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1) To improve the performance of the K-12 Sector as a whole, we need some kind of framework for analyzing it. The framework would be one that would allow us to:
· Characterize the system as a large, complex reality in the society with a few relatively few observations and claims that neither over-simplify, nor over-complicate the key elements of the system.
 

· Evaluate the performance of that system as one that drew on both private and public assets, and that sought to achieve both private and public goals.

· Understand the underlying social forces that have shaped the current structure, conduct and performance of the system on one hand, and have the potential to transform the sector either through natural processes, or through actions taken by self-conscious strategists seeking to produce system change.
 

· Imagine and test ideas about what particular kinds of innovations and interventions launched from particular institutional positions could succeed in producing significant improvements. 

2) That is the purpose of this note. It is important to understand at the outset that this is a work in progress, and an enterprise in which we all have to be engaged. There is no authoritative work that currently serves these important purposes. Nor could there be, for there no established method for doing this kind of analysis.

The Theory of Industrial Organization (I): Analyzing the Structure, Conduct and Performance of Particular Industries at Particular Times 
3) Perhaps the closest thing to a social science method for this kind of analysis comes from the field of economics: a sub-field called industrial organization. That field differs from its more famous brothers --micro and macro economic analysis -- in several important respects.

4) First, industrial organization theory was focused on developing and analyzing very specific, concrete facts about the institutions, processes, and activities that characterized a particular industry. The method relied on three broad analytic categories to guide the analysis:
· the structure of the industry (generally speaking, the number of independent suppliers in that industry) 

· the conduct of the industry (generally speaking, the technologies that the supplying firms used to produce particular goods and services, the competitive strategies used by firms to secure their individual success, and the patterns of research and development and product and process innovations within the industry) 
· the performance  of the industry (generally speaking, the capacity of the industry to grow, to increase quality and reduce costs of their products and services over time, and to earn profits for shareholders). 

While the categories were broad and abstract so that they could be used equally well to analyze manufacturing industries that made shoes, textiles, machine tools, or computers; or service industries that supplied insurance, mobile communications or fast food, the whole point of these categories was to direct analytic attention to very specific, concrete facts about each particular industry at a particular moment in time.
 This interest in the concrete facts of specific industries made industrial organization analysis quite different than most economic theory which sought more general and abstract representations. 
5) Second, industrial organization theory took as its unit of analysis an industry not a particular firm in the industry, nor the economy as a whole.  An industry was typically defined in terms of a set of particular products and services, and the firms that supplied these products and services.
 In principle, the analysis of an industry could focus on the demand side of the particular industry (what was happening to the desire of buyers with money to purchase the goods and services supplied by the firms within the industry); or on the supply side (what the firms that mobilized resources and produced the goods and services that defined the industry were doing to position themselves in the market); or both.

· Many industrial organization studies did focus considerable attention on the demand side. Industrial organization studies often paid close attention to subtle differences in the demand for a generally defined good or service that tended to create market niches for particular variants of generic goods and services.
 It also focused attention on the demographic and cultural changes that were likely to shift both the overall demand, and the niche demands for goods and services over time, in ways that could advantage or disadvantage a particular firm within the industry relative to others. 
· But much of the focus of industrial organization analysis focused on what was happening on the supply side of the market – to the number and concentration of firms in the industry; to the competitive strategies that the firms were using to position themselves in the market; and to the performance of the industry in terms of both profitability to investors and productivity gains for consumers in both the short and long run. 
6) Third, industrial organization theory also tended to take a historical view of the development of a given industry. This focus on historical development was consistent with the concern of industrial organization to use the past to help analysts see implications for the future.  The payoff to this kind of historical perspective always depended on a difficult extrapolation from what had happened so far, to a judgment about what was likely to happen in the future. As in the common warning -- ”past performance is no guarantee of future returns.” But understanding the trends that had shaped the field in the past gave those future predictions a base that differed from a purely a-historical, theoretical account. 

Industrial Organization (2): A Focus on Understanding and Improving Performance
7) While the focus of industrial organization was largely descriptive (in the sense that it tried to give an accurate empirical of the history of an industry, and an accurate understanding of the environmental pressures and internal adaptations that had created that history) the field– like all of economics – also imported a particular normative perspective. Indeed, what gave the field its analytic bite and practical relevance was that, in the end, industrial organization analysis was concerned with an important normative question: namely, how well an industry was performing economically, and what could be done to improve its performance. 

8) In this context, performance meant two slightly different things. 

· On one hand, it meant the profit performance of the industry, and its ability to survive, attract capital, and create jobs in the future. 

· On the other, it meant the performance of the industry as experienced by consumers – the capacity of the industry to produce steady productivity gains by increasing the quantity or quality of output per unit of cost, and to share the benefits of those gains with consumers through reduced prices. 

9) The analysis prescribed for those studying industrial organization tended to be strongly influenced by economic theory. The influence was obvious in the definition of what constituted good performance (namely, efficiency and productivity gains in the production of a particular set of products and services). But it was also present in the way the analysis was carried out. And, as noted above, in investigating performance, the critical question was whether the industry was producing consistent productivity gains over the long run as a function of its structure and conduct. 

