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Executive summary 

Over the past decade concerns have arisen regarding New Zealand’s distribution of 

achievement. The New Zealand Treasury has outlined areas of concern: that a growing 

proportion of students that are achieving poorly, that the socioeconomic background of 

New Zealand students exerts a stronger influence on their achievement than in most other 

OECD countries, and that low attainment is widely distributed across schools.1 Later in this 

report, we set out the cost of failure in education. That cost is measured in terms of lower 

productivity gains and increased welfare costs. Likely, predictive risk and other modelling will 

better inform the selection of appropriate interventions – particularly for students in the 

lower quartile of performance. But considerable across Government investment is clearly 

worth the effort if education performance can be improved. There are no surprises in this 

observation, but there is a need to better understand the nature of that investment trade-off. 

Partly as a response to these concerns and partly as natural evolution in the sector, we 

observe policy is currently in process of change from an atomised model towards a more 

collaborative model. There is a raft of new policy initiatives including establishment of 

Communities of Schools. 

The current system leans against inequity but is that lean enough? 
Those initiatives are pushing against a funding model which has a number of advantages and 

disadvantages. The main advantage is it retains capacity in schools in all geographic areas. 

The funding model is characterised by the following: 

• A largely publically funded system with centrally negotiated and paid teacher salaries 

being about 80 percent of the overall investment. 

• An allocation of funding largely on roll, with adjustment for type and size of school. 

• An allocation of money for deprivation which acts as a “rough justice” with higher 

decile schools more dependent on donations and international students. 

• The funding from international students is considerable; however, because of its 

uncertainty, it is tending to be used for one-off or special investment. 

• There is a considerable investment in special needs through special education and 

RTLB funding with teachers networked out of schools to satellite schools. 

• Introduction of national standards assists with performance comparison at secondary 

schools but its application in primary schools is subjective and variable. 

From a policy perspective, the school system is not so able to provide a back-drop to 

understand how value is added, encourages an “averaging” approach to students and classes, 

and is (over time) inefficient in moving schools towards optimal sizes. From our 

observations, size might be useful as the infrastructure to support the variety of students’ 

needs, and the increasing expectations on classroom teaching may mean greater teacher 

supervision, coaching and mentoring. 

                                                      

1  New Zealand Treasury (2012) Treasury’s Advice on Lifting Student Achievement in New Zealand: Evidence 

Brief. 
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Implicit in all of this discussion is a discussion around value-adding during the years a 

student attends schooling in New Zealand. Some of the features of teaching are reasonably 

universal: that education is cumulative, that teacher quality is important but difficult to 

observe, and that non-education outcomes affect student performance as much if not more 

than educational responses. In all of this discussion, the core motivation and professionalism 

of teachers is a nexus of policy. 

Findings from school visits 
We undertook visits to a number of schools with a variety of populations and geographies. 

We were told: 

• Schools are seeing students from increasingly diverse socioeconomic backgrounds. 

• Decile funding is useful, but there appears to be an increasing gap between decile 

ratings and the reality of students. 

• Particularly for low quartile students, there are concerns the operational grant, which is 

that component the school has decision rights over, is increasingly insufficient to meet 

identified student need. 

• Special education granting is hard to access, is time consuming, and does not meet 

needs. These hoops are felt to be wasteful of teaching time. 

• Because of the high cost of testing, many students are not diagnosed. 

• Lower decile schools tend to have fewer avenues to raise money and likely also have a 

higher load of transient students. 

Within this collection of schools, we observed some very good and quite differentiated 

approaches to dealing with issues of learning and poverty, including embedding of most 

special needs teaching in classrooms, different approaches to measuring and making 

transparent actual and expected student performance, and different ways of providing 

teaching supervision. Clearly, larger schools had stronger teaching infrastructure. 

There were a number of other issues around administration of roll size and the way it 

interacts with funding which we acknowledge, but see as mechanical issues to be addressed 

administratively. We also note and acknowledge that, although school public funding is 

homogenous, higher decile schools have quite different opportunities for growing revenue. 

The Principal’s ability to deal with financial management issues was identified as being 

critical. This poses more of a challenge for primary schools, as secondary schools tend have 

more administrative infrastructure and are less likely to fail financially. Financial failure 

means three to five years of hard effort to bring the school back on stream. 

We highlight the range of student issues and the types of responses likely in schools to those 

particular student needs. We found it difficult to engage with Principals and teachers on 

these topics as quite a bit of what is undertaken on a day to day basis is in the class, and 

around different teaching structures in the class, irrespective of student need. There are some 

general interventions and student interventions for some students with identified special 

needs. However, our observation is the ability to describe student needs and to apply 

appropriate interventions is highly variable. 

Capital and operating maintenance are major headaches for schools and take a great 

deal of Principal time and effort. That effort differs on the time the school is in its 
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investment cycle, but if a school faces earthquake strengthening issues and leaky building 

issues, then as much as two thirds of Principal time may be spent on those issues. We 

observe from interviews that the Ministry of Education appears to have a much better capital 

planning framework than before, but our interviews would suggest much more could be 

done and many schools would prefer a “turn-key” type process – or even a lease with 

responsibility for maintenance remaining with the landlord. There is clear room for the 

capital side to be structured as publically owned infrastructure company. 

Suggested directions to “nudge” the funding system 
We offer our conclusions for discussion rather than as a firm direction. From our 

perspective, it is usual to find a range of issues when reviewing funding systems, as no 

funding system will answer all problems. We think, however, that there could be greater 

diversity in funding instruments to address some of the concerns identified. Our suggestions 

are as follows and propose greater individualisation of the funding system: 

• Decile funding leans against deprivation, but may not be going far enough. 

• Deprivation is currently based on an average, and likely would be better calculated in 

such a way that the distribution of deprivation within a school is captured. In 

addition, other criteria such as parental income and parental levels of academic 

achievement may provide a more robust approach than the current approach of using a 

number of variables developed from census data, applied at meshblock level (which, 

again, relies on averaged values being representative). 

• The level at which schools set donations varies considerably. While donations are 

optional, the proportion of parents making a donation is decreasing. Given that many 

schools have commented that their students are coming from increasingly 

heterogeneous socioeconomic backgrounds, there may be value in considering 

developing a national donation schedule, based on combined parental income levels.     

• State integrated schools appear to have an overly favourable funding pattern. 

• Student needs in schools are under-recognised and the service model for addressing 

these needs may be out of date in light of the extent of them. 

• The needs may be similar across all schools, but likely will be found in higher 

concentration in low decile schools. 

• There is room to develop specific funding mechanisms targeting individual student 

needs where those needs are high in a more flexible manner than is currently available. 

• Teachers are likely to require smaller classes and greater coaching and mentoring 

in schools with a high concentration of student needs. 

Some options from the health sector 

• As a comparator, within health sector funding, we see a sharper push against 

individualised need, greater stratification of patient (versus student) need, and 

decentralised flexible funding packages to deal with those needs. There is also greater 

population based analysis of needs and disease burden, which is only possible through 

standardised, mandated data collection, at the level of individuals. Education 

does not appear to currently have anything similar. If this sort of information was 

available, it would enable trends in student needs, interventions, and related expenditure 

to be tracked. Ideally, it could also be used to assess the effectiveness of different types 
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of interventions on different types of students, and in doing so, assist schools to make 

more effective use of the funding available to it. It could also serve as an information 

base that would give the Ministry to the option of including a student need component 

to operational grants and staffing entitlements, similar to the approach used in other 

countries.   

• Comparison to the health sector also reveals very different approaches to the 

collection, standardisation, and monitoring of financial information (both revenue 

and expenditure). Again, without robust systems to collect this information, the 

Ministry of Education risks losing touch with the realities of cost pressures facing 

schools. Further, it is almost impossible to assess whether the system is currently over-

funded, under-funded, or appropriately-funded, without this level of detailed 

information. 

• Finally, there appears to be considerable potential to improve and/or provide support 

to Principals (and in some cases Boards of Trustees) in terms of financial 

management capability. The current model assumes capabilities that in many cases 

do not exist, with the result, in some cases, being poor investment decisions, which 

clearly impact on the funding available to support school operations and student 

learning. 
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1. Purpose and scope 

As a part of a programme of work the ministry of Education is undertaking to review the 

education funding system, Sapere has been engaged to conduct exploratory research into the 

cost of a good kiwi education. This research will inform the terms of reference for a review 

of school funding to be undertaken by the Ministry of Education. 

We have sought to answer the question of “what does a good kiwi education cost” in order 

inform a view about how public funding should to be allocated to schools, particularly if that 

cost-per-student can be differentiated by student type and/or by school characteristics (e.g. 

size). This will provide information as to whether some types of students and/or some types 

of schools might need more (or less) funding relative to their peers than is currently the case. 

This information may also assist in allowing for funding to follow students more closely than 

is currently the case. 

In line with our brief, this report presents our qualitative findings. Our quantitative findings 

will be presented in a separate report. 

The scope of our brief explicitly excluded consideration of: 

• The overall quantum of funding; 

• Institutional models for managing funding at a community of learning level (there are 

being worked on through the review of the Act); 

• Funding for professional learning and development (PLD), which is being reviewed 

through a separate process; or 

• The role and functions of the Ministry of Education. 

1.1 Approach 
In undertaking this work we have completed the following: 

• Conducted a series of scoping interviews with Ministry of Education staff and ex-

Principals working with the Ministry; 

• A desk-based review of the literature on the economics of schooling; 

• Documented the current funding system from Ministry of Education documents and 

datasets; 

• Documented comparative funding approaches from the health sector and overseas; 

• Established and visited 11 school reference sites across a range of school types, levels, 

sizes, deciles and locations; 

• Using information gathered from school reference sites, we have built a picture of how 

schools’ experience the current funding system and where they see issues with its 

current operation; and 

• Undertaken a costing exercise to answer the question of “what does a good kiwi 

education cost?” This work will be covered in a separate report. 
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1.2 Report structure 
This report is structured as follows: 

• Context. 

• The economics of schooling. 

• The cost of failure. 

• Overview of the current funding system. 

• Issues with the current funding system identified by schools. 

• Characterising school costs by types of students, and 

• Alternative funding models drawing on the health sector and overseas models. 

1.3 Policy context 
A review of the funding system across 0-18 years is one of the agreed priorities in the 

Minister of Education’s 0-18 years work programme. The current Early Childhood 

Education (ECE) and school funding systems have been in place for “a considerable time” 

and have evolved through multiple policy changes. The review work programme will 

consider whether the funding system supports achievement and progress for all learners as 

well as it could.2 

A review of ECE funding has been ongoing over the last 3 years. Funding was part of the 

scope of the work for the Minister-appointed ECE Taskforce in 2011. A review of school 

sector funding began more recently. 

The Ministry is also undertaking several other relevant pieces of work: 

• A review of the Education Act, which will include consideration of institutional models 

for managing resources at a community of learning level; 

• A review of Professional Learning and Development (PLD) funding; 

• The establishment of Partnership Schools/Kura Hourua; and 

• A review of school property. 

1.3.1 Early findings from the Ministry on the 
performance of the current funding system 

Analysis completed by the Ministry of Education notes that overall changes in funding have 

not been closely associated with changes in educational outcomes once a basic level of 

adequacy has been achieved. However, the way in which schools are funded – the system 

and the incentives it creates – is important:3 

                                                      

2  The Ministry of Education, 30 January 2015, ‘Education Report: Funding review – draft stock-takes and next 

steps’, briefing paper, p 5. 

3  The Ministry of Education, 31 October 2014, ‘Education Report: The school funding system – possibilities 

for reform’. 
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A good resourcing system gets resources to the places where they can best contribute to the 

outcomes the government wants from the school system, del ivers enough to achieve those 

outcomes, and is fair and transparent.  

An initial assessment conducted by the Ministry suggests the system does not measure up 

well when considered against the criteria of supporting achievement for all, efficiency, 

fairness, simplicity and transparency.4 The report highlights the following issues: 

• The system is complex and arbitrary in some elements, it contains internal 

inconsistencies. 

• Efficiency – the report notes that the current system promotes this by funding 

according to a measure of need and then allowing for flexibility for schools to apply the 

funding as they wish. However, it goes on to note that the basis for the measure of need 

(the formula) is unclear due to ad hoc additions and adjustments over time. There are 

some restrictions over funding use and flexibility varies between schools. 

• Fairness – horizontal equity is promoted by formula-based funding, and there is specific 

funding for students from backgrounds of socioeconomic disadvantage which 

promotes vertical equity. However, the report notes that the current system of staffing 

entitlements means that high decile schools can attract the most experienced staff 

without bearing the higher salary cost which works against vertical equity. 

In addition to the concerns the Ministry has identified specific to the funding system, we 

note that the performance of the education system in respect of its relationship to equity has 

been of broader concern in policy circles. 

1.3.2 Concern about the ‘long tail of underachievement’ 
New Zealand is generally considered to have a high quality education system and we have 

traditionally performed strongly in international comparisons. However, over the past 

decade, concerns have arisen regarding New Zealand’s distribution of achievement. The 

New Zealand Treasury has outlined the following areas of concern:5 

• That our overall results are masking a growing proportion of students that are achieving 

poorly (a long tail of underachievement); 

• The socioeconomic background of New Zealand students exerts stronger influence on 

their achievement than in most other OECD countries; and 

• Low attainment is not confined to a few schools serving relatively disadvantaged 

communities, but is widely distributed across schools. 

Additionally, there is particular concern regarding the performance of Māori and Pasifika 

students and whether the system is appropriately calibrated to support the achievement of 

these groups. However, we note that to the extent that ethnicity and socioeconomic status 

                                                      

4  The Ministry of Education, 31 October 2014, ‘Education Report: The school funding system – possibilities 

for reform’. 

5  New Zealand Treasury (2012) Treasury’s Advice on Lifting Student Achievement in New Zealand: Evidence 

Brief. 
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are conflated in the data it is likely that the ethnicity gap in achievement is strongly driven by 

socioeconomic factors.6 

In response to the ‘achievement challenge’7, the government is investing in an initiative 

targeted at improving teaching and leadership across New Zealand’s education system. 

Almost all Ministry of Education interviewees commented that the Ministry was trying to 

focus on improving achievement and outcomes for students in the lowest quartile of 

achievement. 

1.3.3 Investing in Educational Success 
Investing in Educational Success (IES) is a core plank in the government’s education strategy 

designed to lift the quality of teaching and leadership within and across schools. The 

initiative has been established in response to evidence that within schools the quality of 

teaching has the biggest influence on student achievement. Within this programme, 

Communities of Schools (CoS) have been set up around student pathways from primary to 

secondary school in order to share expertise in teaching and learning and provide support. 

Significant resources are being invested in this initiative with $359 million in funding being 

available over the first four years of the programme, and $155 million a year after that. 

1.3.4 The sector is currently in process of change from an 
atomised model towards a more collaborative model 

While there is still a great deal of support for Tomorrow’s Schools, interviewees from both 

the Ministry of Education and school reference sites were keenly aware that recent 

developments, such as IES and CoS, are designed to encourage schools to take a broader 

perspective than just focusing on the students who came through their own gates. Several 

current or former Principals commented specifically on the benefits of developing a more 

structured approach to sharing best practice. In addition, several interviewees commented 

that structures such as CoS might be able to be used as collaborative decision-making bodies, 

with the ability to pool and share resources. However, few interviewees commented on 

whether or how this new focus should flow through to the funding model. 

1.3.5 Education Council 

Additionally, the Government is investing in the quality of teaching and school leadership by 

setting up the Education Council which is a new, independent, professional organisation for 

teachers. It has been tasked with articulating pathways for teachers. The Council’s mandate is 

as follows:8 

The Education Council is mandated to lift the status of the profession, and publicly 

recognise the role quality teaching and educational  leadership contributes to New Zealand. 

The quality of teaching and educational leadership has the biggest ef fect on raising student 

                                                      

6  Bali Haque (2014) Changing our Secondary Schools, New Zealand Council for Education Research, NZCER 

Press. 

7  http://www.education.govt.nz/assets/Documents/Ministry/Investing-in-Educational-

Success/BackroundPolicyDocuments/3-New-Zealands-Achievement-Story-The-Evidence-Base.pdf. 

8  http://www.educationcouncil.org.nz/content/about-education-council. 

http://www.education.govt.nz/assets/Documents/Ministry/Investing-in-Educational-Success/BackroundPolicyDocuments/3-New-Zealands-Achievement-Story-The-Evidence-Base.pdf
http://www.education.govt.nz/assets/Documents/Ministry/Investing-in-Educational-Success/BackroundPolicyDocuments/3-New-Zealands-Achievement-Story-The-Evidence-Base.pdf
http://www.educationcouncil.org.nz/content/about-education-council
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achievement. It's essential that teachers and education leaders have a 21st Century 

professional body to support them in th eir critical roles.  

The new body will support system changes to improve the quality of teaching and educational 

leadership and it will have the needs of children and young people and the public interest at 

its heart. 

1.3.6 Better Public Services: Boosting skills and 
employment 

Addressing the achievement gap also links into the broader Government policy goals:9 

Success in education is essential to the Government's goal of building a productive and 

competitive economy. It also helps New Zealanders develop the skill s needed to reach their 

full potential and contribute to the economy and society.  

A Level 2 qualification gives  people opportunities in terms of further education, 

employment, health outcomes and a better quality of l ife.  

Better Public Services (BPS) Result 5 is to increase the proportion of 18 year olds with 

NCEA Level 2 or equivalent qualification. The Government’s target is for 85 percent of 18 

year olds will have achieved NCEA Level 2 or an equivalent qualification in 2017. As at 

2011, 74.3 percent of 18 year olds had NCEA level 2. By 2014, this had increased by 6.9 

percent to 81.2 percent.10 

                                                      

9  http://www.ssc.govt.nz/bps-boosting-skills-employment. 

