
MARGS92.220

Commodity forms in education
with emphasis on the positional market
Simon Marginson

Prepared for the 1992 AARE/NZARE Joint Conference
Deakin University, Geelong, 22-26 November 1992

C/- of Centre for the Study of Higher Education
University of Melbourne, Parkville Vic 3052 
phone:  03.3447577 or 03.6896226

Commodity forms in education
with emphasis on the positional market1

1.  Introduction
This paper starts from the premiss that there are three possible systems of 
schooling: the market based model, the traditional top-down or 
bureaucratically administered non market model, and the  partly devolved 
participatory non market model. Most real life education systems mix all 
three, but one form tends to dominate. 

In Australian schooling there is a tendency towards market forms of 
production and distribution. This tendency is not inevitable, and is 
undesirable. Markets, however important they may be in social life, are 
relatively inaccessible to political organisation and democratic control. 
Thus markets are unlikely to place a high value on such policy aims as self 
determination through education, cultural diversity (Marginson 1992c), the 
democratisation of knowledge, the free flow of information, and equal 
access to educational credentials by social group.  

This paper puts forward some ideas for a theory of markets in 
schooling. These markets have broad roots in the interaction between the 
education institutions , the labour markets, the professions, and the 
social groups using education. But the nature (and the relative importance 
within schooling) of the education markets is by no means fixed, and is 
particularly sensitive to public policies and to the ideological climate in 
which schooling takes place. The tendency to markets is associated with 
certain forms of political/intellectual knowledge, such as public choice 
theory, and the free market blueprints of Friedman and others. 

The paper identifies some of the arguments, and policies, that are 
used to support a transition to markets. It tentatively suggests some 



counter arguments and strategies (in terms of both intellectual work and 
public policies) that might contribute to a reversal of this  tendency 
towards markets. 

It is assumed here that schooling should steer towards the 
participatory non market model, wherein parents enjoy significantly more 
choice than with the traditional public sector approach, but a choice 
expressed through political systems rather than market exchange. In taking 
this path it is necessary to ‘rescue’ the concept of choice from the free 
market liberals. Choice can be expressed through political self 
determination as well as market consumption, and arguably, is capable of 
taking a richer form in its political than its economic incarnation. 

For education institutions and for educators, the purpose of 
education should not be to compete successfully  against other institutions 
and other educators (what does that prove? what does that gain?) while 
producing market commodities as cheaply as possible, i.e. with the lowest 
level of real educational content that the market will bear. Rather, the 
purpose should be to maximise the social value of any and every educational 
‘product’. 

2.  Nature of existing markets in schooling
Definitions:  Economist Paul Samuelson (1954) made a famous distinction 
between what he called public and private goods, in which ‘public goods’ 
were defined essentially as those goods that could not be produced on a 
market basis. Public goods had the characteristics of non-rivalry and non-
excludability. Non-rivalry meant that one person’s consumption could not 
reduce that of another. Non-excludability meant that it was impossible to 
exclude from consumption a person who refused to contribute to the cost of 
production, the free rider problem. It was the role of the public sector to 
produce these public goods, because no one else would do it. The role of 
the public sector was merely a residual one. For our purposes, how useful 
is this definition of public goods?

Samuelson was locked into the market/state dualism that plagues the 
social sciences, in which the market and state are seen as mutually 
exclusive but the relationship between them is uneven - the market is prior 
to and superior to the state. In this framework, the market is seen as the 
norm, and that which cannot be produced via the market lies in the sphere 
of the state/government/public.  Thus Samuelson superimposed a public/
private distinction on top of what he was really talking about: a market/
non-market distinction. He should have used the term non-market goods not 
public goods. Supporters of the non market approach to education have 
tended to rely on Samuelson’s idea of public goods, but in doing so they 
have boxed themselves into a corner.

In Samuelson’s rather loaded construction, non-market goods were 
defined in technical-economic terms rather than social and political terms. 
That is, the decision to place something on the market was seen as 
inevitable and natural rather than a matter of deliberate policy choice. 
Further, he implied that governments did not engage in market activity, and 
that private sector activity was necessarily of the market type. This leads 
to an easy assumption that market means private schools and non market 
means public schools - for example, in that widely used book by Connell et 



al, Making the difference (1982). Unfortunately, it is not that simple.
Samuelson’s notion of public and private muddied the waters for 

analysing already tricky areas like education, where production readily 
takes either non-market or market forms, or both forms simultaneously - 
where private schools (e.g. Catholic primary) may be non-market in 
character, and where governments contribute to the production of market 
education (e.g. fee based business education courses in the universities).
Commodities produced in education:  For production and distribution to take 
the market form, there must be identifiable commodities that are exchanged 
in the market. In education there are two main forms of commodity. 