Industrial Organization (3): Competitive Markets, Cost-Efficiency, and Innovation
10) Generally speaking, industrial organization favored the structures and processes of competitive markets – seeing in these particular institutional arrangements and social processes the best chance to maximize the performance of the sector.  

11) In favoring competitive markets, industrial organization was also biasing itself in the direction of a theory of performance which made the capacity of the sector to keep improving with respect to providing more, and higher quality goods at lower prices to consumers rather than maximizing the profits earned by owners. To be sure, in competitive markets firms still made profits, and they worked hard to maximize those profits. But the whole idea of competitive markets was that they would work to limit the profits that could be earned by suppliers by putting consistent pressure on suppliers to produce more quantity and quality at lower prices in order to retain or attract customers that they would otherwise lose to their competitors. In this formulation, the efficiency and effectiveness of the market is defined in terms of the ability of suppliers to satisfy the demands of customers at a minimum cost to the customers (reflected in a competitive price), and at a minimum cost to society as a whole (reflected in the constant effort by managers to find better ways of producing more for less).  This is what economics means by the concepts of efficiency and effectiveness, and why many societies opt to use free markets as a way of organizing economic production. 
12) One of the important features of the historical approach to the performance of an industry as a whole is that it can draw attention not only to the short run efficiency and effectiveness of the suppliers in the industry, but also to efficiency and effectiveness over the long run. Long run efficiency and effectiveness depended on processes of innovation that occurred within the industry that showed a path towards improved quality or quantity at similar cost. But those innovations did not come for free. Investments had to be made to try them out before anyone knew they would be successful. Many of the bets failed. The losses were taken by those who had made the investments. The losses were regrettable, but if an industry was going to improve its performance over time, it was necessary that there be some kind of process that encouraged innovation, and that reliably distinguished the good ideas from the bad relatively early in the journey to disaster. 

13) In economic theory, competitive markets that allowed free entry to suppliers were thought not only to produce short run efficiency by subjecting firms to competitive pricing pressures, but also to encourage long run productivity gains by rewarding innovation.  On this view, innovators and entrepreneurs had a strong economic incentive to “create a better mouse-trap.” If they did, economic theory predicted that “the world would beat a path to one’s door.”
 That would not only make money for the innovative entrepreneurs, but it would also tend to move resources from low performing firms to higher performing firms, and therefore increase the efficiency of the industry as a whole. It was this set of ideas that made competitive markets with open entry seem to economists to be the ideal method for both stimulating innovation, and for reliably discriminating among the innovations that occurred to find those that were best able to satisfy consumer demand. 

14) There was one problem with competitive markets, however. If they were too efficient – if every new and valuable innovation could be immediately copied by competitors – then the incentives for undertaking the costs and risks of innovation would be reduced. An innovator could work at great cost for a long time, and come up with an important innovation, only to see that idea immediately copied by others, leaving the innovator with all the costs and risks and none of the benefits of innovating. If the principal motivation for the innovator was the opportunity to benefit financially from his innovation, the quick spread of an idea beyond the organization the entrepreneur owned would suppress the overall supply of innovators and innovations. 

15) To protect the rights of innovators, and to sustain the economic incentives for innovation, government created patents, copyrights, and other forms of intellectual property that would allow the innovative entrepreneurs and firms to hold onto the excess profits they could earn by having a better mousetrap over a period of time when they were protected from other firms copying their proprietary methods.

16) Strictly speaking, the creation and protection of this kind of intellectual property results in a welfare loss to the society as a whole. There is a period in which consumers are paying higher prices for the new, improved product than they would in a world where everyone was free to use the new invention. Still, the price paid by particular consumers buying particular new products which they voluntarily purchased was considered worth paying if that was the best way of encouraging a constant flow of innovations that the market could test and sort out. 

Can the Educational Sector Be Usefully Viewed as an Industry Governed by Market Processes?
17) Economic theory, and industrial organization theory, provide one way to look at a social production system in which social actors (called suppliers) mobilize resources and assets to accomplish particular purposes, deploy them in particular ways to produce the desired result, and do so in a more or less efficient way in the short and long run. The focus of those suppliers is to satisfy customers with money to spend pursuing their needs and wants. The social justification for that activity is that it is socially as well as individually valuable to satisfy consumer wants and needs. This is what might be viewed as the social view of markets, and why a society might choose to rely on markets to organize some of its activities.
18) The question for us is whether it is useful to think of the K-12 sector as an “industry” that can be usefully represented and analyzed in the same way that commercial markets for particular goods and services can be analyzed. What analytic purchase does the basic framework of “structure, conduct and performance” provide in analyzing and evaluating the K-12 sector? How do the particular ideas that come from economics about what constitutes performance, and the claims that economics makes about social processes that conduce towards efficient and effective performance in both the short and long run tell us about how we might improve the performance of the K-12 sector? 

19) Initially, the approach does seem to provide some useful guidance to us as we search for a method to describe, explain, and transform the performance of a large industry or producing sector of society that is eating up lots of resources, and making or failing to make an important impact on the lives of individuals and the society as a whole. In particular:  

· it seems potentially useful and clarifying to see the K-12 sector (at least in the first instance) as a set of educational suppliers meeting the demands (or needs or rights) of particular educational consumers.
  