10  http://www.ssc.govt.nz/bps-boosting-skills-employment. 

http://www.ssc.govt.nz/bps-boosting-skills-employment
http://www.ssc.govt.nz/bps-boosting-skills-employment
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2. The economics of  schooling 

This section provides an overview of some of the economics discourse as it relates to 

education and, in particular, the provision of schooling. Rather than being a full review of 

the literature, we take a narrow and magnified view of the major debate and subsequent 

characterisation of education. We outline the paradigm shift from an initial focus on the 

outcomes of schooling/education (i.e. individual investment in education as an investment in 

their future) to a more detailed look at what happens within schools to bring about changes 

in the individual student (i.e. schools as a “production function”). Necessarily, we use 

economics terms in this section. 

As with all economic considerations, attention is given to allocation of scarce resources and, 

consequently, notions of efficiency. By necessity, much of the material presented originates 

in the United States. However, once the basic premises are articulated, we look to the New 

Zealand studies that have been undertaken for key insights. The intention of the section is to 

provide the relevant context within which our assessment takes place, as well as contributing 

to the organisation of our thinking. 

2.1 Paradigm shift: from a human capital to 
production function model 

The discussion of the economics of education invariably starts with reference to the human 

capital model, popularised by the work of Schultz (1961) and Becker (1964). Human capital 

refers to the skills and productive capacity embodied in individuals. Human capital theory 

suggests that a person’s earnings in the labour market are influenced by the level of human 

capital they possess, and that education and training play an important role in attaining that 

level of human capital. Thus, initially, the economic interest in education was primarily from 

the perspective of the impacts of education/schooling on other outcomes such as earnings. 

This can be characterised in terms of the consumption side of education: individuals will 

invest in education (i.e. undertake another year of schooling) up to the point that the 

marginal cost of schooling (which includes the opportunity cost of foregone earnings while 

studying) equals the discounted value of the resulting increment to wages.11 

More recent interest has been focussed on the production side of education: the 

organisation, funding and performance of schools. While labour economics remains highly 

influential in the economic conception of education, supply-side issues around provision 

now appear to dominate. Drawing on insights from labour economics and industrial 

organisation, economists naturally think of education in terms of a production function 

where “…certain factors and influences go in, and products of interest come out. This 

                                                      

11  While the discussion here is focussed at the micro-level, there is a large literature at the macro-level. The 

latter is concerned with country-level economic growth and draws on similar concepts while accounting for 
externalities. The three key specifications are growth accounting (see Solow (1956) and Stevens and Weale 
(2003)); augmented Solow models (see Mankiw, Romer and Weil (1992)); and Endogenous/New Growth 
models (see Lucas (1988)). 
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model, called the production function or “input-output” approach is the model behind much 

of the analysis of the economics of education.”12 

As with many service funding mechanisms, there is an asymmetric information problem – it 

is really only the individual school (and indeed individual teachers) which can know which 

students need exactly what mix of resources to maximise their educational attainment. This 

asymmetry suggests that an effective funding mechanism needs to have an element of 

incentive for schools to make efficient resource allocation decisions. 

A number of key areas of thinking and research have emerged as a result of the paradigm 

change that brought into sharp relief the issue of accountability. The key idea behind 

accountability systems is providing information and incentives so that the people who staff 

schools make better decisions and thereby improve student learning.13 The key areas include: 

• The prominence of efficiency considerations. 

• A need for clarity in definition and measurement of key inputs and outputs. 

• Distinguishing between quality and quantity across a range of dimensions. 

An important factor in the debates around education funding and what matters for student 

achievement is the relative lack of consensus and conflicting conclusions. There is both a 

lack of evidence and disagreement around what the available evidence means. We look 

briefly at some findings at the end of this section, particularly in relation to teacher quality. 

2.1.1 Efficiency in education provision 
Efficiency generally refers to the relationship between inputs and outputs in a production 

process. The process is considered efficient if given inputs produce the maximum output. 

This concept is deceptively simple. In reality, much more complexity is involved and this is 

particularly so for education: 

• The majority of education is provided publicly. Public agencies do not face the same 

incentives as private parties to move toward efficient provision. For instance, very few 

school personnel face rewards (or punishment) based on student outcomes, reducing 

the incentive for performance in that respect. 

• Additionally, in general, there is a paucity of information on school efficiency. This may 

reflect the difficulty in measurement of school efficiency, but may also reflect relative 

preferences and priorities. Whatever the reason, this lack of information limits the 

potential for parents and caregivers to exert pressure to use resources more efficiently – 

either through local processes or through movement towards areas/schools where 

resources are used more efficiently.14 

The lack of incentives on schools to seek efficiency as a means of school improvement led to 

a degree of focus on how to strengthen incentives. Competition was seen as an effective 

means of changing incentives. The classic argument for competition comes from Friedman 

                                                      

12  Hanushek E (2015) “Economics of Education” in Wright J (ed.) International Encyclopaedia of the 

Behavioural and Social Sciences, 2nd edition, pp.4201-4208. Oxford Elsevier. 

13  Hanushek E and C Hoxby (2005) “Developing Value Added Measures for Teachers and Schools.” In Koret 

Task Force, Reforming Education in Arkansas. 2005. Hoover Institution Press. 

14  The latter refers to the so-called “Tiebout hypothesis” where people essentially vote with their feet when 

faced with sub-optimal provision of local services. 
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(1962) with his claims for vouchers. The well-known arguments centre on choice (i.e. 

consumer sovereignty acting as an incentive for better provision). The suggestion is that 

separating the finance of schooling from the production of schooling by allowing students to 

choose the school they attend would improve individual satisfaction with the outcomes. 

Within the United States, this approach has been vigorously debated, but few examples of 

implementation have occurred. 

From a practical perspective, the major implication of a rise in emphasis on school efficiency 

is a focus on what happens within schools rather than what happens to or for schools (i.e. 

what schools do with resources is at least as important as the quantum of resources they 

receive). From an economics perspective, efficiency is often expressed in terms of: 

• Productive (or technical) efficiency – essentially least-cost production; 

• Allocative efficiency – resources are devoted to their highest value use, meaning that the 

demand-side of the education equation (i.e. preferences) is relevant; and 

• Dynamic efficiency – relates to efficiency over time (i.e. how adaptable and innovative 

processes are across multiple time periods and in response to technological changes). 

The overall economic concept of efficiency means, therefore, that gains are not solely 

concerned with “value for money” or cost effectiveness as such, but rather with how 

resources are allocated to maximise welfare subject to constraints on the amount of 

resources available for use. It is this conception that has effectively “opened up” the system 

of education funding and exposed particular components to greater scrutiny. 

2.1.2 Education inputs and outputs 
Outputs (sometimes referred to as outcomes) have conventionally been expressed in terms 

of attainment, or more simply years of schooling. 

As indicated above, the value of school attainment as a rough measure of individual skill has 

been verified by a wide variety of studies of labour market outcomes. The difficulties with 

this approach were identified by Hanushek in various papers. It assumes that a year of 

schooling produces the same amount of student achievement over time and in every country. 

By failing to account for what happens in schools, the measure does not provide a complete 

representation of outcomes. Rather than time in school, individual cognitive achievement is 

seen as a more useful driver (and predictor) of outcomes. 

Education works continuously and is cumulative (so as a good it is very different from 

health, in most circumstances). John Hattie’s concept is of delivering one year’s worth of 

improved attainment in one year. If you deliver only half a year’s worth of improved 

attainment in a year, then you have to achieve one and a half years’ worth the following year 

in order to catch up with where you should be. So educational achievement is cumulative 

over time from the perspective of an individual student. The nature of the inequity in 

educational performance appears to set in after a couple of years – the tail of low 

achievement is not a huge difference in the first two to three years of primary school, but 

emerges after that, albeit there are also issues around school readiness for some student 

groups. 

As outcomes cannot be achieved by fiat, much policy attention naturally focuses on inputs – 

particularly those perceived to be relevant for policy, such as school resources or certain 

characteristics of teachers. Analysis of the role of school resources in determining 
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achievement begins with the Coleman Report, the US government’s monumental study on 

educational opportunity released in 1966 (Coleman et al., 1966). While controversial, the 

study’s greatest contribution was directing attention to the distribution of student 

performance – the outputs as opposed to various school inputs, such as spending per pupil 

or teacher qualities (Bowles and Levin, 1968; Hanushek and Kain, 1972). 

A wide range of inputs has been studied, grouped broadly into the following categories: 

• Classroom resources: teacher-pupil ratio; teacher education; teacher experience. 

• Financial measures: teacher salary; expenditure per pupil. 

• Other: facilities; teacher test scores; administration. 

Hanushek (1997) reviewed 377 attempts at estimating production functions, covered in 90 

separate studies. He found: 

• Only nine percent of studies on teacher education and 14 percent on teacher-pupil 

ratios found a positive and statistically significant relationship between these factors and 

student performance. 

• Around 29 percent of studies found a positive correlation between teacher experience 

and student performance (i.e. 71 percent were either negative or statistically 

insignificant). 

• Per pupil expenditure has been the most studied factor (277 estimates), but only 27 

percent of studies showed a positive and significant effect. 

• Teacher test scores was the least studied factor (41 estimates), and had the highest 

percentage of positive, statistically significant estimates, at 37 percent. 

In summary, strong positive effects in support of the notion that simply providing higher 

teacher salaries or greater overall spending will lead to better student performance have 

proved elusive. There is also little empirical support for the idea that teacher experience is 

correlated with student performance. 

There is an asymmetric information problem in this area in that teacher quality is 

important, but notoriously difficult to observe. As with many professional roles, 

performance tends to be best observed by colleagues, unless it is at the extremes of brilliance 

or negligence. Where activities have output and outcomes which are difficult to observe, 

some have suggested (James Q Wilson) that focus needs to be on high quality inputs, for 

example the Finnish approach of high standards training and input into teaching roles. 

Additionally, there is an attribution problem in that educational outcomes are influenced 

by non-education system factors more than by education system factors, although the 

education system factor which seems to matter the most is the quality of the teacher. 

2.1.3 Quality versus quantity 
The discussion above only touched on very limited aspects of quality, and hence may have 

given the impression that teachers and schools do not matter for student performance (by 

implication family and peers are the key determinants). However, evidence strongly suggests 

that this is not the case. High-quality teachers are ones who consistently obtain higher than 

expected gains in student performance, while low quality teachers are ones who consistently 

obtain lower than expected gains. 
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Like many aspects of the education debate, measurement issues plague accurate assessments 

of quality. It is exceptionally difficult to improve something if it is not able to be adequately 

and accurately measured. Critical to quality measurement is the extent to which relevant 

factors are observable. As outlined above, years of experience, teacher test scores and 

qualifications are the major observable factors. Less observable factors include attitude, 

empathy, warmth, and passion. 

2.2 Value-added models 

What is the difference between “pay-for-performance” and “value-added” models? 

“Pay-for-performance” models, as the name suggests, involves paying a person based on 
their performance. In an education context, it might be a payment to a principal, teacher, 
or group of teachers. The payment could be based on subjective or objective measures of 
performance. Objective measures could be based on absolute achievement levels, relative 
achievement levels, or “value-added” achievement levels. 

By contrast, “value-added” models in an education context would involve comparing a 
“before” and “after” level of student achievement, adjusting for known predictors of 
achievement, and then providing some form of reward or benefit to either a person or an 
organisation. Crucially, these models do not necessarily involve a payment to an 
individual. 

Value-added models are an attempt to measure individual teacher’s contributions to student 

achievement, through whatever means. In short, value-added models look to isolate the 

effect of a particular teacher at a particular time by controlling for the attributes that a 

student brings with them to the period under study (e.g. home background, mental 

engagement, innate ability). For instance, test scores for a particular teacher’s students are 

compared to those same students in the previous year as well as to those of students with 

other teachers in the same grade.15 

The key to using value-added measures as an assessment tool is that consequences attach to 

the assessment. Most often this takes the form of bonuses (or non-monetary awards such as 

less contact time) for positive value-added achievement, and at the extreme of the other end, 

laying off teachers with poor value-added results. 

Financially penalising poor performance at the school level effectively ends up doubly 

penalising the communities who are getting poor performance from their schools – it will 

risk taking resource away from those who need it most and mean that those schools are only 

likely to be able to attract the worst teachers and managers, resulting in a spiral downwards 

in performance. 

Hanushek and Hoxby (2005) claim that research on teachers’ and schools’ value-added 

provide a number of lessons, two of which are especially important: 

                                                      

15  Institute of Research on Poverty (2012) “Value-added Measures of Teachers: Research and Policy.” Focus, vol. 29 

(2), Winter, pp.21-26. 
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• First, assessments of value-added must take students’ initial knowledge into account. 

Teachers should not be penalised for having students who start behind; nor should they 

be rewarded for having students who start ahead. Essentially, attention should focus on 

annual gains in student achievement. By comparing students’ scores when they enter a 

classroom to their scores at the end of the school year, allowance is made for 

differences in students’ starting knowledge and abilities. 

• As a corollary of this first point, it is easiest to compute value-added when students are 

tested every year, in every grade. A jurisdiction that intends to make value-added 

computations may want to test more grades and more subjects than it is required to test. 

Also, they should ensure that its test-maker provides scale scores (scores designed to 

facilitate computing the improvement in a student’s achievement) and not merely 

proficiency levels. 

• Second, a student’s score on any one test is an imperfect measure of his or her 

achievement. A student’s measured achievement will fluctuate somewhat depending on 

the specific test and test-taking circumstances (such as whether the student has a cold 

on the day of the test). This fluctuation is known as measurement error. Measurement 

error on individual students’ tests averages out when numerous students associated with 

a teacher are observed: some students might be having bad days, but others will be 

having good days. Measurement error can also affect a whole cohort of students (all the 

students in a particular grade in a particular year). For instance, the whole cohort of 

third-graders in a school may have colds on a particular testing day. However, if we look 

over a few years, it is unlikely that all the cohorts have colds. 

2.2.1 Multiple measurements are needed 
In short, it is useful to have multiple years of data for a teacher before consequences are 

attached to the value-added computed for that teacher. A reasonable rule appears to be that a 

state needs a minimum of three annual observations for a teacher before their value-added 

measure triggers rewards or other incentives. Fewer observations can be used for preliminary 

information that could be shared with teachers for their self-assessment. More observations 

will be needed for a teacher who has relatively few students in his or her class in each year. 

Hanushek and Hoxby (2005) emphasise that value-added (and hence quality) can be based 

on outcomes other than test scores, so long as they are annual and measured in absolute 

terms. For instance, a teacher’s contribution to regular attendance or to (a lack of) 

disciplinary infractions can be computed and used as a measure of value-added. 

The issues related to measurement error also apply to computation of schools’ value-added.16 

In particular, several years of data from a school that enrols only a small number of students 

are needed before its value-added can be computed with confidence. 

2.2.2 Measures may not be unbiased 

Debate around the use of value-added models extends further than just the potential for 

measurement error. Given students are very rarely (if ever) assigned to teachers randomly, 

                                                      

16  Kaine T and D Staiger (2002) “Volatility in School Test Scores: Implications for Test-Based Accountability 

Systems.” in Brookings Papers on Education Policy 2002, ed. Diane Ravitch Washington, D.C., pp.235–69. 
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estimates may not be unbiased. Do differences in test score gains across teachers capture 

causal effects, or are they instead driven by sorting? In addition, there are concerns over the 

long-term effects of teachers (i.e. the “outcomes” of teaching and education, as opposed to 

the outputs). Do teachers who raise test scores also improve students’ long-term outcomes 

or are they simply better at teaching to the test?17 

2.2.3 Schools need to establish their own game plans 

In his most recent summary paper, Hanushek (2015) concludes that the existing research 

suggests inefficiency in the provision of schooling. It does not indicate that schools do not 

matter. Nor does it indicate that money and resources never impact achievement. The 

accumulated research simply says there is no clear, systematic relationship between resources 

and student outcomes. 

The main conclusion of this body of research is that policy decisions should not focus on 

school resources, because the impact of resources on student achievement is unknown at 

this time. The policy solution seems to be to establish incentives—rewards or consequences 

related to student outcomes—and then to permit local schools to develop their own game 

plans for meeting these goals. He claims that while a wide variety of incentives have been 

proposed (e.g. vouchers, merit pay, or contracting out), most have not been implemented or 

analysed sufficiently to determine their efficacy. 

2.3 A look at some evidence and counter 
arguments 

While largely concerned with general themes, the empirical material above exclusively relates 

to the United States (US). The US system differs from the New Zealand system in material 

ways, particularly in respect of the governance of delivery, where schools are arranged in 

Districts with non-homogeneous State authorities having a significant role in key choice 

areas (i.e. hiring and firing). 

Despite these differences suggesting caution around inferring too much for the New Zealand 

education system, it is clear that there is some awareness in New Zealand of the thinking that 

has driven change in the US. For instance, the Treasury has been associated with education 

and policy documents that advocate competition, choice, business-style management, 

curriculum standardisation, “value-added” assessment of teacher effectiveness, and 

performance pay. 18 These suggested policy positions have been critiqued directly (Education 

Policy Response Group, 2013) and indirectly (Hattie, 2015).19 The former argues that many 

of the claims made by Treasury are unsubstantiated – either because they are disproven by 

the evidence (e.g. the “long-tail” of underachievement, and the ability of New Zealand 

                                                      

17  This point highlights that while achievement may be measured at discrete points in time, the educational 

process is cumulative; inputs applied sometime in the past affect students’ current levels of achievement. 

18  Treasury (2011) “Compulsory Schooling: Possible Future Directions.” Cited in Education Policy Response Group 

(2013) “The Assessment of Teacher Quality: An Investigation into Current Issues in Evaluating and Rewarding Teachers.” 

 Treasury (2012) “Treasury’s Advice on Lifting Student Achievement in New Zealand: Evidence Brief.” 
http://www.treasury.govt.nz/publications/media-speeches/speeches/economicleadership/sanz-evidence-
mar12.pdf. 