One form is intellectual property in patents, books, software, 
works of art, even knowledges and ‘know how’. This form of commodity is 
growing rapidly at present, especially in higher education, but it will not 
be further considered in this paper which is concerned about markets in 
schooling. 

The second form of commodity is positional goods. Certain 
educational courses and educational institutions are seen to provide 
students with a relative advantage in access to further education, to the 
professions and/or to the labour markets. They provide, or contribute to 
the providing of, social position. The positional effect derives partly 
from the nature of this educational participation - where people are 
educated often influences whether employers want to hire them, and certain 
institutions provide access to useful contacts and forms of behaviour 
(‘cultural capital’) - and partly from the educational credentials which 
are awarded at the completion of the course of study. Educational 
credentials are an on-going portable form of positional good. In addition, 
certain forms of educational participation provide positional advantage in 
an immediate sense, as consumption goods. 

It is easy to understand the attractiveness of the elite private 
schools. These schools are seen to confer both immediate positional 
advantage over most other families (‘superior’ consumption), and longer 
term advantages in the competition for places in higher education and the 
professions (superior investment opportunities).  

The concept of positional goods owes much to Fred Hirsch whose 
Social limits to growth (1976) is worth reading.2 Hirsch emphasised that 
the number of positional goods - unlike goods produced in manufacturing - 
was not only scarce, but scarce in absolute terms. One person can gain 
relative advantage only at another’s expense, and there are never enough 
positional goods to go round. By definition, there is a hierarchy in the 
consumption of positional goods. It is impossible to deliver them equally; 
i.e. equality of positional outcomes is impossible. Further, the 
competition for positional goods has the reverse effect to Adam Smith’s 
invisible hand (Anderson 1990). Increased or broadened social competition 
for these goods merely absorbs more social resources without adding to the 
stock of positional goods, and thus the sum of individual utilities. One 
person’s positional gain is always another person’s positional loss. The 
choices of one always affects the other. Given the competition itself 
absorbs resources, the net aggregate effect is a loss rather than a gain. 
Competition for positional goods is turned inward rather than outward, 
leading to intensified social stress rather than economic growth. The 



struggle for positional goods is zero sum,  not positive sum.
It must be emphasised that not all forms of educational 

participation or educational credential constitute positional goods. Year 
10 qualifications once functioned as positional goods but now that almost 
everyone has these qualifications they have lost their value. To repeat, 
the distinguishing characteristic of positional goods in education are that 
they are scarce, and that this scarcity is absolute. Thus at a given level 
of value, the number of positional goods is fixed.3 If their number is 
expanded each positional good stands to lose value. Thus like the Ivy 
League universities in the United States, the elite private schools in 
Australia are inherently non expansionary. Those schools choose their 
‘consumers’ rather than vice versa. The consumer has less than normal 
sovereignty in a positional market. The producer is more strongly placed 
than, say, in the markets for consumer durables, or basic foods. 

This relatively weak form of market based consumer choice may be 
compared with the strong choice available in non-market participatory 
systems, where the user of education is able to use political and 
participatory mechanisms to shape the type of education she/he wants.  
An alternative: Thus education does not necessarily take the form of 
positional goods. It is able to take the form of a common good, in which 
the ‘good’ is not scarce and anyone may use it for private (or collective) 
purposes without affecting its value to others, i.e. it takes the form of 
non-excludability. C.B. Macpherson cites the mediaeval common land as a 
form of common property in this sense (1975: 105-109). When produced on a 
non-market basis, education is able to take the form of a common good. This 
is not the same as saying it is state property4, but nor does it mean 
private property. Macpherson says:

‘The fact that we need some such term as common property, to 
distinguish such rights from the exclusive individual rights which are 
private property, may easily lead to our thinking that common rights are 
not individual rights, but they are. They are the property of 
individuals, not of the state. The state indeed creates and enforces the 

right which each individual has in the things the state declares to 
be of common use. But so does the state create and enforce the exclusive 

rights which are private property. In neither case does the fact 
that the state creates the right make it the property of the state. 
In both cases what is created is a right of individuals ... Common 
property is created by the guarantee to each individual that he [sic] 
will not be excluded from the use or benefit of something; private 
property is created by the guarantee that an individual can exclude 
others from the use or benefit of something’ (Macpherson 1975: 107).
How the positional market works in Australia:  Positional goods are 
produced in most private schools, in the universities and other higher 
education institutions and to some extent, the public secondary schools and 
TAFE institutions. Thus the market in positional goods falls across the 
different sectors and levels of formal education, and does not simply 
follow the boundary between public and private. The shape of this market is 
lop-sided, in that the private school (and post-compulsory) parts of the 
education system are over-represented within it. Nevertheless, at Year 12 
stage all credentials, whether generated in private or in public 



institutions, have some positional value. Thus public schools create 
positional goods even in the absence of exchange mechanisms, although the 
positional value of most schooling is in decline as it approaches universal 
participation in Year 12.