· it also seems useful to use the historical development of the system as an empirical basis for forming judgments about what could happen in the K-12 sector and for understanding what forces have moved the sector in the past.  

· it seems useful, also, to think hard about what we mean by the performance of the sector, and to develop criteria we could use to assess the past, current, and desired future of the sector. 

· and it seems particularly important to develop and use a theory that helped us understand what drove improvements in the sector, and how those forces might be effectively engaged by those who wanted to improve the performance of the sector. 

All this seems within the spirit and traditions and methods of industrial organization.

20) But the use of this method also raises a very sharp question: namely, to what extent we think it is accurate, useful, or appropriate to view the K-12 sector as a kind of economic market populated on the one hand by educational suppliers of various stripes, and on the other by educational consumers of with different wants, needs, and capacities. Recently, of course, we have all been encouraged to think about the K-12 system in precisely these ways in the hope that by doing so we can make the system more responsive to what individuals in different social positions want from the system, and more efficient and effective in producing the desired results in both the short and long run. 

21) But this thrust represents a significant change from our past. Since the early 20th century,  we have tended to view the K-12 education sector as a governmentally organized social production system designed to produce and distribute a particular public service to individuals in the society in a way that can achieve collectively defined public, as well as individually defined private purposes – not as a market designed to meet the demands of customers with money to spend on products and services.
· On this view, society as a whole has committed itself to the task of educating its children. A public, collectively established desire to achieve particular educational outcomes exists alongside at least, and perhaps above the desires of individual parents and students for education. 

· Society as a whole, acting through the processes of democratic government has decided to use the instrumentalities of the state – both tax revenues and direct public authority – to achieve that collectively desired result. It has required both parents and children to commit themselves to educating the children. It has used public taxes to finance a public education system that is available at no cost to students. It has established particular rights to equality of opportunity in education that allow particular individuals or classes of individuals to make legal claims against the state if it fails to live up to this promise. 

· In short, a “we” has shown up that makes particular demands for educational performance and results, and backs up that demand by using both the money and the authority of the state to call the K-12 system into existence and give it a particular shape. That “we” (whoever it is, however it has been constituted, and however it decides) tends to view the K-12 sector not simply as a market in which particular suppliers of goods and services meet individual customers with desires and dollars to spend, but instead as a system designed to produce and distribute a publicly valuable service, to achieve socially desired outcomes, and to do so in ways that are both just and fair, and help to create a just and fair society. 
22) In this sense, we have seen the sector as a kind of governmentally organized production system that uses the state as the agent of society in producing a particular level and distribution of the public good called education, and that will achieve important social outcomes such as enhancing the future performance of the economy, increasing the civility of our social relations, enhancing the strength or our democracy, or vindicating our commitment to equal opportunity as an ideal of justice. 
Is the K-12 System a Centralized Government Bureaucracy?
23) Some, of course, would see the public engagement with the K-12 system – the public’s commitment to the goal of education, its willingness to tax and regulate itself to create the capacity to achieve the goal, its desire to see the results achieved not only efficiently and effectively, but also justly and equitably – as a good thing. It is one of the important ways in which we as members of a democratic society are forced to think and act together on behalf of particular, shared idea of what would constitute a good and just society, and a good and just educational system that would help we citizens achieve that goal. 

24) Others, however, have found in the public role in education the seeds of an inevitable failure. On this view, a system that was constructed with a heavy reliance on the use of government money and authority, and that relied on political mechanisms of accountability, could not hope to succeed in either the short or long run. It would become too rigid and bureaucratic in its aims and its methods. Both aims and methods would be corrupted: in the first instance, by politicians who were more interested and knowledgeable about what it took to win elections than what it took to provide high quality public goods and services; in the second instance by the professionals who claimed excessive influence in controlling the design and operations of the system, and used that influence to it to feather their own nests rather than to achieve the public purposes they claimed to serve.
 To the extent that resource allocation decisions were guided by the views of self-interested politicians and professionals rather than those who actually used (or paid for) the services, the effective demand and supply of educational services would collapse into wasteful, rigid bureaucracies that served the interests of the suppliers more than the demanders. 
25) Of course, the public system that was established was hardly a Stalinist bureaucracy. Students and parents could opt out of the public educational system if they found the public system objectionable, and had the money to pay for an alternative that could meet residual state interests in assuring that all children were educated in particular ways. To support the development of alternative educational institutions, the state gave tax deductions to private educational institutions. In addition, the public financing and control of the public school system was not held tightly within some central, national government, but broadly delegated to local units of government. This was not, of course, a full delegation of choices about education to individual parents and children, but it was a delegation to a smaller collective than a nation or a state polity. The aim was to allow local communities to deliberate among themselves to decide on both the ends and means of public education – as long as they met some state and federal standards. Finally, much of the content that reached school classrooms was developed largely through private, commercial auspices. There were competitive suppliers not only of desks and pencils, but also of textbooks, curriculum, and pedagogy. Some of these sold their goods and services to public and private schools. But some operated alongside schools as adjuncts to the formal educational system. And the individuals who chose to enter the teaching profession often paid private institutions for the training that would qualify them to be teachers or principals or superintendants of public school districts. 

