highest in the OECD.7 

Australia and PISA 
 
In the most recent OECD Program for International Student Assessment (PISA), Australian students 
came in at 16th out of 65 participating countries for their overall academic performance (tested as 
Reading, Mathematics and Science)8. At the same time, the Australian results varied widely 
depending on the socio-economic status (SES) of students participating, with the likelihood of a high 
score increasing alongside the SES of the individual student.9 Low-SES students in Australia are less 
likely to complete secondary education, attend university or achieve academically10, and this 
entrenched inequality is a serious issue in many other World Bank/IMF countries.  

 

 

 

 

                                                
1
 The World Bank Group, What We Do, Washington DC, 2013 p3 

2
 The World Bank: World Bank Group Goals - End Extreme Poverty and Promote Shared Prosperity, Washington 

DC, 2013 p19 

3
 The World Bank, 2013, Op Cit, p22 

4
 The World Bank, 2013, Ibid, p22 

5
 Fletcher, M, Guttmann, B, 2013, Income Inequality in Australia, Economic Round-up, Issue 2, Division of Social 

Policy, The Treasury, Canberra   
6
 Australian Bureau of Statistics, 2013, Household Income and Income Distribution, Australia 2011-12, 

Canberra. 
7
 Fletcher, M, et al 2013, Op Cit  

8
OECD, 2013, PISA 2012 Results: Excellence Through Equity - Giving Every Student the Chance to Succeed 

(Volume II), PISA/OECD Publishing, France, p3 
9
OECD, 2013, Ibid, p3 

10
OECD, 2013, Ibid, p4 
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FIGURE 1: Social Gradients in PISA Reading Literacy by Country, 2009 11 

 

 

 

 

 

 

 

 

 

 

 

 

This graph illustrates the social gradient that occurs in the literacy results of the 2009 PISA results. As 
SES rises, so does the PISA score. This trend is steepest in Australia (grey line); however, it is 
important to note that Australia’s academic results in all SES categories sit above the OECD average.  

FIGURE 2: PISA Reading Literacy Mean Scores for the Top Ten Ranking Countries and Performance 
Inequality, 200912 

 

                                                
11

 Gonski, D, Boston, K, Lawrence, C, Greiner, K, Scales, B, Tannock, P 2011, Review of Funding for Schooling: 
Final Report, Paper commissioned by the Australian Government, Canberra, p140 
12

 Gonski, et al, Ibid, p23 
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This graph shows the Literacy Mean Scores for 10 OECD countries alongside the difference in scores 
between the 95th and 5th percentiles. The difference between Australia’s highest and lowest 
performers is the 3rd highest after New Zealand and Japan, and shows a wide variation of academic 
success in Australian students. Comparatively, Finland’s literary mean score exceeds Australia’s 
notably, with a far smaller spread of scores between the 95th and 5th percentiles.  

It can be deduced from the preliminary data above that inequality in Australia is a problem, and one 
that is linked to both economic prosperity and academic success. This report aims to look at some of 
the causes of this inequality in the Australian school system and offer recommendations to counter 
this trend. By modifying some of the structures that foster inequality, young people will be better 
prepared to make strong contributions to the economy, support themselves financially, participate 
in society and make informed decisions about work and life beyond school. The existence of 
inequality has known detrimental effects on economy, health, crime rates and the overall social 
wellbeing of a country.13,14 At the same time, studies point to the use of education as an effective 
and recognised economic and social stimulant15, which encourages an organic and youth-led 
development of new social norms and ideas.16 The elimination of unfair education policy is critical to 
the establishment of a both meritocratic society and a strong economy.  

Funding  

The existing funding model in Australia comprises of contributions from State and Federal 
Governments, as well as private sector funding in the case of Catholic and private schools. 
Government funding is calculated against the cost of educating a student in a Government school. In 
Australia, all students regardless of whether they attend government or non-government schools, 
are funded at a percentage of this cost, called the Average Government School Recurrent Cost 
(AGSRC)17. This figure is calculated from data collected in each state or territory by a government 
body known as the Ministerial Council on Education, Early Childhood Development and Youth Affairs 
(MCEECDYA); it is recalculated annually and is specific to school level and geographic location.18 

The role of state and territory governments in Australian education is significant, as the states are 
not only responsible for the distribution of federal funds, but contribute the majority portion of 
government funding to education. This means that across the country, there are significant 
discrepancies in funding and the method of distribution.  