19  Hattie J (2015) “What Doesn’t Work in Education: the Politics of Distraction.” Pearson Open Learning, London. 

http://www.treasury.govt.nz/publications/media-speeches/speeches/economicleadership/sanz-evidence-mar12.pdf
http://www.treasury.govt.nz/publications/media-speeches/speeches/economicleadership/sanz-evidence-mar12.pdf
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teachers to remedy socioeconomic disadvantage) or because of measurement errors (e.g. 

teacher quality, performance pay, and “value-added” estimation). Thus, like the situation 

overseas, consensus in New Zealand around “what works” and “what doesn’t work” in 

education remains elusive. 

The purpose of this work is not necessarily to find answers to the question of what works. 

Rather, it is concerned with estimating what it costs to make the system work, a subject that 

is intimately related to some of the concepts and ideas mentioned immediately above. 

Indeed, both sides of the debate seem to agree that money/resource by itself is not likely to 

produce a positive outcome. As Hattie (2015) notes: 20 

“…in most western countries it is hard to find evidence t hat more money makes much of a 

difference: above a certain level of funding, there is little relation between more money and 

improved achievement.”  

He goes on to state:21 

“It is a common plea for more money to be added into the education system, but there i s less 

of a plea to account for the ef ficiency or effect iveness of how the money is to be spent  to 

improve education outcomes”  

and: 

“It is not the amount of money spent that is important but how it is spent and how the 

programme logic of investing more the n leads to enhanced student outcomes not enhanced 

adult satisfaction. The question ‘How to spend money more effect ively?’ should be the key 

issue” 

The empirical evidence in New Zealand is relatively thin. The major relevant studies we were 

able to source each used Data Envelopment Analysis (DEA) to estimate the efficiency of 

secondary schools in New Zealand. The results of the studies and their construction are 

equally important for our purposes. That is, as well as looking to the conclusions for insights 

around how efficiency differs across schools, we are also interested in what measures are 

used for the inputs and outputs under study. 

2.3.1 Harrison and Rouse “Measuring the Performance 
of Auckland Secondary Schools: A Pilot Study using 
DEA.”22 

What: This paper is an exploratory examination of data related to Auckland secondary 

schools to assess their relative performance. 

How: The paper used data envelopment analysis (DEA) which is a non-parametric linear 

programming technique that looks to identify the most efficient units from a sample of units 

with similar attributes. An efficient frontier is created by looking at the inputs consumed and 

outputs produced. Separate production models are used to measure the: 

                                                      

20  Ibid, p.25. 

21  Ibid. 

22  Available at: http://orsnz.org.nz/conf37/Papers/Rouse.pdf. 

http://orsnz.org.nz/conf37/Papers/Rouse.pdf
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• Efficiency of resource management (Model 1) – how well resources are matched to 

volumes, as reflected in school rolls. 

• Effectiveness of education provision (Model 2) – performance in terms of educational 

outcomes or achievement. 

Both models are extended by including the capital value of school land and buildings as an 

input, with further restrictions applied to the weightings for the land input. In addition, 

constant returns to scale and variable returns to scale alternatives were included, meaning 

that in essence 12 model variants are estimated. 

The data used is for 69 schools (52 state schools and 17 state integrated schools) in a single 

year (1994) and sourced from Ministry of Education published statistics. Private sources of 

funds were excluded. 

Inputs and outputs: 

Model 1: Resource consumption 

Input Measures: 

1. The total government funding of teacher salaries for each school. 

2. The total government funding for school operations. This amount excludes the funds in 

relation to teacher salaries. 

3. The latest government valuation of each school’s land and buildings. These valuations 

may be up to three years old and are only available for state schools. 

Output Measure: 

1. The total headcount roll of the school as at 1 July 1994. 

Model 2: Educational attainment 

Input Measures: 

1. The total government funding of teacher salaries per student for each school. 

2. The total government funding for school operations per student. This amount excludes 

the funds in relation to teacher salaries. 

3. The latest government valuation of each school’s land and buildings per student. 

Output Measures: 

1. The percentage of all School Certificate papers sat in 1994 graded either A or B. 

2. The number of School Certificate candidates in 1994 divided by the number of Form 3 

students at the school two years earlier in 1992 expressed as a percentage. This variable 

provides a measure of the examination participation rates at each school. 

3. The percentage of University Bursary/Entrance or Scholarship papers sat in 1994 

graded either S (Scholarship pass), A or B. 
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4. The percentage of school leavers (excluding students who have left to attend another 

school, foreign fee paying students, overseas students studying under MFAT 

scholarships, adult or deceased students) who left with a Form 7 qualification. A Form 

7 qualification is defined as a University Bursary, Scholarship, Entrance Qualification 

from University Bursary or Higher School Certificate. 

5. One minus the percentage of school leavers (as defined in 4 above) who left with no 

formal qualification. This variable provides a measure of the percentage of students 

who left school with a formal qualification. 

Results 
The major results can be summarised as follows: 

• Model 1 efficiency scores (measuring consumption of resources) were higher with less 

variability than the model 2 scores (measuring educational outcomes). This result 

suggests there is greater control over resource allocation than over the quality of 

educational outcomes. 

• School size appears to affect performance. Differences in scale efficiency between 

models 1 and 2 suggest that differences in size have relatively little impact on cost 

control (model 1), but much greater impact on quality control (model 2). This could be 

due to: 

 Lack of specialist teachers, facilities and course offerings in small schools; 

 Large schools could have higher school leaving rates for students leaving with no 

qualifications; and 

 Large schools may concentrate resources at extreme ends and neglect their middle 

students. 

• The most productive size for the school roll is between 700 and 1,500. 

• There is little difference between state and integrated schools in relation to cost control, 

but there is much more variation on the educational attainment measure. This suggests 

there is less variance in the quality of educational outcomes for integrated schools than 

for state schools. 

• Both cost control and educational attainment are positively and statistically significantly 

related to the decile rating of schools. 

1.1.2 Alexander, Haug and Jaforullah (2007) “A two-stage 
double-bootstrap data envelopment analysis of 
efficiency differences of New Zealand secondary 
schools.”23 

What: This paper analyses the efficiency of New Zealand secondary schools. 

How: The paper used a two-stage process, beginning with DEA and then using those 

efficiency scores in a regression analysis to determine the influence of environmental 

                                                      

23  University of Otago Economics Discussion papers, no.0714, November. 
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variables (i.e. those factors outside the direct control of schools). A double bootstrap method 

(i.e. a statistical method relying on resampling to derive properties of an estimator) is 

employed to overcome inconsistency and serial correlation issues that would plague the 

regression when using DEA-sourced efficiency measures as the dependent variable in 

regression analysis. 

The data used is for 324 schools across a number of years, but focused mainly on the 2001 

year, sourced from the census of schools that the Ministry carries out each year. In addition, 

two summary measures captured from a 2001 year teacher census cover teacher experience 

and subject-specific qualifications. 

Inputs and outputs 
DEA Input Measures: 

1. Number of full-time equivalent teachers. 

2. Number of teacher aides. 

3. Year 13 student roll. 

4. Year 12 student roll. 

5. Year 11 student roll. 

6. Number of students in other years. 

7. Administration expenses ($NZ). 

8. Expenditure on learning resources ($NZ). 

9. Depreciation expenses ($NZ). 

10. Expenditure for raising local funds ($NZ). 

11. Property management expenses ($NZ). 

DEA Output Measures: 

1. Number of students passing bursary with minimum 4C or better grade. 

2. Sum of marks of students passing school certificate examination. 

3. Number of students leaving school with a 6th form certificate. 

Variables used in regression stage: 

1. Socioeconomic status (SES) index. 

2. School size. 

3. School size squared. 

4. Percentage of teachers with five or more years of teaching experience. 

5. Percentage of teachers teaching core subjects with at least 2nd year university 

qualifications. 
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6. State-owned school (dummy variable taking on the value of 1 if state school, zero 

otherwise). 

7. Composite school (years 1-13, dummy variable- value is 1 if years 1-13, zero otherwise). 

8. Secondary school (years 7-13, dummy variable- value is 1 if years 7-13, zero otherwise). 

9. Secondary urban school (dummy variable, with main urban being default/zero value). 

10. Minor urban school (dummy variable, with main urban being default/zero value). 

11. Rural school (dummy variable, with main urban being default/zero value). 

12. Boys’ school (dummy variable, with co-ed being default/zero value). 

13. Girls’ school (dummy variable, with co-ed being default/zero value). 

Results 
The major results can be summarised as follows: 

• The mean efficiency score was 0.7377, while the lowest score was 0.2134, and 

approximately 12 percent (39 of the 325 schools) are 100 percent efficient. 

• Single-sex schools appear to out-rank co-educational schools: integrated girls’ schools 

(86 percent mean efficiency) ranked highest, followed by state boys’ schools (82 

percent), state girls’ schools (81 percent), integrated boys’ schools (80 percent), 

integrated co-ed schools (73 percent) and state co-ed schools(70 percent). 

• Regression analysis indicates that, all else equal, integrated schools are eight percentage 

points more efficient than their state counterparts. 

• Traditional year 9-13 secondary schools are more efficient that year7-13 schools by 

about five percentage points, all else equal. 

• There is no significant difference in efficiency between year 1-13 and year 9-13 schools. 

• Girls’ schools are, all else equal, more efficient that co-educational schools by almost 

seven percentage points. 

• Boys’ schools are about 4.6 percentage points more efficient that co-educational 

schools, all else equal. 

• There is no statistically significant difference in efficiency between schools in Secondary 

and Main Urban areas. However, schools in Minor Urban locations and Rural locations 

are almost seven percentage points and more than 11 percentage points more efficient, 

respectively, than those in Main Urban Areas. 

• Holding all other variables constant, a one point rise in the socioeconomic status 

variable (which represents a decrease in socioeconomic status index) lowers efficiency 

by about 0.05 percentage points. 

• The evidence in support of scale economies is minimal. An increase in school roll by 

the average class size (of 30 students) results in an efficiency increase of only about two 

thirds of a percentage point. There is no evidence of diseconomies of scale (i.e. the sign 

on the roll-squared coefficient is negative, but not statistically significant). 

• Each one percent rise in the percentage of teachers with five or more years’ experience 

raises efficiency by 0.719 percentage points. 
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• Each one percent rise in the proportion of qualified teachers in a school raises 

efficiency by 0.184 percentage points. 

The authors are cautious about drawing too many policy implications from this work. In 

particular, they highlight the need to better understand the factors underlying the statistical 

findings (e.g. management practices at integrated or single-sex schools relative to their state 

and co-ed equivalents). The finding that teacher experience and qualifications are both 

positively related to efficiency is also interesting and at odds with the U.S. studies highlighted 

above. The authors state that due to New Zealand schools being comparatively small, 

schools can concentrate on growing school rolls (and reaping an efficiency dividend in the 

process), without being too concerned with diseconomies of scale. 

In addition, the authors point out the essential difficulty interpreting the results in relation to 

the socioeconomic status variable. On the face of it, the findings would suggest a policy of 

preferential funding for poorer schools. However, given that a low efficiency score could 

come about as a result of high inputs or low output values, a school with a low efficiency 

score could have that score improved by the removal (or reduction) of the preferential 

funding, provided there is no negative impact on school outputs. 

This overall ambiguity is at the heart of the caution about making policy based on the results 

of this study. The concern is that additional funding for disadvantage perpetuates school 

inefficiency. The authors sum up as follows: “[T]he most we can say with certainty is that SES 

affects outcomes but differential funding programmes to address disadvantage need to be carefully assessed for 

effectiveness.” 

1.1.2 Jaforullah (2010) “Productivity Change in New 
Zealand Secondary Schools.”24 

What: This paper assesses whether government policies between 1997 and 2001 helped 

secondary schools to improve their productivity performance. 

How: Total Factor Productivity (TFP), as opposed to a partial productivity measure such as 

labour productivity, was measured by the construction of a Malmquist productivity index, 

which relates inputs to outputs over a particular period of time. A key factor in the 

calculation was an efficiency score calculated using DEA. The change in productivity in a 

time period is decomposed into efficiency change (i.e. “catching up” to the frontier) and 

technical change (i.e. innovation or a shift in the frontier) components. 

Inputs and outputs 
A total of 12 variables were used: three output variables, seven input variables and two 

environmental variables. 

Input variables: 

• Number of pupils in year 13. 

• Number of pupils in year 12. 

• Number of pupils in year 11. 

                                                      

24  Journal of New Business Ideas and Trends, 8 (2), pp.14-26. 
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• Number of pupils in other years. 

• Teachers’ salaries. 

• Administrative expenses. 

• Expenditure on learning resources. 

Output variables: 

• Sum of marks of students who sat school certificate examinations. 

• The number of year 12 students gaining a sixth-form certificate qualification. 

• The number of students gaining four C’s or better in University Bursary. 

Environmental variables: 

• An isolation index (which measures the distance from population centres of certain 

size) – the higher the value of the index the more isolated the school. 

• A socioeconomic status (SES) indicator. 

Results 
The main finding highlighted by this study was the significant variation in productivity 

performance across schools. This is true for individual years as well as across the study 

period. The composition of the set of fully efficient schools changed from year-to-year as did 

the rankings of individual schools. Specific results are that: 

• Between 1997 and 2001, secondary schools on average experienced a slight 

deterioration in TFP of about one percent per annum. 

• The key driver of the deterioration was technical change, as there was no deterioration 

in the efficiency with which they utilised resources, on average. 

• 113 out of 333 schools did not suffer any deterioration in their TFP (and some 

improved their performance); those 113 schools experienced on average a 4.6 percent 

per annum improvement in their TFP, while the remaining 220 schools experienced 

deterioration, on average (i.e. some years their performance improved, but overall the 

result was negative). 

• State schools did better at improving their TFP than Integrated schools (i.e. 86 percent 

of the 113 schools whose performance improved or at least stayed the same were State 

schools, whereas State schools only made up 81 percent of the sample). 

• Co-educational schools were more successful on average in improving TFP than single 

schools (i.e. 85 percent of the 113 schools whose performance improved or at least 

stayed the same were co-ed schools, whereas co-ed schools only made up 73 percent of 

the sample). 

• Schools at the lower end of the efficiency distribution improved their efficiency from 

60.8 percent to 71 percent across the study period. 

1.2 Summary 
Despite representing only a glimpse into the relevant debates, this overview highlights three 

salient points: 
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• The first is that assessing the costs of producing educational outputs is fraught. 

Significant complexity, lack of sufficient data (particularly consistent time series data), 

potential for measurement error, and conflicting or ambiguous findings appear likely to 

plague such endeavours. 

• Despite this, the second observation is that assessment and measurement of costs 

(proxied by inputs) and how they relate to outputs is both necessary and useful for 

policy analysis. The insights from such analyses may be contested and universal truths 

may prove elusive, but relative to the claims and counter-claims that occur without such 

studies, the payoff to society could be profound. It is for this reason that a paradigm 

shift has occurred from a “more is better” resource-level model to one more driven by 

resource-utilisation. Value-added, efficiency and productivity concepts underpin this 

approach. Determining exactly what schools are producing (i.e. what is their role) is an 

important first step. 

• Finally, economic understanding continues to develop generally and specifically in terms 

of education. Empirical techniques that are able to produce robust insights and control 

for many of the confounding influences that have stymied estimation approaches in the 

past are feasible. There is no escaping the fact that schools are complex and education 

occurs in an interlinked system. However, the underlying incentives, motivations and 

rewards that underpin economic analysis of other policy areas remain relevant to 

education and may even intensify in their importance. 
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2. The cost of  failure 

2.1.1 The Investment Approach 

In 2011, the government adopted from the Accident Compensation Corporation via the 

Welfare Working Group a programme of actuarially estimating the cost of someone staying 

long-term on a benefit and using that as the basis for defining the return from investing in 

action that deflected that person from a benefit into long-term work. 

The Investment Approach is at the heart of the recent reforms to reduce welfare 

dependency. The Investment Approach uses actuarial tools to estimate the long-term costs 

(“forward liability”) to the welfare system of groups within the system. Estimates of the 

forward liability value total current and future fiscal welfare costs, with a discount rate 

applied. The current client liability comprises ‘all future lifetime costs of benefit payments 

and associated expenses for working-age clients who received a benefit in the 12 months up 

to and including the effective date of the valuation’. 

Estimating the forward liability for different groups highlights those that are likely to incur 

substantial costs, either because they are likely to be on a benefit for a long time, or because 

they are likely to be on and off benefits regularly over their lives. New services and responses 

for these groups can be trialled and tested, with the aim of reducing the long-term welfare 

liability. 

An Investment Approach to Education would calculate the forward liability of those likely to 

not achieve a particular outcome (for example, this might relate to students who did not 

achieve NCEA Level 1, or NCEA Level 2, or who left school without a qualification), it 

would identify those at risk of this outcome, and it would aim to target investment at factors 

shown to improve outcomes in order to, ultimately, reduce the forward liability of this 

group. However, this approach requires good data and the application of professional 

judgement in order to accurately target investment. As we explore below, the data and 

evidence, particularly in relation to the nature of the relationship between individual factors 

and the risk of failure, could benefit from further development. 

2.1.2 Identifying those at risk of failure 

Predictive risk modelling 
The Ministry of Education has recently conducted risk prediction analysis, examining 

relationships at two levels: 

• Relationships between early childhood factors and achievement of NCEA Level Two. 

• Relationships between educational attainment and subsequent time out of the 

workforce, as a measure of lost productivity. 

The first level of analysis, examining predictors of educational attainment, was relatively 

advanced and managed to establish relationships between a number of early childhood and 

family factors and achievement of NCEA Level Two. The predictive power of the models 

was moderate at the individual level. 
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This second stage of modelling was not completed, nevertheless the initial analytical work 

established a model which was robust, but had poor predictive power at the individual family 

level. 

Additionally, a recent study by the Treasury using the Ministry of Social Development’s 

Integrated Child Dataset (ICD) investigated the characteristics of children at risk of poor 

outcomes as young adults, their patterns of contact with government social service agencies, 

and some of the costs associated with those services.25 The factors studied were: 

• Percentage of time supported by a benefit before age 5. 