26) This meant that while there was an important public presence in the K-12 system, that public was far from homogeneous and hegemonic. There was a great deal of room in the K-12 sector for values to be expressed from actors in very different social positions, with different interests, and holding different ideas about what a good and just educational system would be. This included (among others):

· Individual parents and children who were the principal clients and beneficiaries of the system

· Citizens and taxpayers who were concerned about the cost, quality and fairness of public education, 

· Religious and cultural groups who wanted to be able to exercise significant control over what their children were taught in schools, 

· Local communities who also wanted to shape their local educational systems according to their views of what constituted a good education, 

· Professionals who committed themselves to the task of developing and implementing their vision of a good education,

· Commercial or nonprofit organizations that developed materials and training for educational suppliers to use in doing their work.  

While one can say that “the public” had a significant role in shaping the structure, conduct, and performance of the K-12 system (as compared to the individual customers and commercially motivated suppliers that were so important in market systems), it would probably more accurate to say that there were many “different publics” that were convened (or merely showed up) in many different public forums to influence judgments about how state money and authority might best be used to accomplish the goals each of the “different publics” deemed important.
The Diversity and Variety of the K-12 Educational System
27) The fact that there are so many different social actors who have interests in how the K-12 educational system is organized and operated, and that they have so many different institutional salients from which to press their claims should result in an educational system that is at least highly varied in what it looks like and how it performs. That variability would reveal the responsiveness of the system to many different claims, and the many different accommodations that had been made to satisfy different aspirations and desires. 

28) To no small degree, the K-12 system does reveal great variety. Many different choices have been made about curriculum, about pedagogy, about standards of performance, about disciplinary methods, about how to deal with the wide differences that exist among people in a large, complex society like the United States.  This is consistent with the desire to have schools be responsive to local concerns, and to engage local citizens in the education of their children. 

29) The system also reveals big differences in dollars expended and results achieved, suggesting the possibility that some schools seem to know how to do things better than others, and that the system as a whole might be improved if all schools learned what the best schools already knows.
 That is consistent with the idea that local school districts could act as experiments with different educational methods and philosophies.
30) While the variety of the system supports the goals of enabling the system to be responsive to different local aspirations and local conditions, and while it creates innovations that might be useful in locations other than those where the innovation first appeared, the variety of the system has not always served everyone equally well. Instead of the variation producing a kind of escalator that keeps moving the performance of the system upward towards greater overall achievement as we would ordinarily expect in high performing industries, the K-12 sector seems to produce innovations that improve quality in some places, but do not improve the performance of the system overall. And in doing so, tend to increase rather than decrease the equity in the quality of what is being provided, and what is being achieved as a result.
31)  What might be broken, then, is not the process of generating new ideas about both the means and the ends of education. Those seem to be present in abundance. What might be broken is some reliable, discriminating mechanism that can not only stimulate experimentation with these methods, but pick from the range of possibilities the ideas that really do seem to work to achieve some agreed upon purposes of education. In the market place, we rely on customers facing particular products and services, and making choices about what to buy to perform the function of reliably distinguishing value from less value. In nature, we depend on the natural environment itself to select the particular species that are particularly well adapted to the natural environment. But in the complex world of public education, we have not only individual customers deciding whether they like particular educational services, but also many publics deciding what kind of educational services they like. 
32) And we have those publics making choices not only about the ends of education, but also important choices about the means. Indeed, it is often the suppliers themselves who are seen as having good ideas not only about the best means of achieving a particular goal, but also what the desirable goal should be. That makes the process of generating new ideas, sorting them out, and arranging for the good ideas to gradually triumph over the old quite a bit different from those we rely on in the market. It may be more like in nature. But in the world of K-12 education, economic, social, and political forces all play the role of nature in constructing environments that are more or less favorable to particular innovations. 
33) The challenge to the K-12 system to improve its performance by focusing on students and outcomes, by becoming more responsive the wants and needs of both students and citizens, and by becoming more innovative and dynamic in the way it operates is an important one. It has already done much useful work. But an important challenge remains: namely, how the public interest in the performance of the system, and the use of publicly owned assets, can be reconciled with a form of accountability that can both stimulate innovation, and reliably distinguish value creating innovations from those that are mere fads. This may require work on the political processes that animate and give shape to the public demands for accountability.

The K-12 Sector as a Complex, Mixed, Social Production System
34) The simple fact is that the K-12 sector is a very complex mixed system. 
· It consists of private, public, and voluntary organizations.  
· It is financed (and more generally resourced) by many different resource streams: public taxes, private spending on a fee for service basis, and third party payers who voluntarily choose to pay for services to others.  
· Its value and performance are judged against standards set not only by individual users of the system, but also by publics that tax and regulate themselves to create the educational system, and by third party payers who voluntarily choose to pay for the education of others. 