Much of the positional competition is now located at the post-
school stage. The modern growth and differentiation of higher education has 
led to a complicated hierarchy of position, within which certain older 
forms of position have survived, maintaining their traditional role. For 
example the number of medicine graduates at 914 in 1953 was 24.9 per cent 
of all graduates from Australian universities. By 1984 there were 2534 
medicine graduates but these represented only 3.6 per cent of the total.The 
positional value of medicine was maintained (Marginson 1992d).

Within schooling the private schools, and the small number of 
selective public schools, have been the dynamic force in the development of 
the positional markets. The role of the elite private schools and their 
interaction with the leading universities is well documented (for example 
see Anderson and Vervoorn 1983, Teese 1981, Teese 1989, Who’s who, etc.). 
For example in 1988 14.8 per cent of all Year 12 students were drawn from 
the non-Catholic private schools. But 21.6 per cent of all first year 
university students were drawn from those schools, and 39.1 per cent of all 
first year medicine students came from those schools. At the Universities 
of Melbourne and Monash in Victoria, more than half the first year medicine 
students came from the non-Catholic schools and the public school share of 
medicine intakes was less than 30 per cent (Marginson 1992d). The 
positional value of these non-Catholic private schools is obvious. 

After the commencement of recurrent grants to private schools, much 
of the growth of the private sector (even the Catholic schools) was not due 
to an absolute shortage of places in public schooling. Rather, it 
constituted new layers of differentiation and hierarchy in the positional 
value of schooling. As the private sector expanded, parent ‘choice’ 
increased - but these increasing parent choices were ranked vertically 
rather than horizontally. Market choices are always ranked hierarchically 
on an ascending scale of value, so that only a few people will ever gain 
access to ‘the best’ the market can offer. In schooling, the expansion of 
the private sector in the 1970s and 1980s had two main effects - positional 
goods which had formerly ranked on much the same plane began to be more 
finely graded and ordered against each other, and the private schools 
increased their share of the total number of those school places which had 
real positional value.

Naturally, as the private schools increased their share of the 
fixed number of positional goods on offer, the public schools were the 
losers. In that sense the expansion of private schooling is more or less 
automatically associated with a fall in the ‘standard’ of public schooling 
- to the extent that this standard is understood in positional terms, 
without any necessary association with the intrinsic quality of teaching 
and learning in the public system. In positional market in Australian 
schooling, the (usually Protestant private) schools with the highest 
positional value become established as a norm of ‘excellence’ or standards, 
against which all other schools are judged. This norm overshadows the 
public schools so they are always being forced into a necessarily 



‘inferior’ imitation of the schools with ‘real’ excellence. 
Across all schools, the operation of this norm of good schooling, 

enforced by market competition, is profoundly conservatising. The norm of 
good schooling becomes an iron-bound code of educational conduct, for any 
deviations from it are punished in positional terms. Experiment only comes 
easily to a school like that of A.S. Neil which has opted out of the 
positional race. It is too risky for other schools, except those at the 
very bottom of the positional ladder, with nothing to lose. In general, the 
stronger is the positional element in educational practices - the more the 
other objectives of schooling (custodial, democratic, academic) are 
subordinated to the production of positional goods - the more that genuine 
diversity and scope for parental self-determination (strong choice) will be 
stifled. The traditional centralised and bureaucratic public systems are 
meant to be the by-word for inflexibility, but markets can be as rigid as 
the traditional governmental structures: 

‘There appears no evidence that the free market necessarily 
produces greater educational diversity. A few exceptions at the 
margins apart, the traditional British public school system tended 
very much to create a standardised product. Indeed, this was what the 
consumers expected in return for their money. In today’s world 
standardisation in the private sector results from the overriding 
pressures for pupils to gain nationally recognised credentials, the 
major criterion by which these schools are judged’ (Hickox 1991: 395).

‘Thus deregulation in the distribution of education increases the 
climate of competition for access to whatever form of it has the 
highest exchange value, and individuals who seek to maximise the 
exchange value of their or their children’s educational experience 
must underwrite whatever cognitive skills and social attitudes are at a 

premium in the evolving cultural ethos. When there is both 
widespread youth unemployment and rationed access to higher and 
further education, the devolution of choice and power to the consumers of 
education ensures not that the consumer has a freer choice in determining 
the nature of the product, but that ‘rational’ consumers will demand 
a product in line with the requirements of the ‘enterprise culture’ in 
which individualism and conformity are curiously entwined’. 