• Level of contact with CYF before age 5. 

• Caregiver has a Corrections history before child is aged 5. 

• Caregiver has a custodial history before child is aged 5. 

The study found, for example, that outcomes for children who were ever placed in CYF care 

before age 18 (around 2.4 per cent of children in the 1990/91 birth cohort) were 

considerably worse than those of other children. These children were two times as likely to 

have failed to gain NCEA level 2 by age 21 (77.7 percent compared to 36.3 percent of 

children overall). Furthermore, through the use of data matching, the Treasury attempted to 

estimate future outcomes and costs up to age 36 for the 1990/91 birth cohort. We note that 

the findings of this study have come with a range of caveats around the data used and that 

the authors have recommended that the findings be treated as preliminary due to the early 

stage of this research. 

There is much potential to develop these technical approaches further. Specifically, the 

opportunities are: 

• To undertake data linkage with a wide range of information from across government, 

which is becoming increasingly feasible with new approaches such as the Integrated 

Data Infrastructure. 

• To undertake actuarial estimates of the future economic cost of lost productivity due to 

low educational attainment (and of the potential economic gain to be made from 

investment in education). 

• If more robust models can be developed, to identify particular families at risk of poor 

future outcomes where educational investment should be prioritised. 

Predictive modelling of this kind is not an all-or-nothing technical answer to the problems of 

targeting investment. Educational and social work professionals exercise their judgement to 

find families at risk of poor social outcomes, and should continue to do so. The outputs of 

predictive risk modelling at the individual level can appropriately be considered as a useful 

additional piece of information to assist professionals in their judgements about where 

various kinds of social investment is needed at the individual level. 

                                                      

25  http://www.treasury.govt.nz/publications/research-policy/ap/2015/15-01. 

http://www.treasury.govt.nz/publications/research-policy/ap/2015/15-01
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2.1.3 Outcomes and costs 
Understanding the cost of failure, and in particular, calculating the costs of failure is also a 

stream of research that would benefit from further development in a local context. This 

section provides an overview of the information and measures currently available in this area. 

Higher education achievement is associated with a lower average 
liability 
The following chart shows the average liability by ethnic group based on region and 

education level. We note, however, that the data collection of ethnicity and education level at 

the time of benefit grant is self-declared and there is the possibility that this can cause some 

bias in the results.26 

Figure 1 Average liability by highest level of education 

 
Source: Ministry of Social Development (2013) ‘Work and income 2013 Benefit System Performance Report for the 
year ended 30 June 2013’. 

Figure 1 above shows that educational attainment and forward liability are correlated. It is 

important to note that this does not mean that the relationship is causative. It also indicates 

that Māori remain the most vulnerable to long-term benefit dependency, regardless of their 

level of education, although higher levels of education do significantly reduce the risk. 

The above figures only give an indication of the cost of failure in relation to forward welfare 

liability. This does not include relevant costs in other areas such as costs to the justice and 

health systems that are associated with education failure. These wider costs are explored 

below. 

Education attainment and outcomes 
The association between lower rates of educational attainment and higher rates of average 

liability is supported by a range of studies and measures finding that individuals with higher 

                                                      

26  MSD recommended in their report that in future a link to education data from the Ministry of Education be 

provided to help better information the valuation and to better understand the correlations between 
education and benefit dependency. 
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levels of education tend to have higher incomes, a lower risk of unemployment, and do 

better on a range of other outcomes. 

Figure 2 Educational attainment and unemployment rate average over 2013 

 
Source: Statistics New Zealand (Household Labour Force Survey) cited in: New Zealand Treasury (2014) Holding on 
and letting go: Opportunities and challenges for New Zealand's economic performance: A perspective from the 
Treasury, URL: http://purl.oclc.org/nzt/big-1691. 

As indicated in the graph above, people with no qualifications have a substantially higher 

unemployment rate, close to double that of people with post-school qualifications. People 

with school qualifications have lower average unemployment rates than those with no 

qualification, but it is still substantially higher than those with post-school qualifications 

demonstrating a strong link between the level of educational attainment and employment 

outcomes. 

Education attainment and income 
A 2007 study by analysts in the Ministry of Education’s Tertiary Sector, Performance 

Analysis and Reporting team looked at the returns to investment in tertiary education. It 

concluded:27 

• Attainment of tertiary qualifications is associated with a higher likelihood of 

employment – especially during times of economic recession. 

• Those with tertiary qualifications earn more than those without. 

• The successful completion of a tertiary qualification results in a premium on earnings 

over those who do not complete. 

• There are better health and lifestyle outcomes for those who attain tertiary 

qualifications. 

More recent analysis by the Ministry of Education using data from the Statistics New 

Zealand Income Survey (1998-2012) found that average earnings are 29 percent higher for 

                                                      

27  Bhaskaran Nair, Warren Smart and Roger Smyth (2007) ‘How Does Investment in Tertiary Education 

Improve Outcomes for New Zealanders?’ Social Policy Journal of New Zealand, Issue 31. 

http://purl.oclc.org/nzt/big-1691
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those with a tertiary education compared to those with only upper secondary and post-

secondary non-tertiary education.28 

Figure 3 Median weekly income by highest qualification and ethnic group for people 

aged 15 plus (2011) 

 
Source: https://www.educationcounts.govt.nz/indicators/main/education-and-learning-outcomes/1919. 

In 2011, the average median hourly wage for those with tertiary degrees was $27.81, 

approximately 1.6 times higher than those with high school qualifications only.29 

Education attainment and other outcomes 
Research from the Christchurch Health and Development Study has suggested that young 

people who leave school without qualifications have a higher risk of a number of poor health 

and social outcomes. Fergusson et al (2002) examined the linkages between leaving school 

without qualifications and later adjustment in a Christchurch born birth cohort that has been 

studied to age 21 years. The study controlled for a range of antecedent factors including 

social, family, and individual factors in order to isolate the effect of leaving school without 

qualifications. The study found that young people who left school without qualifications 

were at increased risk of crime and substance use outcomes. These outcomes include: illicit 

drug dependence, nicotine dependence, convictions, violent offending, and property 

offences. Additionally, there was a marginally significant increased risk of alcohol 

dependence. Reflecting the evidence canvassed above the study also found that those who 

left school without qualifications were more likely to be in receipt of a benefit at age 21 years 

and have received no tertiary education/training.30 

                                                      

28  Ministry of Education, (2011) Impact of education on income, 

https://www.educationcounts.govt.nz/indicators/main/education-and-learning-outcomes/1919. 

29  Ministry of Education, (2011) Impact of education on income, 

https://www.educationcounts.govt.nz/indicators/main/education-and-learning-outcomes/1919. 

30  Outcomes of leaving school without formal qualifications: 

http://www.otago.ac.nz/christchurch/otago014771.pdf. 

https://www.educationcounts.govt.nz/indicators/main/education-and-learning-outcomes/1919
https://www.educationcounts.govt.nz/indicators/main/education-and-learning-outcomes/1919
https://www.educationcounts.govt.nz/indicators/main/education-and-learning-outcomes/1919
http://www.otago.ac.nz/christchurch/otago014771.pdf
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The findings of this study are consistent with the relationship between education and 

outcomes observed by the Treasury in their work using the Statistics New Zealand 

Integrated Data Infrastructure, which contains data from a range of agencies. In an 

unpublished paper ‘Descriptive analysis of the outcomes of birth cohort 1990-1991 for the 

Māori and non-Māori ethnic groups’, the Treasury examined the outcomes of Māori and 

non-Māori youth who left secondary school with different levels of NCEA attainment. They 

found that leaving school without qualifications was correlated with a range of negative 

outcomes, including being more likely to have had contact with corrections or to have had a 

custodial sentence.31 We note that caution should be taken with these results as they are 

unpublished and there are some limitations in the data; however, we have used the results 

here to illustrate the picture of the wider cost of failure emerging from New Zealand specific 

research. 

                                                      

31  New Zealand Treasury, “Descriptive analysis of the outcomes of birth cohort 1990-1991 for the Māori and 

non-Māori ethnic groups”, unpublished. 
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3. Overview of  current funding 
model 

In order to provide a theoretical grounding for thinking about the current funding model, 

this section begins by setting out a high level typology of funding and outlining the different 

ways in which governments may contract with service providers. This section documents the 

key elements of the current funding system and the broad rationale of each of the main 

funding elements. Finally, a review of overseas funding model provides some points for 

comparison with our current model and identifies a range of levers. 

3.1 Funding – a high level typology 
Funding is a broad term that covers relationship between a public entity (e.g. a central 

government agency) and an external party that receives funds from that public entity. The 

Office of the Auditor-General has categorised forms of funding into three broad groupings. 

• Procurement – forms of purchasing goods or services that can range from simple and 

low-value transactions to large and complex contracts (e.g. multi-million dollar contracts 

for infrastructure construction, community laboratory testing services) that may follow 

formal procurement processes within the discipline of an effectively functioning market. 

• Investing – in a colloquial sense, in the form of grants to build capacity or to support a 

particular activity or organisation rather than directly purchasing defined goods or 

services. 

• Gifting – along with donations and other forms of unconditional grants and payments, 

gifting is where the public entity provides something without any conditions attached.32 

Procurement arrangements can be split into conventional contracts and relational contracts. 

Conventional contracts are those that operate in a market environment – i.e. there is a range 

of suppliers from which to select a preferred provider and competitive processes are possible 

to managing the price and value for money. 

Relational contracts are more based upon a relationship of trust between parties and are 

typically seen where there is an absence of an effective market, or where there is a strategic 

importance to the service or the relationship with the provider. These factors can be present 

in public sector services that are highly specialised or provided by non-commercial 

organisations. 

Investment grants can be split into conditional grants, which may be of high value and 

therefore come with more substantial and complex conditions or controls, and grants with 

limited conditions which are easily managed or are of relatively minor value. 

These categories are not rigid and can overlap – for example, a highly specified or 

conditional grant can look similar to a relational purchase contract. 

                                                      

32  Office of the Auditor-General (2008) Public sector purchases, grants, and gifts: Managing funding arrangements with 

external parties. 
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3.2 Contract forms create different incentives 
A government entity may contract with a provider on the basis of the funds being attached 

to the mix of inputs used in the production process, the outputs or volume of services being 

delivered, or the outcomes or short-term results. It is possible for these forms to be blended 

as part of a contract. These forms are considered briefly, in turn. 

• Inputs – where funding is based on the cost of inputs, such as labour (personnel), 

accommodation, equipment. The government may be more likely to specify the inputs 

in contractual form where it is an ownership role in the provider entity, rather than 

tendering in a competitive market of providers. The government may also have a role in 

setting input costs, for example in cases where it is effectively an employer and involved 

in wage bargaining. Contracting on the basis of inputs costs can create a financial 

incentive for a provider to maximise its inputs rather than seeking efficiency gains. 

There is also a risk that the production function becomes fixed in terms of the quantum 

and the cost of inputs and, therefore, is less responsive to changing needs and/or new 

technologies. 

• Outputs – where funding is attached to a set of defined outputs that reflect a volume 

of desired activities, this arrangement can be for a fixed amount or demand driven. 

Where payment is linked to demand-driven outputs (i.e. fee-for-service), there can be a 

financial incentive to generate higher volumes of activity to maximise income; the risk is 

that there may not be sufficient attention paid to the quality of the service or how the 

service volumes fit with the wider outcomes sought. 

• Outcomes – where funding is attached to the achievement of predefined outcomes (i.e. 

performance) with respect to service quality or wider impacts being sought – and which 

can be attributable to service performance. This means there is a financial incentive to 

deliver those outcomes – potentially at the expense of other dimensions of quality or 

desired outcomes that are not part of the predefined set. 

• Bulk funding – where a block of funding is granted or devolved to a provider as a set 

amount for taking responsibility for a bundle of clients or services. The amount of 

funding is not directly tied to inputs, activities or results, but may be quantified with 

respect to the customer/population base involved and the historic or current costs of 

providing services. The rationale for bulk funding is that the provider is best placed to 

make decisions about purchasing the right mix of input and outputs and/or outsourced 

services to achieve performance – particularly if the level of funding builds in some 

tension that requires allocative and technical efficiency gains to be sought in the face of 

cost pressures. Performance monitoring via an accountability framework is important. 

3.3 School funding arrangements 
The current structure of school funding arrangements in New Zealand is as follows:33 

                                                      

33  Table built using information from: Ministry of Education, 11 June 2015, ‘School resourcing formulae’ 

(briefing note). 
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 State State Integrated Partnership schools Private schools 

O
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n
 Staffing entitlement: 

Provided in full-time-teacher-equivalents. The Crown is 
then obligated to pay the salaries for these teachers 
(approx. $3.83 billion per year). 

Receive cash to employ 
staff, pay other operational 
expenses, and property 
costs. 

Funding formula has four 
components: 

1. Base component: 
dependent on type of 
school. 

2. General per-student 
component. 

3. Property and insurance 
component: based on 
square meterage of 
school. 

4. ‘Cashed up’ component: 
proxies non-cash 
assistance provided to 
State schools, such as 
professional learning and 
development, depends 
on number of students. 

Receive a per 
student 
contribution, 
differentiated by 
year level. This 
funding is a 
contribution 
towards the cost of 
operation of these 
schools. 

Operational grant funding: 

Provided in cash, including property maintenance 
(approx. $1.3 billion per year). 

P
ro

p
e
rt

y
 

The government provides 
school property (land and 
facilities), under a Property 
Occupancy Document 
between BoT and the MoE. 

Occasionally this is 
provided in the form of 
cash where the land is 
owned by a third party. 

Proprietors of State 
integrated schools 
typically provide land and 
buildings for these 
schools. 

The government may 
meet 85 percent of the 
costs of buildings in 
circumstances where the 
government would 
otherwise need to invest 
in non-integrated school 
property to ensure 
provision to meet 
population demands. 

B
u
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d
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p

g
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d
e
s 

&
 

m
o

d
e
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a
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o
n

 Capital funding provided 
for upgrade and 
modernisation in 
accordance with the agreed 
10 year capital plan for the 
school. 

Government funds 
proprietors for upgrade 
and modernisation of 
Integrated school 
buildings. 
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 These schools are eligible for the following additional funding: 

 Targeted Funding for Isolation. 

 English for Speakers of Other Languages (ESOL) – for eligible students. 

 

All schools are eligible for the following additional funding: 

 Māori Language Programme Funding. 

 Ongoing Resourcing Scheme (ORS) (cashed up for partnership and private schools) – for eligible students. 

 Kiwisport funding. 

Government funds for schools (state and state-integrated) comprise the following 

components: 

• Staffing entitlement – this is an entitlement in “full time equivalents” or number of 

teachers, not a cash payment to schools. The entitlement is quantified via roll-based 

formulae that determine school teacher entitlements (i.e. the volume) and the salary of 

each teacher hired by the school, as set by collective agreements (i.e. the price). 

• Operational funding – also known as a bulk grant, this funding made available for the 

running of the school and largely determined by roll size and school decile. It is paid in 

cash to schools on a quarterly basis. Although the funding comprises several elements 
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(described in detail below), the various funding lines are not ‘tagged’. This means a 

school has discretion over what the funding is used for. 

• Property funding (capital expenditure) – for capital works is administered centrally by 

the Ministry of Education. 

The teacher salary funding stream can be seen as input-based contracting (on the basis of 

pre-agreed prices and defined quantities). The operational funding is largely a bulk funded 

grant, on the basis of the client base (i.e. enrolled students) – with notable adjustments for 

differences in supply side cost structures (i.e. diseconomies of small scale and/or isolation) 

and for barriers to student learning associated with lower socioeconomic areas (i.e. the extra 

costs associated with teaching). 

Schools also collect funds from other sources including parental payments and donations, 

community fundraising, trusts, and fee-paying international students. 

3.3.1 Teacher salaries are the largest component of 
school funding 

The chart below shows that teacher salaries accounted for $3.570 billion in 2014, followed by 

operational funding at $1.323 billion and property funding at $502 million. 

Figure 4 School funding 2014 

 

3.3.2 Operational grant funding 
The key components of operational funding include: 

• Base funding – is a lump sum provided based on type and roll. It is aimed at meeting 

the fixed costs of operating a school as well as compensating smaller schools for the 

absence of economies of scale. Base funding declines in steps as the school roll 

increases, factoring in the expected economies of scale. 

• Per-pupil funding – for the costs of curriculum delivery. The rate increases in four 

steps, from $853 for Years 1-6 to $1,211 for Years 11-15. 

• Targeted Funding for Educational Achievement (TFEA) – to help schools in 

deciles 1-9 lower barriers to learning that students from low socioeconomic 
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communities might face. A per pupil funding rate that is determined by student 

payment that varies by decile, from decile 1A ($906 per pupil) to decile 9 ($29). 

Other streams that are also linked to roll size include: cleaners & caretakers; and ICT; 

Kiwisport; and Arts co-ordinator. These are paid on standard per-pupil rates, although ICT 

and the Arts co-ordinator streams also have fixed cost elements included. 

While the majority of Operational Funding is linked to the size of the school roll, primary 

schools also receive other streams, including: 

• Property maintenance – linked to the size of school buildings and grounds. 

• TFI (Targeted Fund for Isolation) – based on an index that models remoteness and the 

associated extra costs faced by schools. 

• Relief teacher funding – based on teacher FTE allocation (itself a function of roll size). 

• There are also streams for Māori language programmes, special education and 

vandalism – all of which have slightly different criteria/drivers. 

The charts below show the size of the operational funding components allocated in 2015. 

Per-pupil funding is the largest component overall, comprising $612 million. The pie chart 

below shows this component equates to 48 percent of operational funding. Base funding, for 

fixed costs, is much smaller at $75 million or 5.9 percent of operational funding, as is the 

TFEA (decile linked funding), which is worth $1110 million or 8.6 percent of operational 

funding. 