· It consists of many different kinds of suppliers of educational services: public agencies supported by taxes, staffed by public employees, and accountable to elected representatives of the people; privately governed agencies called charter schools that are financed mostly by government, and regulated closely by the government; by private agencies financed by voluntary contributions of money and time often rooted in religious or ethnic communities, and by private agencies (both nonprofit and for profit) that are independently owned and governed, and supported financially by fees for service.

35) The public/governmental component of the system is profoundly important, and the influence of democratic politics pervasive. Democratic governments – at federal, state, and local levels – show up in this world as very influential players. After all, they are the dominant purchasers and financiers of educational services – not children or their parents, and not charitable donors. And, the government exercise significant regulatory control over both the supply and the consumption of educational services.

36) One important consequence of this is that “the public” makes important decisions about the ends and means of the educational systems as well as students and their parents. In essence, the “demand side” of the market for educational services includes a large public, collective demand, as well as a private, individual demand.  

37) One way to think about the “public demand” for education is to understand that what we often call “educational policy”  -- the decisions made by government that use both the money and the authority of the state to accomplish a collectively valued purpose in the field of education constitute the public demand for education. It is through educational policy that the collective says what it wants from the system, and provides the practical means for achieving the desired results. That collectively constructed demand for educational performance – what we call education policy --  is, formed through the messy processes of representative government.  The judgments made therein can either buttress or overwhelm the decisions made by the individual clients and putative beneficiaries of the system. 

38) To make things worse, there is not just one public, nor one forum in which those publics are convened to develop and state their views about the values that the publicly mandated and financed system should produce. 

· There are at least three different levels of government that create different forums for public policy making about education. 

· And all three levels of government have legislative, executive, and judicial branches of government in which educational policy can be reviewed, evaluated, and influenced. 

· The conventional wisdom is that these complex structures divided up power and influence in neat, separable entitities: a government of separate institutions with distinct powers. The reality, as Richard Neustadt famously explained, is that we created a governmental system of different institutions sharing powers, and competing with one another about how governmental assets should be used. 

Consequently, one might be more inclined to say that there are many different publics that compete to define the values to be produced by and reflected in educational processes; further, that those different publics convene in different forums to argue with one another about how the system should operate. 
39) To make the system even more complicated (and different than a market) the K-12 sector includes important elements from the voluntary and philanthropic sector of the society. It has long been a part of our tradition that groups would come together on a voluntary basis to organize the education of the children. This was often organized around religious groups. But secular organizations, too, that shared particular ideas about what constituted a good education emerged as educational suppliers as well. 

40) It is also true that philanthropists have at various time stepped forward and exercised significant influence over the educational sector by financing studies, or developing innovations, or engaging in policy advocacy.
The Need for a Theory to Optimize the Performance of a Mixed System Over Time
41) The complexity of the system represents a challenge in itself. But complexity alone is not necessarily a problem. At a concrete level, economic markets for particular goods and services are incredibly complex processes, even more complex if we look at the economy as a whole. Yet, economic theory provides analytic frameworks guide the normative evaluation of these complex systems, and also the diagnoses of the processes by which their operations could be improved.  

42) We also know how to analyze democratic governments as agents of democratic citizens, and as producers of public goods and services deemed important to the creation of a good and just society.
 We have a normative theory of how good democratic policy making should work. We have a theory about how choices made by democratic governments can be effectively implemented and what a good public bureaucracy looks like and does. And we have theories about how government operations can be evaluated. 

43) What we don’t know how to do is to analyze a complex social process that:
· uses both private and public resources, 
· consists of private and public institutions, 
· relies on both market-like processes and hierarchical command and control systems to organize the social production process, 
· incorporates the motivations, institutions, and processes of the voluntary sector,

· and ends up producing both private and public benefits. 
Yet, that is precisely what the K-12 system is.

44) Faced with this situation, we tend to fall back on our standard models. We decide to see the system as either a market on one hand, or a governmentally managed service delivery process on the other, when the reality is that it is a very complex social production process that cuts across the public, private, and voluntary sector, is shaped by political, economic, and social forces, and is influenced by educational policies established at national, state, and local levels. The reason it is tempting to fall back on our conventional models precisely because it is too hard to think about the sector in other ways. 

What is at Stake in Seeing the Sector as a Market, a Governmentally Managed Production System, or as a Complex, Mixed Social Production System
45) Yet it turns out that there is much at stake in viewing the sector as a market, or a governmentally managed system, or as a complex mixed system that draws on resources, institutions, and organizing principles drawn from the private commercial, the political/governmental, and the voluntary/philanthropic world. To see what is at stake, consider how five key questions about the sector would be answered somewhat differently by these three different perspectives. 

46)  Question 1: who should be the principal arbiter of the value that is being produced by the K-12 system? 

· If one takes a market view, one tends to think that the answer should be parents and children who are the principal clients and beneficiaries of the system, and who look most like the “customers” of the system. 