‘Freedoms to make rational individual choices when ... social 
reality largely determines which choices are rational, are not like 
freedoms to devise a game of one’s own choosing, or one which reflects 
personal goals, priorities and values. They are much more like 
freedoms to compete in a game whose parameters are set in 
advance’ (Jonathon 1990: 118-119).

Changing character of this positional market:  The Australian Bureau of 
Statistics’ income survey data indicates that there has been a massive 
growth in the number of people holding post-school educational 
qualifications, in relative as well as absolute terms. For example, between 
1973-74 and 1989-90, the proportion of full time workers aged 25 to 34 
years and holding degrees jumped from 6.6 per cent to 17.2 per cent, and 
the proportion holding any post-school qualification rose from 41.5 per 



cent to 60.1 per cent. 
People in the labour markets with credentials of some kind enjoy a 

continuing and often decisive positional advantage over those without 
credentials at all. Nevertheless, the growth in numbers means that over the 
long term, there has been a fall in the average positional advantage 
associated with each level of qualification. For example, in 1968-69 the 
degree holder earned 1.79 the average income of all full time workers. By 
1989-90 the ratio was 1.30.5 

The declining value of credentials is associated with several 
changes in the market for positional goods in education. First, as noted, 
the positional value of certain forms ofparticipation has disappeared, e.g. 
Year 10. Second, as participation in school and post-school education has 
increased, the positional competition has both expanded and intensified. 

As participation to the end of schooling tends towards the 
universal, so the positional competition tends towards the universal, all 
else being equal. Positional competition increases in three different ways. 
First, it pushes upwards, so that more students are fighting for position 
even at the post-graduate stage. Second, it implodes inward, so that 
competition at year 12 becomes more intense than ever. Third, it pushes 
back down the schooling system, so that participation at the lower year 
levels becomes more differentiated. The question of public versus selective 
private schooling becomes important even in the early primary school years, 
where certain positional tracks are seen to confer later advantages.  

Within schooling, year progression is no longer selective - almost 
anyone can now make it to Year 12 - but selective schools are more 
important than ever. Thus while the difference between Year 9 completion 
and Year 10 completion is now of little positional significance in the 
struggle for jobs, the difference between Year 9 at one school and Year 9 
at another has become more significant. 

This system of positional advantage/disadvantage is as real as 
bricks and mortar. It governs people’s lives. But the irony is that the 
individual and collective judgements through which the positional ‘ladder’ 
is constructed, the myriad of interlocking market place decisions, derive 
from stubborn prejudices, sudden fears, gossip, rumour, hearsay and ‘seat 
of the pants’ responses. They are rarely based on a considered overview of 
the whole schooling system. Positional judgements rarely draw on objective 
data about the different kinds of school. For example, most people make an 
hierarchical distinction between selective private and comprehensive public 
schools - but there is no solid basis for this judgement in relation to the 
educational practices of the two types of school. It is true that the 
clientele of certain private schools enjoy pronounced social advantages, 
but there is no clear research evidence that these advantages are conferred 
by the educational program of those schools, as distinct from the social 
background of their clients, or the factor of ‘self-selection’ (homes which 
outlay on private education are more likely to encourage educational 
achievement, all else being equal).6 

Here the public criticisms of  standards of public schooling has 
played an important role. This debate has been noticeable for wild claims 
and the absence of reliable evidence. Nevertheless, the lack of evidence 
has not mattered very much. In the absence of solid data about relative 



quality, the standards argument has become a widely accepted ideological 
framework within which to rank schools on a positional basis. The standards 
argument often serves as a post hoc rationalisation of positional decisions 
that have already been made. In the short term, a real improvement in the 
quality of public schooling is unlikely to disturb the existing positional  
rankings.    

These developments are pushing Australian education further in the 
direction of the Japanese system, where whole schools and universities are 
ranked hierarchically - more publicly than here -  and to obtain entry into 
an elite university it is seen as essential to attend one of the top 
private secondary schools. The federal Opposition Parties favour the use of 
‘league tables’ of the best institutions and courses in higher education, 
which would strengthen the positional discourse in Australia. Marketing 
guidebooks on schooling and higher education often rank the institutions 
and this, too, strengthens emphasis on positionality.

3.  How markets are fostered
Thus the positional competition is affected by the complex relationship 
between education and the labour markets, and by the dual public/private 
system of schooling (which establishes positional scarcity, and encourages 
competition). But as noted, the market in positional goods is also 
constituted  by politics and policy. To this extent market competition in 
education can be deliberately created, and it can also be restricted.

It is possible to have a schooling system in which positional 
competition is relatively constrained and other activities are often more 
important. It is also possible to have a schooling system in which the 
positional market overshadows everything else. This has been the goal of 
the free market reformers in education.