Figure 5 Operational funding components 2015 

 



 

Page 32   

   

Figure 6 Operational funding allocated by component in 2015 

 

3.3.3 Operational funding and roll size 
The charts below show how components of operational funding for primary schools vary by 

roll size. The first chart includes the TFEA allocated to a decile 1A school – receiving the 

highest rate per pupil. The second chart shows the TFEA allocated to a decile 9 school (the 

lowest amount per pupil). 

• These streams appear to be based on notional cost curves – the average fixed costs and 

average variable costs faced by primary schools as the roll size increases. Those 

underlying cost curves may have been modelled at some point or the system may have 

evolved over time with price adjustments and new streams to ensure school viability. 

• Base funding can be material for very small schools; no doubt some of these small 

schools that are also rural will also receive funding for isolation. 

• TFEA (decile-based funding) is material for lower decile schools, particularly larger 

schools. 
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Figure 7 Operational funding streams for primary school (decile 1A) 

 

Figure 8 Operational funding streams for primary schools (decile 9) 

 

3.4 Decile funding and redistribution 
Deciles are a measure of the socioeconomic position of a school’s student community 

relative to other schools throughout the country.34 To calculate a decile rating, addresses for 

students from a given school are matched to census meshblocks. The ratings are based on 

five census measures of socioeconomic disadvantage for households with school-aged 

                                                      

34  http://www.education.govt.nz/school/running-a-school/resourcing/operational-funding/school-decile-

ratings. 

http://www.education.govt.nz/school/running-a-school/resourcing/operational-funding/school-decile-ratings
http://www.education.govt.nz/school/running-a-school/resourcing/operational-funding/school-decile-ratings
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children in each meshblock: household income, parental occupation, parental educational 

qualifications, benefit receipt, and household crowding. For each variable, the value for a 

meshblock is weighted by the proportion of addresses that match to the meshblock and the 

weighted values are added together. The overall scores are ranked and split into ten decile 

categories. Decile ratings are reviewed every five years, following each census. 

There are three components of the operational funding grant linked to decile: 

• TFEA – outlined above. 

• Special education grant – this is intended to provide funding for students with a low to 

moderate level of special needs. Each school receives a basic fixed amount and then an 

additional amount per student linked to the school’s decile rating. 

• Careers information grant – this funding is linked to the number of students in year 9 or 

above and to the school’s decile rating. 

In addition, there are Ministry of Education resources that are determined by a school’s 

decile such as Social Workers in Schools (deciles 1-5). 

3.4.1 Criticisms of the decile model 
The Ministry has noted in advice that international evidence suggests that where there are no 

restrictions on the use of additional funding for disadvantage, this funding does little to 

address disadvantage. 35 The advice goes on to note that, while it is are not aware of any 

formal research into this issue in New Zealand, significant increases in decile funding since 

the 1990s cannot be clearly associated with improved achievement by socioeconomically 

disadvantaged students. 

The purpose of the decile system is not well understood 
The Ministry provides the following, very clear statement of the purpose of decile funding 

on their website: 

We use deciles to target funding, for state and state -integrated schools, to help them 

overcome any barriers to learning  that students from lower socio economic communities might 

face.36 

Despite this, throughout our research we were told by a wide range of stakeholders that the 

purpose of the decile system was to provide more funding to schools which are not in a 

position to raise funds through soliciting donations or other fundraising from their 

community. 

There is widespread concern that the decile system has a labelling effect whereby the rating 

becomes associated with the quality of the school which in turn drives decisions by students, 

parents and teachers. The school system is highly stratified, data on student populations 

                                                      

35  The Ministry of Education, (2013) ‘Education Report: decile linked funding of schools and disadvantage’, 

Briefing Paper. 

36  http://www.education.govt.nz/school/running-a-school/resourcing/operational-funding/school-decile-

ratings. 

http://www.education.govt.nz/school/running-a-school/resourcing/operational-funding/school-decile-ratings
http://www.education.govt.nz/school/running-a-school/resourcing/operational-funding/school-decile-ratings
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indicate a general trend that Māori and Pasifika students who come from low-income 

households end up in low decile schools, while European/Pākehā and Asian students from 

high income households end up in high decile schools.37 

                                                      

37  Bali Haque (2014) Changing our Secondary Schools, NZCER PRESS, Wellington, p 22. 
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4. Issues as identified by school-
based interviewees 

We identified a number of funding issues in discussions with schools. The schools we visited 

ranged from primary to secondary and from decile 1 to decile 10, with a few in between. 

Likely, the issues we have identified through the visits are broadly representative of the 

funding and other issues, but not likely to be generalizable to all schools. We therefore urge 

caution in interpreting this data. 

Table 1 provides a summary of key characteristics of reference site schools, including decile, 

roll, staffing entitlement, and operational grant. 

Table 1: Reference site schools – government revenue 

School Decile Roll Staffing 

entitlement 

Operational 

grant 

Total 

Composite 

Area School in provincial 
town 

4 300-480 $2.0-2.5m $500k-$1m $2.5-3.0m 

 

Composite immersion 
language school in rural 
area 

1 Under 300 $1.0-1.5m $500k-$1m $2.0-2.5m 

Contributing primary 

Contributing primary in 
provincial town  

4 480-600 $2.0-2.5m $500k-$1m $2.5-3.0m 

 

Contributing primary in 
provincial town 

1 Less than 
300 

$500k-$1m <$500k $1.0-1.5m 

Primary school in an urban 
area 

10 480-600 $2.0-2.5m $500k-$1m $2.5-3.0m 

 

Intermediate 

Intermediate school in 
provincial town 

7 600-900 $2.5-3.0m 

 

$500k-$1m $3.5-4.0m 

Intermediate school in 
urban area 

6 300-480 $1.5-2.0m $500k-$1m $2.0-2.5m 

Y7-13 secondary 

Y7-15 secondary in urban 
centre 

1 900+ $4.5-5.0m $2.0-2.5m $6.5-7.0m 

Y7-15 secondary in rural 
area 

8 480-600 $2.5-3.0m $1.0-1.5m $3.5-4.0m 

Y9-15 secondary 

Y9-15 single sex secondary 
in urban centre 

10 900+ $6.0-6.5m $2.0-2.5m $8.0-8.5m 

Y9-15 secondary in urban 
centre 

10 900+ $7.0-7.5m $2.0-2.5m $9.5-10.0m 

Y9-15 secondary in urban 
centre 

2 600-900 $4.0-4.5m $1.0-1.5m $5.5-6.0m 

Y9-15 secondary in urban 
centre 

1 900+ $6.0-6.5m $3.0-3.5m $9.5-10.0m 
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Table 2 provides a break-down of operational funding by source. It is important to note that 

the “Other” category includes funding from sources that will also have costs attached to 

them (for example, “fundraising” and “international student revenue” will both have related 

costs). Nevertheless, the table clearly shows that higher decile schools are able to access 

significantly more “Other” funding than lower decile schools. 

Table 2: Operational funding at reference site schools – break-down of funding by 

source 

School Decile Roll MoE 

operational 

funding38 

Other 

operational 

sources of 

funding39 

MoE 

operational 

funding as 

% of other 

Composite 

Area School in provincial 
town 

4 300-480 $500k-$1m $100k-$200k 85-89% 

Composite immersion 
language school in rural 
area 

1 Under 300 $500k-$1m Under $50k 95-100% 

Contributing primary 

Contributing primary in 
provincial town 

4 480-600 $500k-$1m Under $50k 95-100% 

Contributing primary in 
provincial town 

1 Less than 
300 

<$500k Under $50k 95-100% 

Primary school in an urban 
area 

10 480-600 $500k-$1m $200k-300k 65-69% 

Intermediate 

Intermediate school in 
provincial town 

7 600-900 $500k-$1m $300k-$400k 75-79% 

Intermediate school in 
urban area 

6 300-480 $500k-$1m $100k-$200k 80-84% 

Y7-13 secondary 

Y7-15 secondary in urban 
centre 

1 900+ $2.0-2.5m $100k-$200k 95-100% 

Y7-15 secondary in rural 
area 

8 480-600 $1.0-1.5m $100k-$200k 85-89% 

Y9-15 secondary 

Y9-15 single sex secondary 
in urban centre 

10 900+ $2.0-2.5m $1.0-1.5m 50-59% 

Y9-15 secondary in urban 
centre 

10 900+ $2.0-2.5m $3.0-3.5m 45-49% 

Y9-15 secondary in urban 
centre 

2 600-900 $1.0-1.5m $500k-$600k 75-79% 

Y9-15 secondary in urban 
centre 

1 900+ $3.0-3.5m $200k-$300k 95-100% 

                                                      

38 This data comes from the FIDs 2014 database, and includes the following categories: operational grants, other 

government grants, and MoE contestable funding. 

39 This data comes from the FIDs 2014 database, and includes the following categories: donations, fundraising, 

house rents, international student revenue, other local funds, gifts and bequests. 
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4.1 Our reflection on what schools are telling 
us 

There is considerable feedback from schools, and some of this feedback is contextual and 

other comments assist with policy clarity on issues that schools face which are not currently 

addressed by the funding system. 

We make several points about the context that schools operate in: 

• A particular aspect of schools is the unusual mix of central management of some 

aspects of the education system versus devolved aspects. Most teacher salaries are paid 

centrally and most capital including the Crown’s capital charge are paid centrally. Thus, 

of a school’s accounts, the principal and his or her board will feel they have limited 

decision rights over labour and capital inputs. 

• The contrary effect is that there is close management and scrutiny of operational 

budgets, including teaching resources. These budgets are generally managed closely with 

the result that schools can make a little money go a long way. Investment at the margin 

of a well-running school can be very effective. 

• Schools are relatively homogenous in their management of students (i.e. in a classroom, 

with higher teaching ratios for students needing more assistance. However, funding 

options beyond government funds are very heterogeneous, with international students 

being a very profitable activity for many schools. Additional funding appears to offset 

revenue raising opportunities in low decile schools versus high decile schools, but leaves 

others struggling if revenue opportunities are not available or because of averaging 

effects of decile funding. 

• Interviewees raised a series of issues largely about types of students that require 

additional resources, and also issues relating to the social backgrounds of students. 

• Some schools commented on the quantum of funding, but the majority of these 

comments were in the context of not being able to meet students’ needs – either: 

(a) Funding for students needing additional support; or 

(b) Around capital and maintenance. 

Other issues raised such as issues of Ministry administration or roll setting are important but, 

in our view, secondary to the issues we identify above. 
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4.2 What works, what does not work: 
feedback from schools on components of 
the current funding model 

4.2.1 Decile model is useful, but could be improved, and 
could to be blended with another approach 

Observations of increasing diversity in socioeconomic 
backgrounds, and in a gap between decile ratings and the reality of 
students 
Interviewees from across the decile system noted that they were seeing students who were 

from increasingly diverse socioeconomic backgrounds. These diverse backgrounds 

means some students were struggling with the initial outlay for uniforms and may not be able 

to afford transport, lunches. There are some students needing this support in all schools, but 

clearly more in lower decile schools. Even more important is the differentiated nature of 

early learning of many of these students with large gaps in school readiness. Students are 

turning up to school unable to recognise colours, alphabet, or appropriate forms of 

expression. Later in education, intermediate schools report gaps in numeracy and literacy of 

between 18 months to two years, as do many secondary schools. By the time some of these 

students reach secondary school, some have very little literacy or other skills, and many are 

involved with the justice and welfare sectors: 

We’re decile 10 but we have a range of students; there are state homes with students 

struggling to meet uniform requirements (Principal) 

We are decile 10 but we have [students] who can’t afford: transport, lunch, anything 

towards education. We have to subsidise them , for example have applied to trusts. This year 

we got turned down by our biggest funder. There is no money at the moment for hardship. 

(…) There would be  around ten [students] in this grouping, plus a few on the edge. We 

support 30 kids per year in different ways. It’s a much  bigger problem in other areas.  

(Principal)  

Examples of quotes about children from low decile homes: 

Most new students coming in would be more like decile 3-4, but our decile didn’t change 

with the review. A decile 3-4 kid looks like: the family struggle s to pay rent, they need 

support to pay for uniforms, guidance counsellor provides breakfast to 8-9 kids, families 

have trouble paying their accounts and need to go onto payment plans. (…) We are a poorer 

decile 8 that we were 10 years ago. (Principal)  

We have a huge range here; we have two little fel las from [deprived region]. One is nearly 7, 

and my Reading Recovery teacher has said that after two years at school he only knows the 

letters A and I. Mum didn’t have a lot of confidence in herself, he watched DVDs all the 

time, and any time he talked he was told to shut up. We have guys that arrive, they don’t 

know their colours, they can’t spell their name, they don’t know their alphabet. It’s because 

of the home environment. There’s such a range – I can take you into our six  year olds – 
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some are reading chapter books, some still right back at the start. It’s about how you 

support the kids. (Principal)  

Increasing gap between decile ratings and reality of students? 
However, many commented that there seemed to be a mismatch between their decile 

rating, and the reality of the students who attended their school: 

In my interview the Principal said  – we are a decile 8 school , but we are really a decile  4 

school. Now I understand that – getting to know the kids as I settle into the culture – he 

was right. (Technology HOD) 

We are decile 8 – but we are not decile 8. That decile is meaningless at the mo ment, we are 

not in a decile 8 community, we have a community that is two to three  steps down from that. 

The rating is swayed by the dairy and farm sector – but the school community is not really 

a farm community. (Chair of Board of Trustees)  

Some suggested that this mismatch may be due, in part, to the methodology used to 

calculate deciles, because of changing land values, or different lifestyle patterns: 

A decile 9 school may have more affluent area , yet one factor is the number of people living 

in a house. Asian families in [suburb] – because their families are larger (multi -

generational living in the same house ), it brings down the decile; yet the community could 

actually be more affluent; so there are anomalies inside  [the decile methodology] . (Principal) 

Part of reason for our high decile rating is that the farmland around here is expensive, farm 

cottage rents are high, and high property values feed into decile rating. But increasingly we 

are dealing with students with behaviour issues etc. (…) We have got rich farmers in the 

area, but they are a small proportion. (Principal)  

When I was at [other rural school in dif ferent area of the country ] – we had some farmers 

pay their fees in lambs. They might be rich , but they were cash poor. (Principal)  

Several interviewees commented that changes in deciles can be quite jarring, and 

relatedly, that the approach of using averaging was problematic: 

We dropped from decile from 4 to decile 2 –  we got a funding windfall, which funded some 

computers , but it was nowhere near enough – 10 computers in the music department . 

(HOD) 

Only half of schools are working with communities that can pay. At a decile 5 school ,  some 

families can pay and some can’t. At my previous school we had a jump in decile and lost 

hundreds of thousands of dollars suddenly. We had the same kids, we had a school where 

majority of contributing schools were deciles 1 and 10, but more starting coming from decile  

10. It changed rapidly. But we still had to meet the same needs. We g ot less funding from 

government, fees were negligible , but the vast majority didn’t pay.  (Principal)  

The five-year model is quite tough – you get your decile and it stays the same for five  years. 

But the purity of the model is flawed, there are only 10 deciles – someone can only go down 

if someone goes up. The calculation is done by school but not by student – that needs to 

change. 10 percent of kids are decile one as opposed to 10 percent of schools. It’s g ot to be 

tied to kids rather than schools. They should do the calculati on every two years. Schools can 
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identify these students, they know who they are – for example the finance people know 

because they get phone calls when fees go out. (Principal)  

Other interviewees were concerned that the model had come to be used as an inappropriate 

(and inaccurate) measure of the quality of a particular school: 

The worst problem is the perception of school’s performance – white flight is a huge issue, 

parents will get a perception about a school. (MoE)  

Over time, deciles have become used as proxy for quality of schools – we have some decile 1 

schools that are brilliant and some really shonky – so decile is no guarantee of quality. You 

can’t change the perception of the community, we’ve lost that battle. The $65k question is 

how do you do that by some other mechanism, all schools have students from families that 

are poor; it’s more widely dispersed now. (MoE) 

The drop in decile means the public perception has gone right down; I say to students it’s 

good to say you’re from a dec ile 2 school tha t’s multi-cultural, as that says you can mix 

with anyone and some students from here gain scholarships. (HOD Languages ) 

4.2.2 Concerns that operational grant is insufficient to 
meet the needs of students 

Almost all school-based interviewees expressed concern that the operational grant is 

insufficient to meet the needs of all their students – particularly for lower quartile 

students or for student extension: 

The amount we get per child is what is needed to educate the middle and upper part – there 

is no fat there. There ’s an argument that we should be extending our brighter kids , but 

there’s no money for that – there’s no money for a specialist teacher in maths to extend the 

brighter kids. The teachers do the best they can within the limit of their classroom; a math s 

expert or science expert could really challenge or fire up those kids th at need extending – 

New Zealand needs that. Everyone – ERO, MoE, and the media – they’re all focusing on 

the “tail” and I  agree we need to. The country’s future is at risk unless we do something 

about the tail, but we barely cover the middle and upper ability students too. (Principal ) 

Could only afford to run a very basic curriculum [on what we receive from the government] 

– very basic, we couldn’t afford trips, or extracurricular activities, teacher aides, sitting in 

classrooms with books, not much IT. (Principal)  

In senior phys ed there is a lot of performance analysis – we’re really hamstrung, compared 

to a decile ten school with BYOD [bring your own device] – we have to do it on  teachers ’ 

own phones. It’s not a level playing field when it comes to administering assessment tasks.  

(HOD physical education)  

The operational grant is applied by MoE using national averages; however it doesn’t take 

account for Auckland growth costs. Things like rates increases, travel time – they’re all 

linked to a growing city. Fixed cost funding is an average across the country , one third of 

the population in one city that is straining under grow th; also the nationwide average is not 

keeping pace with actual fixed costs. (Member of Board of Trustees)  

For example, flipped classrooms – our kids haven’t got internet at home, so we can’t do it. 

I go away on courses and get blown away, but sad at the same time because it couldn’t 
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happen at this school  [decile one]. We have Facebook though – because all students have 

Facebook. That stuff is  holding us back, holding the school back. (HOD science)  

4.2.3 International student profits close the gap 

International students are a profitable and material contribution to quite a number of 

schools. 