· If one takes a government public service view, one tends toward the view that it should be some kind of politically constructed collective that should be the arbiter of value – not the individual clients. But while the distinction between the market view (that the customer of the system should be the arbiter of value) can be reasonably sharply distinguished from the idea that some collective (specifically, a collective that is both authorizing and paying for the system) should be the arbiter of value, exactly which public can be counted on to be a reliable arbiter of public value is a bit less clear. Is it local communities who carry the financial burden of the system, or larger political communities who accept part of the burden of paying for the system, and have concerns about the overall fairness of the system that differ to some degree from the concerns of local political communities, or could it be a group of qualified educational professionals who are in a position to say both what is possible and desirable to produce through the K-12 system?
· If one takes a mixed system view, one can see that the arbiters of value for the system as a whole will include parents and students who have particular ideas of their own about what constitutes a good education, by political communities at different levels of government who can make public policies that define collective purposes for education, by courts that protect particular rights that individuals have to education (even if they don’t particularly want them!) and impose requirements on both governments and private institutions that offer educational opportunities, and by professionals who claim some standing to define what constitutes a good education for the society as a whole, and even by self-appointed “do-gooders” who think they know what constitutes an effective educational system, and are willing to spend their own money to produce it. Importantly, each actor in this system is free to pursue their own ideas of what constitutes a quality education as long as they are willing to use their own resources to pursue it. When, however, they want to use public assets to advance their ideas about a good and just educational system, they have to use their particular positions either to persuade others, or to make their own views count in the collective policy making processes even if they can’t persuade the others. 
47) Question 2: What key institutions, activities, and production processes constitute the core elements of the K-12 system that produces a certain level and distribution of educational services, and educational outcomes?

· If one takes a market view, one tends to see the K-12 Educational Sector as a set of educational suppliers on one hand, and educational consumers on the other. The key productive process occurs in the encounters between the suppliers and the clients. 

· If one takes a government public service system view, while one pays close attention to a group of institutions that could be called educational suppliers and educational consumers. But one does not see them necessarily meeting in a market like exchange. One sees the powerful hand of governments at different levels in shaping the system and the processes that constitute it. One sees the government using its authority to require individuals to be educated on one hand, and establishing rights to equal educational opportunity on the other. One sees the government using its taxing power to raise funds from the general citizenry to pay for the costs of the educational system on grounds that important public as well as private purposes are at stake in the level, distribution, and quality of educational opportunities provided. 

· If one takes a complex mixed system view, one tends to look beyond educational suppliers on one hand, and educational consumers on the other to a much wider set of social actors, and social conditions that shape the contribution these actors make to the educational system. There is an economic, social, and political culture in the society that sets the context in which one can think and talk about education, and mobilize others to act on behalf of some shared vision of a good and just educational system. One sees behind image of the educational system as a market process, a set of wider economic conditions and forces that simultaneously shape the private and public demand for education, provide the resources for delivering educational services, and set the challenges that the educational system must meet. One sees behind governmental policy, a strong political commitment to education as a public purpose: the kind of commitment that not only animates and guides government action, but also action from civil society organizations, and from individuals who would like to participate in an important social cause. And, one sees that the parents and children who are the clients and beneficiaries of the educational system, and also making significant contributions to the success of the enterprise as a whole, and its ability to achieve social outcomes.

48) Question 3: how should the system be financed/resourced? 

· If one takes a market view, one is inclined to the view that the financing should come from those who benefit from the service – in this case, the parents and children to be educated. This view leads, on one hand, to support for private education in which parents and students pay for the education they receive. It also leads to the view that even if government continues to raise the money to pay for educational services through tax dollars because it wants to both increase the level and alter the distribution of educational services that would be consumed in a pure market system, that the principal clients and beneficiaries should be able to choose the education they want. This position is justified either on grounds that the individual parents and children are the only proper arbiters of value and therefore that the overall aim of the system must be to satisfy their desires, or on grounds that the overall performance of the system in achieving socially desired outcomes will be improved in both the short and long run if educational providers are incentivized to pay attention to what students and their parents want.   

· If one takes a government social good delivery system approach, one is more inclined to be supportive of public financing through tax dollars, to think that the collective has both an interest and a right in deciding what particular outcomes the educational system should be trying to produce, and to be concerned about the fairness with which the system operates, and the degree to which it seems to be producing equality of opportunity as well as individual client satisfaction.

· If one takes a mixed system view, one can see that the money to sustain the K-12 educational supply system can come from both private individuals making voluntary choices about how to spend their own money, governments taxing citizens at large to pay for the provision of high quality educational services, or private individuals making choices about how to spend the government’s dollars. One would also recognize that money to pay for the system could come from partly from voluntary contributions made by charitable organizations such as churches or cultural identity groups, or simply from individual philanthropists or donors who are willing to make voluntary contributions to educational purposes. And, one might recognize that the productive resources and effort needed to sustain the operations of the sector and the achievement of social goals depended not just on money and its ability to buy effort from educational suppliers, but also on the willingness of professional educators, concerned citizens, helpful neighbors, and motivated parents to make material, in kind contributions above and beyond what money could buy.

49) Question 4: along what particular dimensions of performance, measured in what particular way, should the K-12 system as a whole, and the particular suppliers within the system, be evaluated? 

· If one takes a market view, one tends to think that the principal measure of success is whether the clients of the system value its services not only as an important means for achieving educational outcomes, but also as an end itself. One might also think that the success of the system in preparing individuals for economic independence, and for supporting the national economy might be particularly important social outcomes to achieve. 