 

FIGURE 3: 2007-2008 Federal, and state and territory government recurrent expenditure on 
schools19  

                                                
13

 Lochner, L 2011, Non-production benefits of education: Crime, health and good citizenship, National Bureau 
of Economic Research, working paper 16722 
14

 Tim, H 2014, Large Income Divide Said to Cut Growth, Southland Times, 28 February, Australia/New Zealand 
Reference Centre, EBSCO host. 
15

  Tim, H 2014, Ibid, p2 
16

 Shor, I, 1992, Education is Politics: An Agenda For Empowerment, in Empowering Education: Critical 
Teaching for Social Change, University of Chicago Press, London pp11-31 
17

 Harrington, M, 2011, Australian Government Funding For Schools Explained, Department of Parliamentary 
Services, Canberra, p14 
18

 Australian Government, 2010, Review of Funding for Schooling: discussion paper and draft terms of reference 
19

 Harrington, M, 2011, Op Cit, p21  
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As illustrated in the table above, state schools received 79 per cent of total government funding for 
schools. Of this funding, 8.6% was federal and 91.4% was state or territory. Given the large role 
played by states in the implementation of policy and funding, any federal changes to the education 
system will need to align with or replace state authority on education.  

Recommendation 1 

 
Given the relevance of coherent and effective funding for education on an international scale, a 
World Bank assessment of the most effective allocation of government funds into schooling would 
allow for an international comparison and series of suggestions to be created and then implemented 
on a diverse platform. The study should look at the best ways to enhance equality in the school 
system, and take into account the needs of students from low-SES, indigenous, migrant and rural 
communities.  

Recommendation 2 
 

Because of the diversity of students and communities in Australia, schools should be given greater 
financial independence in the distribution of the funds that they receive at both a state and 
government level. Currently, adjustments to school funding are made only annually20, there is little 
room for schools to adjust to sudden “shocks”  – diagnoses of new learning difficulties within a 
community, for example, or a peak in drop-out rates. If school boards were partially in control of the 
money allocated to them, it would allow schools to specialise based on the immediate needs of their 
community. In order for this system to be free from abuse or exploitation, state and federal auditing 
would need to be undertaken on a yearly basis, and could be easily incorporated into the existing 
AGSRC assessments. 

Recommendation 3  

 

The current funding system does not have a national structure, which ultimately means that 
education quality and cost varies from state to state.21 Funding reforms should take into account 
these discrepancies, and consider the benefits of a federally implemented funding system, which 
increases both Federal responsibility and influence over funding as well as curricula and other 

                                                
20

 Harrington, M, 2011, Australian Government Funding For Schools Explained, Department of Parliamentary 
Services, Canberra, p15 
21

 Harrington, M, Op Cit, p5 
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initiatives. Not only does this ensure consistency, it allows for greater transparency and awareness 
around the effective use of funding in schools.  

Teacher Quality 

 
There are significant issues in much of the research surrounding teacher quality, as it is an outcome 
that cannot be easily quantified, assessed or controlled.22 However, there is undoubtedly an 
important role to be played by high-quality teachers in any education system, especially one with an 
emphasis on equality.23,24 A thorough and consistent national level of teaching and teacher training 
would mean that all students would have access to high-quality teachers, irrespective of SES or 
location.  

Currently, teachers in state schools earn anywhere between $46,310/pa (Level 1 teacher in NSW)25 
and $95,459/pa (Level 2.9 Teacher in WA.)26 This correlates with the lack of recognition that 
accompanies teaching as a profession in Australia. Typically, both the salaries and prestige 
associated with teaching are dwarfed by those associated with fields such as engineering, medicine 
or law. This has created a national mentality where teachers do not receive financial or social 
recompense in line with their contributions to society. When coupled with the existing requirements 
for undergraduate study of teaching27 - again compared to engineering, medicine or law - there is a 
clear lack of incentive or reward for the best and most motivated candidates to enter into the 
profession.28,29 

A series of radical reforms to the structure of teacher qualifications in Finland over the past 30 years 
has resulted in exceptional teacher quality, improved student results, and a strong public school 
system.30 The Finnish model has been drawn on in several countries, including Norway and the UK, 
to great success, and should be closely considered as a possible influence on Australian educational 
reform.  