Theory driven by politics:  The case for market reforms, for the equation 
of ‘choice’ with market consumption rather than political participation, 
has been developed in forty years of sustained work by the intellectuals, 
corporate strategists, think-tank personnel, publishers and others 
identified with the New Right. Within the framework of its broad emphasis 
on market production, the New Right has had a particular interest in 
education. Reform of education has been an important theme in the work of 
Milton Friedman, the best publicist and political operator - although not 
the most important thinker -  among the New Right (Friedman 1962, Friedman 
and Friedman 1980). 

The New Right argument has been examined more closely in The Free 
Market (Marginson 1992b). The work of the New Right activists, even their 
foundational intellectual work, is aggressively and overtly political in 
character. But in setting out to rewrite the political agenda, against the 
Keynesian and social democratic policies of government intervention, the 
New Right authors understood the power of knowledge as well as that of 
agitation and propaganda. Hayek (1960) renovated classical liberal argument 
about freedom as economic freedom. Friedman helped to develop the economic 
monetarism which during the 1970s, played such a key role in undermining 
political commitment to an expanding public sector. Buchanan put together 
the neo-classical version of public choice theory: his cynical conclusion, 



that the public interest is always subverted by the private interests of 
politicians and bureaucrats, now dominates contemporary attitudes to 
government. Thus in many respects, public policy is now conducted within 
the intellectual frameworks  developed by the New Right, even though these 
frameworks rest on assumptions and values that are highly debatable.7 

For example, public choice theory evaluates the public sector in 
terms of an accounting methodology that treats the public sector as if it 
is (already!) part of the private sector, ignoring its non financial 
objectives, including community service. Through this conjuring trick, the 
public sector is found by market measures to be grossly inefficient - it 
does not stand up well in cost/benefit terms, because community service 
imposes extra costs -  and this finding provides the basis for market 
reform policies under which the public sector is privatised and 
commercialised. Once market reform takes place, the public sector really 
does become part of the market, as the original methodology said it should. 
Its community service obligations, having first been eliminated in theory, 
are thus eliminated in fact.
Market reform strategies:  In the education sector, the strategy of the 
market reformers has been to propose an ambit claim for a completely market 
based system, and to pursue it relentlessly over the long term and in all 
forums, so the market vision becomes normalised in the public mind. 
Piecemeal market reforms then become a commonplace and are relatively easy 
to secure. Thus Friedman takes a hard line on the ‘need’ to eliminate 
government provision and government financing of education. He accepts no 
case for government subsidies after the elementary school years, because in 
secondary and higher education there are no public benefits additional to 
the private benefits. Even in the early years of schooling, governments 
should not pay if most parents can be persuaded to do so themselves. 
Compulsory education should be abolished (Friedman and Friedman 1980). For 
Friedman vouchers are a ‘second best’ option, because they leave government 
financing intact. Their virtue is that they strengthen market-style 
relationships (Friedman 1962: 89-94).  

In Australia the same proposals havecome from George Fane (1984) 
and Michael Porter’s then Centre for Policy Studies. Much of the agenda has 
found its way into Liberal-National Party policy. To Porter’s Centre, 
vouchers both created a universal competitive market,  and took schooling 
out of the public policy sphere: 

‘Any increase in subsidies paid to private schools - and  a 
fortiori, the payment of equal per pupil subsidies to government and 
private schools (as in the classical form of the voucher proposal) 
- would presumably increase the already fairly rapid rate of 
privatisation of primary and secondary education - provided, of course, 
that the growth of the private sector was not artificially limited by the 
refusal to license new schools.8 As the flight from government 
schools accelerated, the quality - or at least the perceived quality 
- of the students and staff of the government schools generally would 
further decline, leading to further transfers to the private sector. 
The end result is likely to be a predominantly private system of 
education ... such an outcome would be highly desirable’ (CPS 1987: 112).
Elements of market reform:  When making the transition from a non-market 



system to a market system, three basic elements are required. There must be 
some form of commodity - in this case, the positional good - which can be 
exchanged against money in the marketplace. There must be a system of 
competitive production based on market exchange (requiring user charges, 
and competition between producers). There must be a market consciousness 
among both the ‘producers’ and the ‘consumers’. These three elements are 
interdependent, developing symbiotically. 

Given that education markets are the result of social/cultural 
factors rather than ‘natural’ factors, the question of market consciousness 
is very important. A number of the proponents of education markets have 
emphasised that the extension of markets requires the ‘appropriate’ market 
outlooks among ‘consumers’. They must search for, compete for and invest in 
the best possible educational opportunities. They must cease to see 
education as a government responsibility and see it as their own 
responsibility. They must  cease to pursue their educational aims as policy 
issues, through political and participatory structures. When economist Jack 
Wiseman developed the first British proposals for a market based system of 
schooling in 1959, he advised that the existing role of the local education 
authorities was an obstacle because it represented democratic rather than 
consumer forms (Wiseman 1972: 371). Later, the Thatcher Government adopted 
Wiseman’s advice. Weakening the LEAs was central to the 1988 Education 
Reform Act. In the United States Chubb and Moe (1990) draw a contrast 
between democratic decision-making and market consumption, arguing that the 
democratic approach is ipso facto inefficient. This is the same basic point 
about the ‘problem’ of the democratic outlook. 