· If one takes a government managed public production view, one tends to be concerned about the achievement of socially desired outcomes which may or may not take individual client satisfaction seriously. The socially desired outcomes could include not only preparing children for future economic roles, but also for the social and political requirements of living in and helping to guide a democratic society. And, the government production view would concentrate not only on the achievement of the system in advancing the capacities of children, but also on ensuring equal educational opportunities, and ideally reducing existing inequalities in economic, social and political status. 

50) Question 5: what mechanisms can we rely on to improve the performance of the educational system over time? 

· If one takes a market view, one tends to think that the powerful mechanisms for improving system performance over the long run are those that improve the performance of economic markets: freedom of choice by consumers who are the proper arbiters of value, competition among suppliers, patents and other kinds of intellectual property rights that allow individuals who invent a better mousetrap to benefit materially from their invention, and provide incentives to entrepreneurial activity. 

· If one takes a government production view, one tends to imagine a set of mechanisms for driving system improvement that are quite different. One thinks of strong demands for political accountability for performance measured against publicly defined objectives, professional ethics and norms that motivate educational suppliers to look for improved methods even if they cannot benefit and to give away good ideas when they have them, court interventions that can secure rights to equality of educational opportunity even when the political system fails to deliver that, and even political mobilizations of different stakeholders who can pressure the system to produce something different than it is now producing, or draw new people into the field.

· If one takes a mixed system view, one adds to the ideas above the special role that voluntary associations and philanthropy can play in both generating innovative ideas, and creating the economic, social, and political conditions under which those ideas can diffuse.

51) In the end, the system will never be either simply a market or a public production system that is rationalized and run by a single government. It will always be a mix of both: 

· A market that that responds to the desires of parents to educate their children, and suppliers of educational services who are willing or actively want to do this work meeting in a market that is heavily dominated by the government that exercises important influence on both the demand side of the market by requiring children to attend school, and setting out important public purposes that education should achieve, and the supply side where it takes responsibility for directly producing educational services, and closely regulating other potential suppliers. 

· A government managed system in which the government, acting as an agent of the public, both claims the right and takes the responsibility of defining and acting on a vision of what a good and just educational system would be like, and in pursuing this goal, takes advantage of certain kinds of market forces to help achieve that objective – including the idea the expectation that parents and children will be mostly aligned with the public ideas of a good and just education, and that decentralizing responsibility for educating children to local levels will produce an appropriate degree of responsiveness and innovativeness in the provision of educational services.

· A voluntary system that will attract the commitment of individuals who are passionately committed to the idea of education in general, and have their own particular ideas about how those goals should be achieved. Some of that voluntary spirit will flow through both market and political/governmental sectors, importantly influencing what happens in those particular sectors. But another part will flow outside these sectors and express itself in independent action. And still another part will flow outside the private and public sectors, but exercise important external pressures on those social behemoths.
52) The theory of change we have to construct to guide our efforts to make system wide change has to be rooted in these particularly complex realities. In doing so, four particular challenges have to be overcome.

53) First, we have to avoid the temptation to slip back into viewing the K-12 system as either a market, or a government managed production system. The easiest way to stay motivated to avoid this error is to see that while each simple position has its virtues, each also has significant limitations. 

· If we choose to observe it as a market, then the good news is that we can begin to analyze the behavior of a highly decentralized system, and think about ways to influence it. The bad news, is that we fail to understand the purposes, or the constraints or levers that are powerfully shaping the environment in which that market is operating.

· If we choose to observe it as a government financed and organized production system, then we get the benefit of a system overview, and a more accurate understanding of the actors and forces at play in shaping, animating and guiding the system that creates encounters between educational opportunities and the kids how can take advantage of them. But we are no closer to having powerful theories or levers for making change. We can see that the law as it is developed and enforced becomes a powerful driver along with market forces (indeed, we can see the law as something that either enables or disables market forces as well as competes with them.) We can see politics as it is enacted at national state and local levels as powerful influences on the system that essentially make the market for educational service by financing and regulating the system. We can see the weight of the profession and its concerns and capacities bearing down on the system for good or for ill.

54) Second, we have to escape from the grip of an ideology that sees markets as devices that naturally produce high degrees of responsiveness and innovation, and politics and government as devices that produce hegemony and stasis, and that ignores the role of civil society organizations producing social outcomes. 

· The market can become terribly hidebound, and become a captive of particularly powerful demanders or suppliers as well as dynamically innovative, and innovative in the direction of ensuring equal access and more equal educational outcomes.

· The political/governmental system can become responsive to many different voices and concerns, and to produce variety in the way it operates as well as to spawn indifferent, stagnant bureaucracies.

55) Third, we have to get comfortable with the idea that part of what happens in the K-12 educational sector happens not because economic markets tend to produce it, and not because government policy mandates it, but because individual human beings and voluntary associations of human beings become committed to providing educational opportunities for children, and pursue that goal both within and outside the context of markets and politics. 