Finland’s teachers do not complete undergraduate teaching qualifications.31 Instead, after 
completing an undergraduate program in any discipline, graduates apply to a state-funded 2-year 
masters program in Education. Places in these programs are highly competitive32, and since the 
implementation of this system in 1979, “teachers were effectively granted equal status with doctors 

                                                
22

Ingvarson, L, Rowe, K, 2008, Conceptualising and Evaluating Teacher Quality: Substantive and 
Methodological Issues, Australian Journal of Education, ACER & SAGE Publications, Canberra  
23

Akiba, M, La Tendre, G, Scribner, J, 2007, Teacher Quality, Opportunity Gap, and National Achievement in 46 
Countries, American Educational Research Association & SAGE Publications, Washington DC  
24

Rowe, K, 2003, The Importance of Teacher Quality As A Key Determinant of Students’ Experiences and 
Outcomes of Schooling, ACER, Canberra 
25

 New South Wales Industrial Relations Committee, 2012, Crown Employees (Teachers in Schools and Related 
Employees) Salaries and Conditions Award, Sydney 
26

 The Department of Education (WA) 2013, Salaries and Teaching Levels, Perth 
27

BA Education P-10 Monash; Clearly in ATAR (2014): 74.20  
28

 Connell, R. 2009 Good teachers on dangerous ground: towards a new view of teacher quality and 
professionalism, Critical Studies in Education Vol 50, Issue 3 
29

Leigh, A, Ryan, C, 2008, How and Why has Teacher Quality changed in Australia? Australian Economic Review, 
Vol 41, Issue 8, pp141-159 
30

OECD, 2013, PISA 2012 Results: Excellence Through Equity - Giving Every Student the Chance to Succeed 
(Volume II), PISA/OECD Publishing, France 
31

OECD, 2010, PISA 2009 Results Overcoming Social Background: equity in learning opportunities and outcomes 
(Volume II) 
32

Saarivirta, T, 2008, Why Not the Best Schools? The Finland Report, ACER, Camberwell 
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and lawyers”.33Upon graduation, teachers must then compete again for roles within the education 
system - In 2010, 6,600 post-graduates applied for a total of 660 primary school positions.34 

According to Lynnell Hancock of Columbia University, it is not higher salaries that offer the primary 
appeal for teaching in Finland, but “autonomy and respect.” Upon entering the profession, teachers 
experience high levels of state and school-based support, including one-on-one mentoring with 
more experienced educators, and are given considerable independence in the creation of syllabi and 
lesson plans. It is necessary to note, however, that many of the developments in Finland’s education 
system have been aided considerably by social and historical factors, including a small and relatively 
homogenous population, the late onset of industrialization, and an eastern authoritarian influence 
resulting from its shared history with Russia.35,36,37 

Recommendation 4 

Teaching staff should be given greater autonomy over the content and methodology of their 
teaching, and curricula should be created as guidelines rather than a strict and detailed description 
of content. Not only does this foster a stimulating work environment for teachers, it enables them to 
adapt their teaching styles to suit individual children and their needs. 

Curricula  

While the existing system, both within Australia and in relation to PISA testing, emphasises the 
importance of literacy, numeracy and science, and the importance of these must not be 
understated, improving accessibility to skills-based and technical study is key to improving the 
wealth and self-sufficiency of low-SES families. Teaching subjects such as personal finance, 
entrepreneurial skills, information technology, job-seeking, customer service, inter-personal 
communication and administrative skills has shown strong links to increased self-confidence in 
relation to employment, as well as links to rising employment, higher-salaries, and a greater diversity 
of employment opportunity.38,39 

Recommendation 5 

While no national curriculum currently exists in Australia, the state systems should be examined and 
altered to make room for technical education, within mainstream high schools as well as within 
existing specialty institutions, such as TAFE. These subjects should be offered alongside and as an 
alternative to more traditional classes, and should be treated with the same level of respect. 
Alternatively, a national curriculum incorporating these elements through greater inter-state 
cohesion could be implemented.  