Without the international student fees and donations, I can’t see us running cost of a good 

kiwi education. It’s already proving diff icult to operate. (Executive Officer ) 

The school is 53 percent publically funded and 47 percent comes through parents and 

international programmes, community trusts etc. (Business Manager)  

Is the operational grant sufficient to cover cost of school? Without students, it would be. 

[<$40k] is allocated in the grant for property maintenance ; we need $1 million,  so we 

make it up with funding from international students . The gap is getting larger between fixed 

costs and the grants  – we solve it by taking in increasing number of international stude nts 

to meet fixed costs. (…) The excess from international students being whittled away by 

fixed costs , we can’t put away for future capital needs (Member of Board of Trustees)  

We can balance the budget because I don’t put as much money into curriculum as I would 

like. (…) The operational grant doesn’t cover the average running of the school – we 

wouldn’t get by and wouldn’t be able balance budget without things like international 

students, fundraising and prioritising money into curriculum budget – up until the last 

couple of years we had to cut back on that, and then resources get old and tired. (Principal)  

We’re able to maintain our situation, and improve it a bit, due to [foreign student]  money. 

Given our low donations and low MoE money, we couldn’t do t hat otherwise . (Principal) 

There are probably more decile 10 schools than a few years ago . I’m not taking anything 

away from idea the decile 1s are needing more , but feel decile 10s are being underfunded  – 

figure of $450m per year across the country for de cile 10s – that’s what they’re raising 

privately. (Principal)  

4.2.4 Donation rates low and not necessarily related to 
parental ability to pay 

Almost all interviewees commented on the low rate of parents making the donation. 

Some parents decline to pay donations even though income is not an issue. Parents decline 

to pay on principle. Other parental contributions such as time at working bees are declining: 

Squeezed by fixed cost increases and these limits – we need to find $100k a year that we 

were able to charge previously for activities fees and books etc. (…) We’re lucky to get 55  

percent of parents making donations; if we don’t increase it, we rely more on international 

income. (Member of Board of Trustees)  

We do bill people for things , but because of changes in  the regulations, people don’t have to 

pay – by law. For example, home economics fees are around $250 per year, but if someone 

didn’t pay, the school can’t say you can’t do that course. We have a [$100-150] donation, 

plus fees for activities etc. We had a very poor collection rate until the Board c ame on 
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board. Last year it was in the [65-75 percent] range. Education is supposed to be free at 

state schools. (Deputy Principal)  

High hit rate with fees because still [45-55 percent]  come out of farming background and 

they do pay the school fees. Some city schools high hit rate. But if didn’t , couldn’t balance. 

Funded 1-1.5 teachers out of operations grant to offer curriculum range options, Ministry 

formula not adequate. (Principal)  

Donations are [$20-40] per term – or [$100-150] a year – around [$X] per week – 

covers sports coaching , music, is less than a Big Mac. Collect about [25-35 percent] All 

teams are fully supported by staff. Important we keep these [students] in activities. 

(Principal) 

Donation is [$110-$130]; we discount to [$90-110] if they pay by the first term; there’s 

been a falling rate of payment since 1997, fallen from 35  percent to 20 percent. (Executive 

Officer) 

Donations are dropping and we’re finding it hard to get [45-55 percent] participation. 

Politicians keep saying “education is free” but it’s wrong and unhelpful to say that. Parents 

have always made donations and run fairs, even in 1950s and 1960s. Parents are under 

more pressure now, as both are working, and th ere’s less time and energy to help with fairs. 

Also they tend to fade away as kids get older and more independent. A working bee might 

attract two parents whereas it used to be 30 parents. (Principal ) 

Higher decile schools can set donations at higher level 
Not surprisingly, higher decile schools receive higher donations from parents. 

We can fund the school because parents pay – over $600 per student for donations. It is a 

donation, and parents also pay for anything extra like extracurricular  activities  – for 

example, rowing is $3,000 a year. Everything they pay for. It is expensive having a kid 

here – that is the feedback from parents. Technically/legally not allowed to charge parents 

for anything to do with the curriculum. We are lucky that parents pay them . They could say 

we are not paying and the school would stil l have to provide it. If that happened t he school 

would lose $200-300k. (Principal)  

Two interviewees commented that the likelihood of a parent making the donation and 

their socioeconomic background were not as related as might be expected: 

Our donation is [$90-110] , which is low [for the area]; less than half pay. Plus there’s a 

technology fee. It actually costs more to send a child to an early childhood education centre. 

We have wealthy families who could pay , but they won’t because they notice the Minster on 

TV saying schooling is free. Poorer families try to pay in instalments, whereas, often those 

wealthy ones say they don’t have to pay. (Principal )  

Schools are adopting different approaches to charging for ‘extras’ 
One high decile school noted that they were charging parents for extras wherever possible: 

We don’t stream, we expect our teachers to offer in their courses a programme that meets 

every student ’s needs. Extension work is  offered within class and addition to class (but if in 

addition, it is user pays). Everything is available , but have to pay for extras. Some able 
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[students] – parents are paying a lot. Some lower ability students also fund extra support – 

parents paying for extra teacher aide funding.  (Principal)  

This contrasted with the position of lower decile schools: 

We don’t charge fees. We find a way around stationary and uniforms. The max imum we 

will charge is $20 for a school trip. Kids are coming to school with lun ch – despite the free 

fruit, etc ., they are all extra.  We know the families who would have the trouble and all the 

teachers are watching those kids. (Principal)  

This year, most of [fundraised]  money went to support kids who couldn’t go on camps, some 

computers, some rebuild. Bulk of it goes towards a slush fund for year 12 [camp] . I’ve said 

you find half , I’ ll find  the other. So a week costs them [$350-$400] dollars ; they’re never 

going to find [$350-400], but they will f ind half. We’ve got a year 7 and 8 [camp]. My 

have nots can’t possibly find the money for that. (Principal)  

4.2.5 Special education funding hard to access, and 
insufficient to meet students’ needs 

Many interviewees felt that the level of special education funding was insufficient for a 

number of reasons – the mainstreaming of students, particularly students with significant 

behavioural issues, an increasing awareness of the mild to moderate student needs, and 

student issues of poverty. The existing model of support is generally regarded as out of date. 

Where assistance was provided, it might not be enough. The result is schools generally feel 

the funding system is non-responsive to the student needs identified in their student 

populations: 

The policy is inclusive schools  – putting special students into mainstream classes  – the 

funding is nowhere near enough. (Principal ) 

The big worry is lack of money for the special education grant . There are a growing number 

of special needs kids; we don’t have enough to do a big job; and much of it is tenuous 

funding in nature. Students come through primary already identified as special needs and we 

know who is coming; some move into the area; may be a student with a behavioural problem 

who is from somewhere else, but has been sent to live with a relation. (Principal ) 

Our bulk grant has a “special ed” grant; it’s audited and must be spent on those needs. It’s 

weighted towards lower decile schools; kids tend to have learning issues because maybe 

families are dysfunctional or they never went to kindergarten or their parents not engaged. 

They do come from lower decile families and tend to come from state housing areas , although 

that is a blanket statement  – so they need more teacher aide time , they need more help than 

the teacher can provide. They need to be in groups to work on reading and writing  – so we 

get a grant that gets spen t on those kids , but that grant is too small . It ’s calculated based 

on number of children and our decile rating . They have a formula, and we get this amount  – 

it’s not based on the number of students that need that help; it’s often not enough.  

(Principal) 

If the child has learning needs that will clearly be with it all of his school li fe  – i f they are 

seriously disadvantaged  – then we can apply for funding for the whole time they’re in state 

education. But the percentage available is not enough : it covers the worst cases , but should 
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be covering more of them – more easily accessed. We can apply for additional funding for 

extreme behaviour or learning needs but, again, it’s not enough. (Principal ) 

When I was a [Deputy Principal] at [another school] , they had a specialist unit with a 

special kitchen – classroom breakout space – providing support for kids to be in and out of 

mainstream classes. They had a sensory room for autistic kids. There were full shower 

facilit ies where students could be showered. In the past these students would be in a special 

school – it’s good that they are in mainstream schools now, but we have no way to integrate 

them fully. Part of the issue is that special needs students get some teacher aide funding , but 

it is only short term – it is very hard to get good teacher aides short term. (…) The 

Ministry funding is $18.70 per hour for teacher aides – most teacher aides are on $22 per 

hour – the good ones. We are not funded to pay more – the Ministry will tell parents their 

kids are funded for X hours, but they aren’t fully. We also have to pay holiday pay – 

holiday pay is not built  into it. Most experienced teacher aides are on $25 per hour, for 10-

15 years ’ experience . They are too valuable not to employ. (Deputy Principal)  

Special education needs coordinator (SENCO) – works long hours to make it work, only 

paid part time. In other circumstances it wouldn’t work. Because I am committed to the 

cause I do the long hours, just the way it is at this school. In some ways I am propping up 

the funding situation, only given one manag ement unit worth $4,000 per year. The school is 

supporting the special needs in the community. It requires the commitment of additional 

time and resources – for example, for a  girl with spina bifida who needs to be showered 

everyday otherwise she would be socially unacceptable – had to buy supplies to do that . We 

fund the extra that is needed because it is humane to do that. It can be a reasonably big 

bill – things add up. Licences for programmes to test for dyslexia are around $400 for the 

software. (HOD Learning Support) 

RTLB changed criteria for referrals this year and it’s now a points a system which is 

unhelpful; kids need enough points to be accepted  – for example, they get a point for being 

involved with another agency, or a point for being Māori or Pacific; so a NZ European kid 

with the same need won’t get the same support. An RTLB come in for an assessment. Some 

kids with high needs haven’t been accepted; they suggest classwork with a teacher , but those 

students need one-on-one support daily – an individual learning programme. The RTLB 

will give the teacher aide a programme, depending on the area the student struggles with. 

They’re more about learning rather than behaviour; although now it’s more teacher-focused 

as they don’t have the same funding. Ou r Special Ed grant is [$X] and it doesn’t even pay 

for one teacher’s aide salary, for 20 hours per week. Special education – the behavioural 

side – there’s just not enough. (Principal)  

We need funding for more one -on-one support for children; we have a lar ge number of 

dyslexic children, a larger number of on Ritalin; so we need support for them. We have so 

many children that are below or well below; they’ ll never be where they should , but they can 

make some bigger steps forward and they could keep doing better. (Principal) 

The high costs of testing mean that some students are not 
identified 
Several interviewees commented on the difficulties involved in accessing testing for students 

– particularly the level of cost involved. This appears to be increasing inequities, as parents 

who can afford it will pay for testing (and the school will access funding as a result), while 
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other students are not tested, and so the school is not able to access additional funding for 

them: 

[We ’re seeing] concentration issues like short attention spans, learning behaviour issues like 

not being able to sit down for a period and concentrate , and not being able to take basic 

steps to manage own self -learning. There may be deeper issues in some cases  – either 

psychological  problems or foetal alcohol syndrome . We’re a small school with a lot of need; 

but higher decile schools’ parents have the funds to access the tests and therefore the special 

ed funds; we deal with a group of students that are not being dealt with. It ’s a form of 

social discrimination. (HOD) 

Special ed funding has been quite an issue  – traditionally we needed a psychologist ’s report 

to gain access  – that has segregated those who had financial power to get it.  Few parents 

would fork out $400 for assessment and so funding for school for special ed wouldn’t come 

in into the school, despite having a large number of students who would fit into that area of 

learning need. (HOD Technology ) 

There’s significant under identification of students with learning issues. As for cost, my son 

needed an ed psych report and it was $800. (HOD Music ) 

In [urban centre]  [a report from an educational psychologist] costs around $300-400. The 

Ministry is pushing alternative evidence assessment instead  – but that is  hugely costly on 

teacher time. (Learning Support HOD) 

I’d think in a given year 80 -100 students need extra attention, out of 400. It ’s not a full -

time boost – but some time – and we have a $20k SEG. (Principal) 

Special assessment condition kids – it’s a growing area, more in  a higher decile than us 

[decile one school] (…) The Ministry has done good work here over last few years to make 

[the assessments] more accessible. But with that come needs for support time and teacher 

aide. How do we do that better? We have 14 kids in th at category now, and it should be 

around 40-50 really. How do we resource that?  (Principal)  

Two interviewees from higher decile schools noted that more students were being 

diagnosed now than in the past: 

Flow of spec ial needs is increasing; behavioural problems are increasing; we just don’t have 

enough in the special ed grant – even with top-ups, funding is small;  and transitory funding 

is for 6-12 months, only the top 2 percent get permanent [funding] . These kids need a  

trained teacher with extra math s and reading lessons; we need money to employ teachers; we 

employ teacher aides because that’s all we can afford , we’d prefer a trained teacher . We try 

to upskill our teacher aides. (Principal ) 

More are diagnosed now. There ’s more intervention (depending on funding). More awareness 

and parents want and expect help. There has been a change in expectations – wouldn’t have 

parents as aware , some diagnoses wouldn’t have existed, wouldn’t have had parents come in 

and say here is the psych report and here is what is wrong. It has changed hugely – parents 

are more aware of special assessment conditions for NCEA. There is a whole business in 

special achievement conditions and it alters costs – money and resources – school has to 

provide a reader writer and provide space to do the work (huge challenge) , provide for 

practise doing it beforehand. We put more money now into the learning support departments. 

We have two teachers who don’t have  class time plus teacher aides.  (Principal) 
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4.2.6 Hoops to jump through to get additional funding 
are felt to be wasteful and distracting of teaching 
resource 

Almost all interviewees felt frustrated with the level of complexity and delay involved in 

different processes to apply for additional funding from the Ministry of Education. 

Sometimes, the nature of the student is known, but the school needs to wait for an adverse 

event before it can access funding: 

From where we sit, we try hard to live within our means , but so much of funding comes in 

forms where we have to apply for it,  which isn’t a five minute job, compliance. Our 

Executive Officer spends 20 hours per week going to meeting s and doing grant applications  

to get funding for these students . For example , a student left to go Australia and has come 

back, so went to get funding for him but we can’t because he hasn’t done anything bad to 

date this year – until it becomes a real health and safety issue we can’t get funding – but we 

know it is a time bomb waiting to happen. (Deputy Principal)  

The frustra tion from the Board’s perspective is that we are always 2 -3 months behind the 

need. We’re constantly re -evaluating how to apply funds, hoping grants will come through. 

We identify a need and try to cater to the issue, but never sure if you are going to be able to 

balance the books at the end of it al l, a lways responding. Board in theory run schools as a 

business, but there are so many restrictions that it’s not really the case, not really like a 

business, we’re constrained by so many other edicts. (Chair of  Board of Trustees) 

Also got impositions, things that we can and can’t spend on, and timeframes for doing 

things – had a student that required showering facilities – but it took six months. Teacher 

aides had to take the student to the staff shower – needs are not met in timely fashion. 

(Chair of Board of Trustees)  

The Ministry will front up for example if we get a student in wheelchair with some money 

for facil ities , but all takes time. Quite a few buildings never had ramps ; three years ago a 

boy in a wheelchair shows up – he had to have access to classrooms – it was a priority from 

the Ministry, but it sti ll took eight months – in the meantime kids were lifting the 

wheelchair – time lag again. Traditionally didn’t  have high need students , but this has 

changed considerably. (Deputy Principal)  

There were specific concerns around ‘interim response funding’: 

Sometimes we apply for interim response funding for a specific kid or issue. But it is so 

much paperwork and then only a small amount. We get dr ibs and drab s through the 

RTLB. Usually this funding is targeted at a p articular kid or group of kids.  (Principal)  

I am meeting with a secondary advisor because we are getting eight new students and we will 

need interim response funding for seven of those. We receive around $700-800 per student 

for teacher aide hours which is supposed to last a term. (…) We’ve got a s ituation at the 

moment where CYF was willing to fund 20 hours support – but interagency issues are 

holding things up – need agreement from the RTLB, has t aken a month and we still 

haven’t had word – in the meantime CYF can’t release the funds. (Principal)  

We have violent kids that need to be supervised or the teacher can’t be on their own with 

the child. We’ve used up our special ed grant , and we say we need extra help and MoE will 
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give extra funding for that i f  we make a good case , but it’s  slow in coming through and it’s 

not enough e.g. 5 hours of teacher aide time hardly covers lunchtimes . What can you do with 

that and who will come in for just one hour a  day? They [the teacher aides] want a job of a 

few days of work not a few lunch hours. (Principal ) 

There were also concerns around RTLB funding: 

Part of the issue is that we could get a new student tomorrow. For example, we got one from 

Australia recently,  and we got a small amount of interim response funding. But it takes 

about 3-4 months to get them into the RTLB service, and unless you have that you can’t get 

special education funding. Everything takes time and in the meantime you are supporting or 

not supporting these students. We want to help all students, and also there have been a 

couple of judicial reviews where schools have got pinged for not providing for students with 

special needs, e.g. case where a school suspended a student for their behaviour – court found 

school was in the wrong, through mainstreaming, should cater for the student – but the 

school had tried to get funding. (Principal)  

It’s a real frustration, we have someone spending 20 hours a week in IEP meetings, a nd 

writing grant applicati ons. (Deputy Principal)  

4.2.7 Concerns that 5YA funding is insufficient to 
maintain buildings 

There were multiple comments that the 5YA funding is insufficient, either because rolls are 

decreasing or because rolls are increasing. Overall, there is a message that capital and capital 

maintenance requires a lot of time and effort from the principal, and (generally) requires 

additional funds. 

The 5YA capital amount is not nearly enough for a property of this nature to avoid 

depreciating the buildings; 5YA is about [$1-1.5M] over 5 years – it ’s not suff icient for [a 

very large area] of old buildings. (Principal)  

We ’ve had a shrinking roll over a long period; it hasn ’t been dramatic but gradual (…) but 

we still have to maintain the property. The property funding is not only based on square 

metres but also pupil numbers. Our classrooms are not relocatable so we have a couple of 

classrooms that are mothballed; the carpets have had it, toilets need renovating, needs a 

paint, but we ’re reluctant to put money in. Our property  funding is tighter – the 5YA 

property agreement is barely enough to maintain what we have. Mothballing is just deferring 

cost; if our roll rises again – which primary school rolls suggest will happen. Our 5YA is 

[between $500-750k]; re -roofing wil l take a ll of that so there ’s no money for anything else. 