· The K-12 Education System in the US bears the traces of a long-standing voluntary commitment to the importance of educating children. That is present not only in the willingness of some parents to pay out of their own pockets for education even when a free public alternative is available, and not only in the willingness of citizens to decide to tax and regulate themselves to support a large publicly financed and regulated system, but also in the willingness of many individuals to commit themselves to doing the work of educating children by teaching them themselves, by supporting the work of the school system, by becoming a teacher, by taking the responsibility of creating or running a school, or by investing time and effort in developing and testing new methods of teaching, of evaluation, and of managing the complex process we call education. 

· Sometimes this voluntary commitment shows up through institutions and actions that run parallel to the publicly or privately financed public school system. Other times, it shows up as an extra bit of responsibility for social outcomes in privately financed and managed schools, or in terms of an extra bit of energy and creativeness in the publicly financed and managed schools. 

56) Fourth, we have to learn to get comfortable with something that we describe as an interactive productive system that produces results that are important to both individual and social welfare is not being managed by any particular authority, or by the simple laws of supply and demand. It is a system in which both the right and the effective capacity to judge the value of the system’s operations, the control over the material assets that determine the performance of the system, and the responsibility for taking action to achieve desired results is widely distributed across many social actors. To be sure, effective influence is not equally distributed. Some social actors have much more effective leverage over the systems conduct and performance than others. But there is no social actor that has anything other than a small part of the overall capacity to shape system performance. If an important effect is to be produced, it must come through the effective assembly of the capacities of different positions, not from the exercise of dominant power from a single, particular position. 
Summary and Conclusion

57) At this stage, I hope some of the stereotypical ideas about the organization of the K-12 sector have been exploded, and some new ideas about how best to look at the system might be coming into view. In the next piece, I will try to put forward a more particular way we might learn how to analyze a mixed public private production system so that we can figure out how we might best improve its performance.  

� One test of whether we had a good way of characterizing the system was its comprehensiveness -- whether it succeeded in drawing our attention to institutions and processes that either constitute the system or affect its performance. A second test was its granularity – the degree to which it included enough differentiated detail to reveal important differences among the different parts of the system without collapsing into a heap of incomprehensible detail.





� An important test of this feature would be the degree to which the framework of evaluation could accommodate all normative claims made about desirable features of the system, and organize them in some coherent way.





� Not clear that there are “social forces” independent of the actions and choices made by individuals in particular more or less powerful positions. But it seems likely that the choices of individuals in different positions will be importantly influenced by conditions in the world as they are perceived and interpreted in the society through discussion, and within particular institutions. Important question for us is whether particular strategically minded individuals can self-consciously use these “larger forces” to leverage their impact.


� The categories also had to work for industries such as defense and security, or to some degree health and education,  in which private commercial enterprises were selling primarily to government 


� The technical definition of an industry was those firms that supplied products and services that were very close substitutes for one another.  


� A key strategy for commercial firms to earn supra-normal returns was to identify particular product or service attributes that could command premium prices. In contrast, if one were forced to sell products that were pretty generic, it was hard to make extra profits. Such products were described as “commodities,” and if one were selling commodities, one was going to be in trouble. 


� Schumpeter


� Discussion of difference between private wants, collectively recognized needs, and collectively guaranteed rights. 


� Note problematic use of the word “people” as a simple aggregation of individuals that gives special standing to a group of customers or clients over suppliers, versus a we that is constructed and articulates a collective view of what it means for the system to be efficient by articulating and insisting on a view of what consistutes a good and just educational system one that responds to desires, meets needs, and vindicates rights.


� The metaphorical idea of “alongside” or “above” focuses attention on all the following points: a) that there is a distinction between the evaluation of the performance of the system that is carried on by society as a whole looking at the aggregate performance of the system on one hand, and by the individuals who are the clients and putative beneficiaries of the system on the other; b) that these evaluations may be closely aligned with one another in the sense that the individual clients want pretty much what the polity wants for them, and that the polity views satisfying the desires of the clients as an important goal; and c) that where the preferences differ, one set of preferences will be considered more socially compelling than the other. 


� For a defense of this general view of the inefficiency and ineffectiveness of government in satisfying the desires of individual citizens in a democracy, see _______________. 


� One has to be careful here to keep in mind that the variety created within the K-12 educational system includes different ideas about the ultimate purposes of education should be, and that some of the choices about means might well reflect different ideas about what would constitute good public education.  One also has to keep in mind that the educational outcomes that can observed are usually the results not only of what happens in schools, but also in the communities and society surrounding the schools.


� And when we look at the system as a social production system, we imagine that its activities and results are being determined and judged by very different kinds of public institutions. We think that the system might be both constrained by but also seek to change the basic economic, social and political forces in the society at large: that the system struggles with the reality of social inequity, and seeks to move the system towards a greater equality of opportunity. We think that the system is also challenged by, but also properly guided by local political communities rather than those that exist at Federal or State levels; that it is valuable for local communities to decide among themselves what kind and level of educational services they want to provide, until it turns out that those decisions affect individual rights established and enforced at the national level. And we think that the system is both constrained by and usefully guided by professionals on whom we have long relied: we want them to take responsibility for doing the hard work, and for developing the knowledge about how to achieve the objectives, but worry that they use their professional status to advance their own interests. 
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