                                                
33

 Hancock, L, 2011, Why are Finland’s Schools Successful? The Smithsonian Magazine, November 
34

Saarivirta, T, 2008, Op Cit p3 
35

Alapuro, R. 1988,State and revolution in Finland, University of California Press, Berkeley 
36

Simola, H, 2005, The Finnish miracle of PISA: historical and sociological remarks on teaching and teacher 
education, Comparative Education, Vol 41, Issue 5 
37

Simola, H, 1993, Educational science, the state and teachers:Forming the corporate regulation of teacher 
education in Finland, Changing patterns of power: social regulation and teacher education reform in eight 
countries, State University of New York Press, Albany 
38

 Peng, T, Bartholomae, S, Fox, J, Cravener, C, 2007, The Impact of Personal Finance Education Delivered in 
High School and College Courses in The Journal of Family and Economic Issues, June 2007, Volume 28, Issue 2, 
pp 265-284 
39

 Tilak, JBG, 1989, Education and Its Relation to Economic Growth, Poverty, and Income Distribution, World 
Bank Discussion Paper #46, The World Bank, Washington DC  
 

http://link.springer.com/journal/10834/28/2/page/1
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Several studies point to the detrimental effect of streaming (organising classes based on 
ability/performance) on children’s academic performance40,41. Recently, in a publication entitled 10 
Steps to Equity in Education, the OECD supported this, saying that early tracking and streaming need 
to be justified in terms of proven benefits, and school systems using early tracking should postpone 
it to a later stage to reduce inequities and improve outcomes.42  

Recommendation 6 

Existing streaming processes in Australia should come under review to assess the benefits of this 
model and modifications should be made where the benefits of streaming are not proven, to ensure 
greater classroom equality on a national basis.  

 

Conclusion 

While the recommendations made in this report focus strongly on the situation in Australia, both the 
existing problems and the solutions applied to them are universally relevant. Further research into 
the implementation of similar suggestions should be made, specific to individual countries, 
especially developing economies, where a focus on growth often takes precedence over equality.  

Further research should also be undertaken into the role of private schools in an egalitarian school 
system, and whether their existence can supplement state based education by offering families 
educational choice, or whether it hinders the development of a meritocratic education system and 
perpetuates class divides.  

On a national level, the existing system of state and territory based education needs to be assessed 
closely to ascertain whether this system contributes to disparities in quality, content and style based 
on region, and is similarly hindering the implementation of a consistent and fair education system.  

Education is an effective and relatively low cost part of the solution to income inequality that does 
not require redistribution or huge structural economic change on a national or international level. 
Small and manageable changes over a period of several years will have long-term pay offs – both for 
individual students, communities and the wider Australian economy. Education has been a proven 
mechanism for effecting social academic and economic change, as demonstrated in the case of 
Finland, and while differences do exist between the two countries, those differences should be 
grounded only in cultural and historical context, and not the existence of an unfair or elitist 
education system.  

Teachers are a critical component of an egalitarian school model – by improving teaching standards 
nationally, equality becomes more commonplace and change occurs organically. The importance of 
treating children equally – be it in the classroom, or in terms of the funding made available to them 
by state and federal governments – cannot be understated. Similarly, the ways in which children 
learn must be acknowledged within the curricula as well as through the teaching methods made 

                                                
40

 Levin, B 2003, Approaches to equity in policy for lifelong learning, paper commissioned by the Education and 
Training Policy Division, OECD, for the Equity in Education Thematic Review. 
41

 McConney, A, Perry, L, 2010, Science and Mathematics Achievement in Australia: The Role of School 
Socioeconomic Composition in Educational Equity and Effectiveness.International Journal of Science and 
Mathematics Education Volume 8, Issue 3 pp429-452 
42

 OECD, 2008, 10 Steps to Equity in Education, OECD Public Affairs Division, France, p3 
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available, and an emphasis on practically-applicable, technical knowledge could prove enormously 
valuable in stimulating economic development for low-SES communities.  

Ultimately, the development goal set by the World Bank is enormously important, especially in 
Australia, where the problem it is targeted at is very prevalent. While income growth is not simply a 
matter of better schooling, the correlation between educational opportunity and success is 
irrefutable, and is an excellent starting point for Australian social and economic growth.  
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