The bulk grant pays our support staff, mows the lawns, a bit of paint, curriculum 

resourcing, computers and photocopying . The property grant is to maintain the school; a 10 -

year plan with 5YA coming in five  year lots. We expected a [$1-1.5m] 5YA and got 

[$500-750k]. We are barely able to maintain the property, we can ’t develop it . (Principal)  

We ’re underfunded in property to the point where, without the [foreign country] money we 

would have problems. (…) For  our next 5YA, MoE has a new rule that says no extending 

your building footprint, also nothing for car parks or admin blocks or resurfacing courts. 

We have a 50-year-old concrete court that had eroded over time, with stones showing though 

and causing injur ies such as deep grazes that needed a stitch. So we used $50k of [foreign 
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country] money to resurface the courts. It should be a MoE responsibility – especially after 

50 years – to allow us enough money to resurface the courts to reduce injuries. (Principa l) 

Equipment – our desks and chairs are 20 years old, coming up for replacement. The 5YA 

isn ’t sufficient for full replacement programme, we ’re trying to get charitable funding 

through – trusts prop up our IT needs. (Executive Officer)  

Property – school buildings are re locatables shifted from [nearby location], they had a 25 -

year-life expectancy, but are now in their 34th year. We are constantly mending leaks. We 

have been arguing for the last 4 -5 years, but now we are on the master plan process – 

redesigning the school – hoping to start [soon]. Maintenance issues – below threshold for 

5YA money. A lot of it  is low -level maintenance, like fixing the piping - they ’re not al l 

breaking at the same time. There are more compliance costs, health and safety increas ing, 

reviewing systems. All of that costs money , for example we spent [over $20k] replacing 

smoke alarms, ongoing maintenance. (Principal)  

We plan ahead to spend the 5YA – we have a capital plan, but we removed the covered 

walkways between buildings becaus e we couldn ’t afford the upkeep, now it ’s just concrete 

pads. (Executive Officer)  

4.2.8 Inequities in the approach to property? 
Several interviewees commented on what they perceived to be systemic inequities in the 

current approach to funding property. For example, one interviewee noted an inequity 

between schools with older and newer buildings – while newer schools are built with 

withdrawal spaces; older schools are no longer able to add withdrawal spaces, due to a 

restriction on extending their footprint. 

We had renovated a classroom block with a withdrawal space – for example, for teacher 

aides using it for break-out groups. The MoE “hold” on property money means we can’t do 

it for other blocks. We need withdraw spaces for a modern learning environment. That 

rankles, as new schools get withdrawal spaces as they’re important for a modern learni ng 

environment, whereas we can barely maintain our buildings. In modern school buildings they 

have a space for a small group working with a teacher aide – flexible rooms. It’s partly due 

to our falling roll , but also the rules have changed – schools are no longer allowed to extend 

the footprint, yet i t’s the only way to make a modern learning environment. We renovated 

one block for that, but now we can’t do it for the other two blocks because of this blanket 

rule about not extending the footprint. Well , the  amount of our 5YA is so low, we couldn’t 

afford it anyway. If our roof was in okay shape we could afford it, but with the roof , we 

wouldn’t have enough money anyway. (Principal)  

Other interviewees commented on an inequity between schools with increasing rolls, 

and those with declining rolls: 

The age of a school matters. Schools with an increasing roll – they can add to their property 

under a roll growth scenario, so it ’s new property and so you don ’t have to put money into 

maintaining it for ten years – it ’s a cushion. A school that is not getting roll growth is not 

rejuvenating its property to the same extent. (Executive Officer)  

Also, the [religious organisation that owns the land and buildings] is struggling to keep up 

with building, and financing. At th e other schools, local generated funds are $4M per year. 
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We have $40k – so we ’re not going to build a $5M building. Some of the wealthier 

[religious denomination] schools are doing it themselves. (Principal)  

4.2.9 Frustration from schools with increasing rolls and 
from schools with declining rolls 

Interviewees from schools with increasing rolls felt frustrated that the Ministry was slow to 

respond to roll growth: 

The Ministry is slow to respond to roll growth. Slow to be creative with response. We built 

this block [within the past 8 years] to replace old prefabs. At the time we talked to 

Ministry about roll increase. We applied for extra funding for an extra floor, so that i t  was 

ready to go for next increase but the response was – no, your roll isn ’t going up. (Principal)  

Schools with declining rolls also expressed frustration at significant constraints: 

My tech block burnt down, the amount of [*] I’ve had to go through with the Ministry to 

get rebuild to standard. We had insured ourselves for contents – we’ve sti ll got money in the 

bank for that. But the Ministry was trying to weasel out as much as possible; they wanted 

to replace [size] sq m with [less than half] sq m. The roll here was much bigger when it was 

built. They said you can cover technology i f you do c ircuit boards and welding. We’re a town 

of tradies! We had a meeting with [Ministry off icial], he said that we might have to have 

statutory intervention. I called his bluff, and said you go ahead, I’ll cal l the media. So, we 

ended up losing [a small amount  of sq m]; it was very stressful – they should be on my side, 

supporting me and not my enemy. (Principal)  

4.2.10 Additional expectations without additional funding 
There is also a sense that expectations on supervision and performance management, and 

collaborative teaching, with increasingly individualised planning, has arrived without 

additional funding: 

There is now a lot more accountability on schools. We have had to provide additional PD 

for year 7-8 teachers. A certain level of scrutiny that comes with NCEA. However there 

was no extra funding to upskill teachers around national standards. (Principal)  

When NCEA came in schools closed so that we could do PD. But with national standards 

schools had to provide for the PD. It costs $270 per day to cover PD – cost to cover classes 

and pay travel. (Deputy Principal)  

Onus on schools to have systems for development and PD and trying but cost involved. We 

have got to be seen to do what other schools are doing. Have a marketing budget. Invested 

in [name] student management system – costs time and staff training – we sent staff to a 

national conference to learn how to use  it. Texts for all parents. Looking at phone app. We 

have to keep up with expectations around what parents want. Lots of balls in the air , but 

only [$90-110] donation per student. (Principal)  

There are other trends to be aware of – the actual cost of running schools is increasing, 

trends modern learning environment and changing expectations are pushing up costs  – we 

are not funded for that. Property i s huge. If we didn’t have extra resources building wise we 

wouldn’t be able to manage. We have to be able to provide a modern learning environment , 
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but we have inherited buildings which may or may not lend themselves to education – no 

funding or footprint to convert it. Existing buildings are restrictive. It ’s about being able to 

respond structurally to student needs and parental expectations. We need to be able to 

respond to new modes of operating , for example digitally learning requires a structural 

response as well as a teaching one.  (Principal)  

Expectations from parents 
The other aspect is that parents want to be more involved in school. Far more keen to want 

to come in. To accommodate parents , I end up having late meetings, all of that is time 

consuming. Parental demands and expectations are a lot higher than they were even in 

normal state schools  – it has changed dramatically , and it  influences [resource allocation 

decisions] . I am spending my discretionary account on things like meals for staff to stay  

behind for meetings – have to put meal on if they are here past 5.30pm because they live in 

[city] , part of that is being driven by parental expectations. (Principal)  

4.2.11 Concerns around accuracy of projections and 
timing of rolls 

There were only a few comments on the methodology and process of roll calculations. Two 

interviewees commented on concerns about the accuracy of the projected roll, and one on 

the timing of the mid-year roll, due to movement of seasonal workers at the same time: 

The Ministry does a projected roll – and by and large it has been quite inaccurate – can be 

10 percent out, and then don’t know what the staffin g and funding will be to March.  I do 

my own calculation – it ’s particularly important with satellite schools, got to make sure 

they are funded. If I could punch in an actual roll, then I could get the number. We treat it 

as a bucket of money. They always predict the roll is going to decline. (Principal)  

The quarterly grant kills us, because you get first lot based on numbers, but if the roll 

decreases , so does the money. But if you start with 15 Y13s in Chemistry and end with 7 

you can’t give back text books that you have already bought for them, but the funding has  

decreased. Incurring costs on teaching resources. Cannot forward plan . Can’t cut hours or 

classes in the middle of the year. (Deputy Principal)  

Rolls f luctuate – this year we have gone against trend, the roll has gone up over the year. 

“Gypsy day” – rural area between season workers shift – we lose students usually during 

this period, may also gain a few. It is a terrible time to shift. Disruptive, especially at 

senior levels – happens around 1 June. They are increasingly non -NZ families, e.g. 

Philipinos, Fijians, farmworkers – there has been an increase in the past two year s. Prior 

to that it was mainly other groups e.g. South Africans , Zimbabweans. Now Philipinos and 

Fijian-Indians. Stress with non -English speaking ESOL. We had to increase hours for 

ESOL, but we don’t get the increase until September. It’s good for the roll , but a cost we 

are absorbing. (Principal)  
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4.3 How do the components work together in 
practice: implications of the current 
model 

It’s grown organically, so the question is whether it’s working in concert together: what are 

we encouraging? Is it something in one direction, and something else in another? (MoE)  

This section summarises interviewees’ views on how the various components of the funding 

model are working in practice. 

4.3.1 Increasing gap between low and high decile schools 
School-based interviewees from across the decile spectrum noted a number of distinct issues 

where the way the current model works in practice could lead to advantages for higher decile 

schools, or to disadvantages for lower decile schools: 

There is a systematic drift against low decile schools; salaries; concurrence (MoE term for 

BOT to pay additional monies for doing things like looking after international students) – 

have to apply to MoE for permission to do this; formula works against lower retention; then 

there are the issue of status for principals and teachers. (Principal ) 

As discussed on page 39, there is some confusion as to whether the decile model is intended 

to adjust for differences in ability of schools to raise funds locally, or to differences in 

student need. Given this confusion, this section will highlight comments in relation to both – 

as they are distinct issues. 

Students in low decile schools have higher needs 
Many interviewees commented that students in low decile schools have higher needs than 

those in high decile schools. 

Several interviewees commented that students are often several years behind their year 

level, and – relatedly – that it was harder to get them up to standard. This issue was 

identified by schools at the point of entry to primary, at the point of entry to intermediate 

schools, and at the point of entry to secondary schools, possibly emphasising the importance 

of these transition points for review and assessment: 

Decile 10 Principals will have you believe they’re hard done by, but the money should go to 

the lower decile schools. Some students start miles behind – they could be two or three years 

behind. [Interviewee has previously taught in low decile schools] ( Principal) 

I did see that it was much harder to get kids up in decile 1s than in 2s and 3. (Former 

Principal)  

We work harder than teachers in another [larger or higher decile] school. We deliver a full 

range of credits; we wouldn’t take any credits out because of our low decile; but i t’s harder 

work to get the students there [to the standard]. (HOD Languages ) 

I went from a [very low decile school] to a [very high decile school] – that was a complete 

revelation – teachers would tell me a child had a learning difficulty, or they’d say they were 

difficult –  the difficulties were minor, they’re pathetic really. The big  issue there was that 
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you could have bigger classes, but there were some really bright children who weren’t being 

extended. (Former Principal)  

[Is more required in a decile one school to bring a child up to standard] Absolutely, this is 

the reality and where it gets muddied. (Former Principal) 

The majority of our 5-year olds are below where they should be – some of them are coming 

as new entrants with the level of a 3  year old child; so they have insufficient skills to access 

the new entrant curriculum for 5 year olds and it can take years to catch them up. Their 

oral language can be really low. So we also have teacher aides doing an oral language 

programme; a HEP programme; 3 -4 children in a group with interactive play activit ies – 

it’s designed to boost th eir oral language abilities. It ’s for  20 minutes, three times per week 

during the new entrant phase. (Principal)  

Our FTTE entitlement is based on a formula that doesn’t work that well; we have to keep 

class sizes as low as possible here as there are high b ehavioural, learning and social needs 

in each class; 29-30 kids can be impossible to teach and we aren’t big enough to separate 

out behavioural issues as we only have two Y5 and two Y6 classes, so these kids can only 

be allocated between two classes. We us e our operating grant to fund extra teacher FTEs to 

keep classes smaller; we’re funding two this year. No class is over 24 kids at the moment; 

although there will be growth during the year. (Principal)  

I may also pick up some kids in the morning and bring them in – if they can’t otherwise get 

to school. Or take them home. You’ll ring and some parents will say they won’t be bringing 

them to school today, for some reason, like bad weather or there’s no clear reason. We’re 

happy to support parents though a bad  time, but can’t be an ongoing thing. (Principal)  

Many interviewees noted that problems at home often impacted significantly on students’ 

ability to learn at school: 

There is more unhappiness in the home and more aggression, the teachers there get really , 

really tired, we used to have parents come in scream and abuse and teachers wouldn’t feel 

safe, you get that quite a lot ,  school is often the last thing. (Former Principal)  

Our social worker is funded for 20 hours per week; our overall size may not be larg e, but 

we are very high need; we could do with a full t ime entitlement for social work. The social 

worker can get into the home and talk in a different way than I can , as a school principal. 

She can create change in the home or refer to other agencies and also support some of the 

kids while they’re onsite at school too. (Principal)  

If we all got more funding than currently got – what could we spend it on – we could buy 

tablets for classes, but no matter how you fund , us we would still face the issues of wha t sits 

behind the school gate – you can’t change what is happening at home. It could give us more 

opportunity to expose students to more experiences. For the ones than can get here and put 

that stuff aside, with that extra money we could be preparing them better for life after 

school, but we’d still be caught with same issues with lots of kids living in small houses 

with both parents working in evening. No matter how flash we make things here it wouldn’t 

change that. (HOD Business) 

Others commented on the impact of poverty more generally: 
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There is not a huge difference between higher and lower decile. Where it does make a 

difference is places like the East Coast – they are straight out poor – and they have 

transients – they need more teacher aide time – so they use the operational grant to support 

kids coming in and out of schools, whereas other schools can use that for better resources 

within the classroom. (Former Principal) 

There’s a decile 1A school in [small town] , it’s not a rich area, but as soon as you turn 

into the streets in the area where that school is  – some of houses are tagged, there are no 

fences, cars on the lawn, it’s really depressing . The kids aren’t like that , they’re live ly and 

sparkly, but you definitely see the difference. (Former Principal)  

Other interviewees noted that the proportion of students in each achievement band is 

quite different in low and high decile schools: 

[Differences between higher and lower decile schools] You have the same kinds of students, 

just different numbers at each level. Middle band here is much bigger. At [low decile school] 

there were four quarters. Academic ability one at top one at bottom and two in middle. 

Here the middle is big, and the top is bigger than in [low decile school] , the bottom is small 

but high needs. Concentration of  need. (HOD Technology ) 

Low decile schools have higher costs, and less ability to fundraise 
Lower decile schools have to spend operational funding on basics that higher decile 

schools do not need to: 

You spend a lot in buying exercise books, pencils  – stationery is a nightmare . We lost a lot 

of money when we let them pay it off, so then we gave them a direct debit form, my secret ary 

got it  organised.  (Former Principal)  

Another thing is IT is a huge cost – at [decile 2 school] got pretty much all of it donated, 

got broadband put in through sources, but still had to pay constantly for maintenance – it 

was a terrible drain. When I went to [decile 10 school], I asked who repairs the computers. 

They told me they don’t break  down, the board chair fixes the server every now and then  – 

Apple computers just kept going and going. (Former Principal)  

We provide new entrants with a uniform  – we’ve made it compulsory , otherwise we were 

getting such a mix of c lothing, including a lack  of clothing or young girls in sexualised 

clothes or their mother’s clothes. So a uniform keeps them all being kids and identifies them 

as being part of their school.  (Principal)  

We provide all of the station ery and we provide sandwiches at lunchtime for t hose that need 

them. Every day we start by making at least a dozen sandwiches in the hall kitchen; we try 

to keep it low key because we don’t want parents to think it’s okay not to give their kids 

some lunch; we don’t advertise it. It ’s a fine l ine trading  off with what’s best for the kids 

and trying to make the parents responsible. I try to avoid creating a dependency so that 

parents end up expecting it. There’s also food in the classrooms from Kids Can – muesli 

bars and pottles of fruit or nuts and raisin s for playtime. So there’s no need for stealing 

here as we have food. It’s mostly donated. We’re decile 1 , so a lot organisations approach us 

for pilot scheme; e.g. fruit in schools. (Principal)  

It’s dif ficult for us as teachers to understand the community  as some of the parents have 

different values to us. Their children may not always come first; they’re not always the 
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priority; instead it’s the cigarettes or the drugs. So we do a lot and spend a lot of time and 

money just on pastoral care  – for example, we will pay for an optometrist if necessary; I 

will shampoo kids’ hair to deal with nits or I’ ll take them to the dental nurse if the parents 

haven’t bothered. This is all so the student can actually be in a place to start learning. 

(Principal)  

There are issues that are not being seen to – hearing issues, sight problems and bad teeth; 

we’ve started a tooth -brushing programme and we’ve given kids a toothbrush and we all 

brush together. Some people have said that it’s too time -consuming and we’re taking on the 

parents’ role , but the curriculum for health covers oral hygiene and there are plenty of 

parents around here who haven’t got teeth themselves. (Principal)  

After school sports – no parent will help or coach; they might offer and then not turn up. 