 The ultimate object of market reform is the creation of a unified 
education market that covers both public and private schooling. As noted, 
while the absolute number of positional opportunities cannot be expanded 
from within schooling, it is possible for a more finely graded, 
hierarchical and universal order of positional goods to develop. It is 
possible to create a positional market from top to bottom of education, in 
which everything is subordinated to the market competition. This is 
precisely the objective of the proponents of educational vouchers, who 
thereby expect to create such a universal market virtually overnight. 

Thatcher’s 1988 reforms are working towards the same objective, 
albeit more slowly. The 1988 Education Reform Act created a more complex, 
many layered and much differentiated system consisting of private schools, 
grant-maintained semi-private schools that had opted out of the public 
system, privately sponsored and specialist City Technology Colleges, and 
the remaining Local Authority  based public schools. The National 
Curriculum defines the educational content of the positional commodities, 
thus operating as a grid holding the now more extensive positional market 
together. 

Theoretically, it is possible to eliminate the common good aspects 
of education altogether and order every institution and every form of 
participation within a finely graded vertical scale, so that even the 
public infants and primary schools become ranked against all the others in 
the universal market. The market reformers believe that such a hierarchy 
would enable relative standards to be more easily identified, facilitating 
positional choice, and that competition forces improvements in the quality 



of education. Without discussing these claims in detail, it can be noted 
that ‘standards’ are more precisely ordered insofar as non-measured and 
non-positional aspects of education are suppressed,9 and the claim about 
the benefits of competition is unevidenced, merely a statement of faith.
Commercialisation and privatisation:  There are two main forms of market 
reform:  commercialisation policies and privatisation policies. 
Commercialisation takes place when at least some of the forms of market 
production are introduced or extended: user charges, greater scarcity of 
product, competition between producers and/or consumers, and so on. 
Commercialisation in the public education sector refers to the use of a 
managed market in positional goods, one that is regulated by government. 
One classical method of establishing this positional market within public 
schooling is to make funding proportional to enrolments, so that schools 
are forced to compete against each other for students by securing the 
highest possible positional status. (Of course this form of competition has 
long been a feature of post-school education).

Privatisation refers to the transfer of production or assets from 
the public sector to the private sector. It includes the sale of land, 
buildings or equipment; denationalisations; the raising of public equity in 
private enterprises; the contracting out of public production to private 
firms, etc. Privatisation leads towards a self-regulating market in 
positional goods. Nevertheless, privatisation may be encouraged by 
government policies such as Thatcher’s Assisted Places scheme, or State Aid 
to private schools in Australia.

Note that tendencies to privatisation may generate 
commercialisation, and also vice versa. Privatisation encourages 
competition and scarcity, and weakens the influence of political factors 
that might otherwise interfere with market exchange. Once education or 
training has been transferred to the private sector, it is so much more 
difficult to secure political interference with the market for non-market 
purposes. Private property is a barrier to political intervention. 
Correspondingly, commercial relationships within the public sector  may 
lead to new markets which the private sector is able to exploit. But 
privatisation does not always lead to commercialisation, and vice versa. 
Their effects on each other are governed by policy, and are often quite 
complex.

Take, for example, government funding of private schools. ‘State 
Aid’ in fact reduced commercialisation, because it enabled a lowering of 
the effective private cost of private school fees. On the other hand, it 
encouraged privatisation because it make the private schools both cheaper 
and more widely available. On balance State Aid has encouraged market forms 
in education because it has helped to weaken the non-market aspects of the 
public sector. Yet if the Commonwealth Government had been able to use 
State Aid as a lever for securing an integrated public system encompassing 
the Catholic schools, as some policy makers wanted, the matter might have 
gone the other way.
Market forms of devolution:  Proposals for free market reform generally 
include market forms of devolution. The sting in the tail is that in the 
market framework, devolution means the local ‘consumers’ of services have 
to do their own fund raising. As James Buchanan, leader of the public 



choice school, has put it: ‘for there to be a meaningful devolution of 
decision-making powers, it must be stressed, there must also be an 
appropriate devolution of responsibility for finance’ (quoted in Reisman 
1990: 168).

Market devolution is economic rather than political. Central 
control is maintained over the product, e.g. through standardised national 
curriculum and standardised testing, and in training, competency based 
curricula. These structures, rather than top-down public management, are 
used to order the education system. In terms of administration, much of the 
responsibility for the provision of the actual services becomes devolved. 
Industrial relations, marketing and much of the fund raising is transferred 
to the local ‘manager’ (the principal) and the ‘company board’ (the school 
council or equivalent). Thus the new devolved market structures are 
superimposed on top of the old administered system.  

The important point is that despite the flowery rhetoric about 
local autonomy which often surrounds the devolution of public education 
services, the rules governing those devolved services continue to be set 
centrally, by a combination of authoritarian control and market forces, 
both of which are removed from bottom-up political accountability. In one 
sense the local school is freer than before, but it is freedom to follow 
someone else’s agenda. The system is just as opaque to grass roots 
democratic control as it always was, except that the mechanisms of control 
are more cunningly concealed. The local units are unable to link with each 
other politically. There is no structure in which a broad policy-oriented 
democratic polity can develop.

Chubb and Moe:  Chubb and Moe’s influential book Politics, markets and 
America’s schools (1990) starts from the assumptions used by Friedman and 
the free market school, and concludes for the establishment of a voucher 
system. The authors also link their argument to the mainstream of American 
policy research on the circumstances governing educational outcomes (in 
which outcomes are measured, narrowly, as student achievement scores). 
Their findings appear to be the logical heir to the previous research of 
Coleman and others and public and private schooling, and Chubb and Moe have 
rapidly taken on near hegemonic status. 

However, Chubb and Moe’s main conclusion, about the need for a 
market approach, is an artefact of their own political-theoretical 
assumption that the key determinant of better schools is in fact the 
difference between schools based on markets and schools subject to ‘direct 
democratic control’. The argument is circular.

Chubb and Moe frankly admit that the one ‘given’ in their 
regression analysis is that institutional structure (market or public) ‘can 
be reasonably viewed as exogenous’ because it is ‘the starting point for 
understanding school performance’. They assume that institutional structure 
determines school organisation, and this in turn determines student 
achievement. Market institutions are private schools and in the United 
States private schools usually service middle class families - who tend to 
display higher student test scores. Thus it is easy for Chubb and Moe to 
‘prove’ that market structure ‘causes’ higher achievement (Chubb and Moe 
1990: 114, 166-167). 



In an incisive critique of Chubb and Moe, Nicholas Lemann argues 
that in public schools in middle class districts, student performance is 
good; the structural problems identified by Chubb and Moe as inherent in 
democratic control ‘seem magically to melt away’. It is true that inner 
urban public schools are not working well, but the private schools ‘almost 
never draw on a poor urban constituency’. Lemann says that if Chubb and 
Moe’s formula of autonomous entrepreneurial schools was established in the 
ghetto ‘ a lot of diploma mills would spring up ... to cash in on the new 
availability of government tuition stipends. Released from all but the most 
rudimentary certification and accreditation requirements, these schools 
would be free to be bad’ (Lemann 1991: 104). But the impact of Chubb and 
Moe can be read in Lemann’s final plea:

‘Once a public function is eliminated, it is nearly impossible to 
get it started again, because taxpayers don’t want to pay for anything 
that doesn’t benefit them directly ... Before taking such an immense 
risk, we ought to make sure we’ve tried every possible means of 
making bad schools better which doesn’t involve cutting them loose 
from the webbing of public life’ (Lemann 1991: 105).

4.  Some responses to the trend to markets
The foregoing, rather schematic analysis of the tendency to education 
markets suggests a number of responses. 

The first of these relates to conceptual development and research 
programs. There is a need to develop a more constructive definition of the 
role of ‘public’ than the residual concept developed by Samuelson, in 
which, as discussed above, the public (= non-market) sector merely picks up 
those tasks that the market is unable to carry through. While Samuelson’s 
view continues to hold sway amongst economists, it can be argued that there 
are more positive reasons for public intervention in educational provision. 
In addition, there is a need to develop a full scale refutation of public 
choice theory. While this theory has certainly been influential, as Quiggin 
(1987) pointed out in a short, devastating critique, it does not stand up 
well to empirical scrutiny. 

The basic free market assumptions about human behaviour and social 
relations also need to be challenged more effectively. They are vulnerable 
at many points. For example, there is the view of human nature as governed 
by ‘economic man’, whose only desire is the maximisation of individual 
economic utility, and who is incapable of altruism, collective behaviour or 
non-economic ‘distortions’ of economic action (Marginson 1992a: 11, 14, 
24-25, 90). Further, Hayek in particular displays an extraordinary 
hostility towards democracy and democratic forms (75-79). Free market 
liberals also refuse to accept that exercise of freedom has material 
preconditions. They claim that poverty is no barrier to freedom, and have 
mounted a strident and extreme attack on social justice policies (90-93, 
30-33). Their absolute refusal to acknowledge any value in public planning 
is also vulnerable (9, 12).

Second, in terms of policy development, one priority should be to 
reduce the intensity of the positional competition in the last years of 
secondary schooling, which is feeding the development of markets, and 
continues to radically weaken those other purposes of schooling not 



implicated in the process of student selection. 
If universities threaten to set their own entrance exams unless 

they are provided with the public selection system that they want - one 
that enables them to select the sort of people they have always selected - 
then perhaps their bluff should be called. It would be better if 
universities took full and open responsibility for their own selection 
policies, thereby enabling these policies to be turned into a public 
matter. It would also be better if the schools were relieved of some of 
their immediate selection functions. Likewise, it might be better if 
employers did more of their own selection, perhaps also enabling their 
selection practices to be turned into a public matter. It must be 
acknowledged that educational selection has never been very sensitive to 
the specificities of particular occupations.  

Finally, public schooling needs a higher level of parental 
involvement in its decision-making, but with the emphasis on school 
objectives, curriculum and outcomes (the purposes and content of schooling) 
rather than management, funding and industrial relations. These latter 
matters should be largely the responsibility of principals and governments, 
mainly governments. 

This implies a greater degree of parental choice between as well as 
within schools, and negotiated and collective parental determination of the 
ethos of the school. But to exercise choice about the educational program, 
parents do not need an artificial competition in which the choices are 
defined in positional terms. 

Choices should be based on alternatives that are horizontally 
equivalent, in terms of positional value and of the public resources made 
available to finance each choice. Distinctions of quality should be based 
on perceived educational qualities, rather than positional advantage (i.e., 
economic quantities). Public provision makes it possible to ensure that 
everyone has the same broad range of choices in schooling, and greater 
diversity than the market model can permit. Diversity should be expressed 
through different cultures and educational philosophies, a qualitative 
diversity, in which educational and cultural developments would have a more 
fertile environment in which to flower. To emphasise, markets express 
diversity merely in quantitative terms, as differences in the  power to 
command positional goods - that is, as better or worse versions of the same 
type of education (Marginson 1992c).

Choice, diversity and participation should be the central 
organising principles of a renovated non-market system, in which education 
would be produced as an accessible common good rather than a scarce and 
private good. In such a system the public sector - being the sector 
directly accessible to political organisation and public policy making - 
would be the leading sector. But if it is to offer a viable alternative to 
the market system, the participatory non-market system  cannot return to 
the old bureaucratic model, in which most parents have little opportunity 
for stron choice, self-determination. Rather, it must answer the challenge 
of the market model by providing more scope for parental involvement and 
educational variety than a market in positional goods can really offer. It 
must provide the benefits of diversity and choice not just to those who can 
pay, but to everyone. 
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1 This paper is drawn from doctoral work on the nature and development of 
educational markets in Australia (Marginson 1992d) and is an early draft on 
some difficult and pressing issues. Comments are welcome. A modified 
version of the paper will be published by the Australian College of 
Education. Permission to reproduce should be sought from the author and 
from the College.  
2 Note that the word ‘good’ is somewhat misleading here, because economists 
usually define education as a service.
3 There are some parallels in the market for land within a fixed area
4 ‘“State property” is of course recognised as an existing fact, but this 
is the right of a corporate entity - the state or the government or one of 
its agencies - to exclude others, not (as common property is ...) an 
individual right not to be excluded’ (Macpherson 1975: 106).
5  These trends and the supporting data are discussed at greater length in 
Marginson 1992b.
6 In a careful study Williams (1987) concludes that private education is 
associated with higher student success after controlling for home 
background, but the decisive limitation of the study is that the factor of 
self-selection has not been accounted for.  
7 Mostly, the free market liberals do not claim to be value-free. They 
acknowledge that in the first instance, their project is political in 
character. Buchanan and Tullock said that some social scientists’ failure 
to be more clear about their normative/ideological mission was a ‘barrier’ 
to progress. ‘The only purpose of science is its ultimate assistance in the 
development of normative propositions’ (Buchanan and Tullock 1962: 308, 3, 
265). The political impact of the free market liberals lies in the skilful 
way in which this normative/ideological element in their work is managed: 
they way they have been able to build complex, rigorous and internally 
consistent bodies of knowledge, while at the same time pointing these 
bodies of knowledge (and everyone influenced by them) in the pre-determined 
political direction. 
8Note that in 1991, for the first time since 1977, the proportion of 
students enrolled in public schools (72.1 per cent) did not fall. One 
reason was the Federal Government’s new schools policy, which in some areas 
requires proposals for new private schools to be weighed against the likely 
impact on existing schools. 
9  For example, through the use of universal systems of standardised 



testing.  