So the teachers have to do it – we’ve got 46 kids registered for touch rugby; they all take 

the kids to games; we have a school van; we bought it and it’s been a godsend. (Principal)  

Low decile schools have higher student turnover, and more transient students, which 

create additional costs for schools to manage: 

So big pressures  – kids need more support, there’s less money in community, and higher 

turnover in low decile schools, some families would move three times in a year . (Former 

Principal)  

Low decile schools are less able to fundraise, parents less able to support in non-

monetary ways: 

Fundraising is impossible; we only do it for student trips by selling chocolates . There’s no 

PTA to help. (Executive Officer ) 

Parents generally don’t participate , it’s an income  thing. Some schools get the parents to pay 

extra, we give students fundraising stocktakes  – to give students and opportunities they 

wouldn’t get elsewhere. (Executive Officer ) 

Did some analysis myself, for  large [city] schools, the amount of money they ge nerate locally 

well exceeds what is available through decile funding. The government generally doesn’t want 

to know about it. (Principal) 

However, one principal commented that low decile schools with students from diverse 

socioeconomic backgrounds were able to fundraise more easily than those with student 

bodies that were more homogenous in terms of socioeconomic backgrounds: 

We have a strongly supportive PTA, but our PTA is dominated by white middle upper 

class parents . We had a quiz night it raised $3k the other night. We had a bottle auction, 

but looking around the room, the haves were all there that night. (Principal)  

The end result is that low decile schools find it much harder to 
meet the needs of students 
Many interviewees at low decile schools commented that they simply struggled to meet the 

needs of their students: 
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My need for money as Principal [at low decile school] was to provide more small group 

instruction for the really low achievement kids, which were quite a number, whereas at [high 

decile school] it might be 5-10 percent. (Former Principal)  

We paid for reading recovery at [decile 10 school] – we paid for 6-8 kids to have reading 

recovery per day = $40k per year. At [decile 2 school] we had no extra. At the [decile 10 

school] gala, we were g etting $100k, we used to have to pay a security firm to take the 

money away. We had $500k in the savings account at one point, so we got a new library. 

(Former Principal)  

Language Perfect is software  – it costs $20 and $5 for workbook; it’s dif ficult to ge t that 

$25 from them; every other school buys the $30 subscription for all language students and 

that gives them access to clips and tests. I can’t get access to even $20 subscriptions and so 

their learning suffers in comparison. (HOD Languages ) 

Our courses have workbooks; we don’t do that here , because of cost. (HOD Technology ) 

Low decile schools struggle to offer the same curriculum breadth as high decile schools, 

which has a particularly negative impact on students who are more able academically: 

Languages have disappeared from a lot of low decile schools. Music is the same. Depends on 

teacher leadership. (Principal ) 

Every school has a range of ability; academically - focused students need the range of classes 

[subjects] and it’s harder in a smaller low dec ile school. The timetable is harder, to provide 

mix of options at the same time. (Principal ) 

In addition, interviewees consistently state more experienced 
teachers tend to gravitate towards higher decile schools 
While Ministry staff had mixed views on this topic, school-based interviewees consistently 

noted it as a feature of the way the current system works in practice. 

Almost all school-based interviewees commented on this as a trend: 

The success of students is based on quality of staff ; some lower decile  schools have staff 

problems; good ones leave because they can get the same pay at a higher decile  school. (…) 

Decile will af fect where people will apply. (HOD)  

New migrant teachers tend to start in lower decile schools in [deprived area] . (Principal) 

Lower decile schools are hard, hard work . Teachers don’t tend to live in those areas ; they 

are wealthier and drive in . I’ve worked in [deprived area] when I was a young teacher , you 

got paid extra to go into those schools; I got a few thousand extra and when I  got there it 

wasn’t as bad as I thought it  would be. It was a big challenge at times , so there was a 

reason for it. (Principal ) 

We attract a good cadre of teachers. We haven’t had difficulty fi lling positions , which is not 

typical of low decile schools. O ther local schools struggle to get any candidates. We have that 

special character that permeates the school particularly between staff and kids, and strong 

messaging. (Principal ) 

Recruiting good staff into lower decile schools – it is harder, I have worked  in a range of 

deciles. Another pot of money to incentivise teachers to co me to schools like ours will help; it 
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won’t be a deciding factor, just influence decisions. Wouldn’t be too much money – there are 

mechanisms in the collective agreement – the “RRR fund” [recruitment, retention and 

reward], but this money has to come from the Board.  (Principal)   

One interviewee commented that the way in which the staffing entitlement was 

calculated tended to give an advantage to higher decile schools: 

Higher decile schools tend to retain more of their senior students , and senior students attract 

more FTTE. (Principal) 

We are never going to raise the standard of the bottom , will never catch up if we staff the 

same. If there are 1000 students in a decile 10 school, chances are it will have more staff 

than a decile 1 school of the same size – as they’ll have a larger proportion of their rol l in 

the later years (and favoured by the staffing formula). They’ll have more staff  than in a 

decile one school of the same size , because of worse student retention. Because the formula 

has a bunch of small bits and pieces, staffing ratios are better. It’s cheaper to educate in a 

decile 10 with a roll  of  1000 versus in a decile 10 school with a roll of 350 . My costs are 

quite high. Lots of small schools need to be shut down all over New Zealand. 80 kids away 

from a school of 500 –  it happens in [small town], etc. they just cannibalise each other. It’s 

not economic, it’s complete disaster. No-one has been game since Trevor Mallard. 

(Principal) 

In addition, principals of low decile and/or schools that are struggling financially have 

less time to focus on improving teaching and learning: 

Principals in low decile schools spend a lot more time on issues other than teaching and 

learning. [At higher decile schools] they don’t have as many of those lit tle distractions. 

(Principal) 

In theory, a principal’s job should be leading learning, but of course if you’ve got no money, 

you’ve got to dig yourself out of the hole . And then of course you’ve go t  to deal with 

property. (Principal)  

One interviewee noted that the level of financial and business acumen on the Board of 

Trustees differed from school to school – and was related to the school’s decile: 

At decile one schools, parents generally aren’t in professional jobs , because you’re drawing 

on the local community . [By contrast],  at [decile 10 school], the BoT members will be 

leaders in business who used to dealing with large organisations  and financial responsibility 

and planning. Here [decile one school], we don’t have that financial and business acumen on 

the BoT; we don’t have that oversight – it would be nice  to have it , it  might have prevented 

the school from entering into some unwise financials agreements.  (Principal) 

Flight from low decile schools, leading to intensification of 
deprivation and low achievement at low decile schools 
There are some indications that students with academic ability are avoiding low decile 

schools: 

Affected by a fall ing rol l here; recently 600 -700, we often take students who are taking 

their second choice; we’re competing with [other school] . More able students tend to go to 
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those schools; our academic portion of students is falling , some students are not motivated, 

even if they have the correct gea r. (HOD English) 

There is also the issue of students from certain demographic groups avoiding low 

decile schools: 

I live locally and find students are moving out of zone for schooling  – it ’s a perception that 

it’s not as good as the other schools . It ’s par tly driven by decile and partly by the colour of 

our clientele, I hate to say it .  (Executive Officer ) 

4.3.2 High level of reliance on international students 
With the exception of one composite rural immersion language school principal, all 

interviewees commented on the importance and/or reliance they placed on revenue 

from international students: 

Without international students we would need to charge domestic donations of $1,000 each. 

[Donations currently set at $250-350]. (Member of Board of Trustees)  

We actively market to maintain that stream  – we are assertive , if we lost that income we’d 

be down the hole in months . We go to agents around the world  – eight years ago 57 percent 

came from three Asian cultures , now it’s America, the EU and Asia. We know the agents 

well and go there regularly and have personal links with families . We have [foreign 

nationality X] and [foreign nationality  Y] counsellors , a homestay co-ordinator and a 

manager of international students. We always have more demand than places we have [190-

220] FTE spaces at the star t of the year , and we have [220-240] today. The l imit is set 

by the board. (Principal)  

Our other income is why we’re not screaming  – we’re fortunate to have international 

students, this bails us out from being a disaster. Without those we’d be feeling very hard 

done by. The fee -paying students bring in $60k per year . We don’t need to market it much , 

we spend a bit – pay a fee to an agent. But we end up with $60k to spend . Two or three 

students stay for half a year to a year , we also have two groups of 20-30 students that come 

twice a year for 4 weeks. It makes a huge difference to have that money. (Principal ) 

We have [number] international students at the moment – usually between 50-70. They are 

in homestays , some with families. We would be bankrupt without them. (Principal)  

Thank God for my internationals . (…) We had no internationals, I got that going. We 

have a maximum of 10 at any one time, two or three  [foreign nationality], fi ve [foreign 

nationality]  but a lot extend (I could have 40 here tomorrow) . Each one of them – if I’m 

not providing ESOL – it ’s $7k profit per year. They come in years 11, 12, 13. I don’t 

want to swamp the school. If I have one or two in a class , that’s great. (Principal)  

In most cases, schools had made decisions around international student numbers and/or 

countries of origin they were generally conscious of minimising marginal cost involved: 

A teacher needs to put in more effort so it may come at a marginal  cost. But a couple of 

kids in a class for four weeks don’t make a big difference. $11-12k for a year per student 

is the rate . We pay a fee to MoE and we get about $10k per student per year. The money 

needs to be used for sensible school purposes. (Princip al) 
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We work out the fees based on the market. We don’t charge as much as in other cities. We 

charge what the market will bear, fees are not directly related to costs. Money from 

international students pays for four teachers plus profit. Pastoral care costs  factored in. It is 

an expensive business. We have a building and five full -t ime staff for international 

students. We make around $10k net on each international student. There is not much 

surplus, after costs such as extra teachers, and market ing. We make about $372k. 

(Business Manager)  

Not constrained in terms of what can be charged to international students  – we seem to be 

at the lower end; we have a bus unit trying to get diversity of students around the globe , but 

it’s been  challenging lately . For students from [foreign country]  – we have more demand 

than space , but don’t want to have the lot from one country .  (Member of Board of Trustees)  

International students c ome for a range of reasons : some are good students in terms so 

ability . But some – such as [foreign nationality] parents – send students away because they 

are an embarrassment  – 40 percent are not high ability. In Y12 English – we have 7 or 8 

classes are over 30 students , then add 3-4 international students, teaching literature , some 

students don’t get much out of it as we’re teaching to fluent English speakers , would rather 

have them in an ESOL-based class. (HOD) 

Several interviewees commented that as numbers of international students fluctuated 

from year to year, they were careful to not increase expectations of local students and 

their parents. 

The [foreign nationality]  come as a tour group; they come into classes and work alongside 

our students for 4 weeks. They’re keen to learn English , but it’s also our clean green 

environment and active  culture – the New Zealand outdoors experience. Some stay for 

longer periods. We’ve also had a small number of [foreign nationality]  students . It’s not a 

regular agreement; sometimes the [foreign nationality]  wil l  say 30 students are coming , and 

they’ll bring 19; then they’ll say 15 and bring 22; and sometimes they don’t come. Ten 

years ago it used to be $100k and they were staying longer. It’s down to the economy and to 

whether the agents can develop an interest there. So it’s hard to budget  for and we use the 

money for “icing on the cake” – although now it’s also being used for core property needs. 

(Principal) 

I would like to put more [foreign nationality]  money into spec ial needs to cover the shortfall 

of the spec ial ed grant and to extend the brighter kids , but I would create an expectation 

that it’s now the standard. So if we lose the [foreign nationality]  money then I’d have to let 

them go and return to the current standard and the community would react and move 

elsewhere and I’m not prepared to risk it , so we use the money for developing facili ties.  

(Principal) 

Several interviewees explicitly made the link between donations being voluntary, and a 

need to attract additional revenue from international students: 

We have nine international fe e paying students at the moment (full fee paying). The reason 

this comes through so strongly is that all schools have been told that they are expecte d to 

have locally raised funds. (Deputy Principal) 

The cost of an essential well -rounded education – it’s public plus private sources . I would 

reduce the [foreign nationality]  money a bit; let ’s say add in 80 percent  payment of school 

donations plus $10k in total of [foreign nationality] money . That’s c lose to what you’re  
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describing [i.e. a good kiwi education] . Let’s say our donations are up from [$15-20k] to 

[$40-45k], then the [foreign nationality]  money really would be all icing on the cake. 

Currently we can maintain and make a small amount of progress . It worries me that the 

[foreign nationality]  money is topping up a lack of parental donations and we worry that 

we’re dependent on it. $100 per student on top of public funds would maintain what we’ve 

got; to improve it  a litt le bit more – say equivalent of $150 per student, then I wouldn’t 

worry. (Principal) 

ERO will say we must state it’s a “voluntary” donation which is the same thing as a 

donation. A “donation” is no longer good enough. I have to say that past parents have 

made their contributions and we now have the benefit of the library etc. Even if we co uld get 

80-100 percent uptake of donations, we could probably manage without the [foreign 

nationality]  money. (Principal ) 

Two interviewees commented that not all schools are in the position of being able to 

attract international students: 

But I’m in the position, I’ve got a [desirable geographic feature] , I’m in [name of town]. 

Our internationals come and they have a great time. The [foreign nationality]  don’t want to 

go home. I do a bit of work helping at [two other small towns] – they jus t don’t have that 

option there. (Principal)  

We struggle to attract as many international students as before as other schools nearby are 

in the market . We offer outdoor education and it attract s [foreign nationality]  students – 

they’re looking for a New Zealand experience , that’s a source of attraction. We spend the 

international student money on property; $2  million in funds over ten years. It’s allowed for 

some upgrades outside of the 5YA funds  – some things are not covered and we’ve paid for 

it. (Executive Officer) 

4.3.3 Competition between schools for students appears 
to be having a number of negative side effects 

While competition generally leads to lower prices, greater productivity, and improved 

selection and/or quality in standard markets, almost all comments interviewees made relating 

to competition in education were in relation to negative effects. 

This links back to two features of education: 

• There are information asymmetries and gaps: 

 It is inherently difficult to ascertain quality. 

 What is known about quality is subject to information asymmetries – schools know 

more about quality of teaching than parents do. 

 However, parents and students are able to ascertain information on elements such 

as curriculum breadth, extracurricular offerings, and school decile. So, judgements 

are made on this basis. 

• In many areas of New Zealand, logistical/geographic considerations mean that many 

students have a very limited set of options (if any) – meaning that “free movement of 

students” is not realistic. 
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Several interviewees noted that pressure to maintain or grow rolls led to schools making 

poor investment decisions related to marketability of the school rather than developing 

student knowledge: 

A certain amount of competition comes into it. The schools  can’t afford to do less – as the 

kids will just go elsewhere, as there is a whole lot of space in urban provincial  schools . 

(Former Principal)  

Could deliver? Yes we could – we would scale back and water down – would be really back 

to basics – can’t offer music, can’t attract the kids – as a competitive model. Had 

unintended consequences, where schools are spending operating grant to market, to attract 

kids. (Principal) 

Other interviewees commented that competition was leading to inefficient use of the 

network in some cases: 

The competitiveness of schools is an issue . Politicians push it as competition is intended to 

make schools accountable. But if parents wanted, they could go down the road and this site 

would be underutilised. If the rules said “this is t he zone and local kids must come here” 

then we would be better utilised; we probably miss 10 -15 percent of students from primary 

schools as parents take their kids to be close to where they work; it’s not because we’re a 

poor quality school. (Principal ) 

So it may not be ef ficient from a system point of view. “Personal choice” is the culture and 

it’s arguably got out of hand, as some schools are underutilised and others are bursting at 

the seams. [School A] is bursting but [School B] has empty classrooms, bu t there is no real 

difference in the quality. (Principal ) 

Several school-based interviewees were clearly very conscious that there was a direct link 

between curriculum breadth and ability to attract students (and the funding that comes 

with having a higher roll) – particularly at senior secondary level: 

We are choosing to run certain things to attract students; we do survey our “customers” 

every three years; we know we have year 13 girls coming from [other school]  for [certain 

types of classes] ; not just class but – [type of school] standards. (Principal) 

In a sense we are in competition with town schools so we try and offer as broad a range as 

possible. Majority of parents expect extracurricular activities and we cater for them as much 

as can, voluntary but  never really ful ly sel f -funding, covering staff or not doing something 

else, still a lot of good wil l in teaching and in schools and a lot of unpaid work done e.g. 

staff covering for other staff volunteer in their non -contact time, or coming in on Saturda y. 

Most teachers don’t mind. More reliant on parent volunteers but have to vet them properly. 

Admin costs have gone up. Support costs are higher – because we are managing students we 

wouldn’t have otherwise – some would have gone to [name of special school ] instead. 

(Principal)  

If we don’t offer level 3 physics or calculus, year 13 kids can drive and will go to another 

school; we have to keep those academic kids. (Deputy Principal)  

4.3.4 School accounts are not reported in a way that 
enables the Ministry to develop a robust 
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understanding of how schools are spending their 
funds 

One interviewee noted that the lack of consistency with which accounts were reported meant 

that was a very limited information base available on school expenditure: 

One of the real problems around school funding is that school accounts are idiosyncratic – it 

depends on how you code it . For example,  BYOD won’t show in the accounts , sports 

uniforms – if the schools buy and rent them then it’s income and expense  – versus if they 

buy and give them out, – or i f the parents pay outside the accounts. Chances are, in lower 

decile schools, it is an expense line. Can make quite a difference – could be a $100k 

difference. (Principal ) 

4.3.5 Concern that national standards results reported by 
primary schools can’t be relied upon and that they 
don’t have the infrastructure for good student 
management 

There was general comment at the points of transition into intermediate or college years that 

there is considerable variability in the reporting of student performance. Some schools were 

accurate, others were not. This variability made it hard to plan for incoming cohorts and is 

increasingly a point of discussion between schools when that discussion can be had. 

At year 9, a larger proportion are at or below the standard. We can’t trust the primary 

data. One of the [suburb] schools says 90 percent is above national average – versus a very 

good one is stating 75 percent. When we do asTTle and PAT, there are a significant 

number below. As our decile has fallen, the proportion in the lower quartile of tests has 

gone up. (Prinicpal)  

4.3.6 Significant potential to improve principals’ financial 
management capability 

The role of Principal was agreed as critical. In secondary schools, there is more infrastructure 

to support the Principal. There is less infrastructure in primary schools and financial 

performance is variable. 

A lot of the way budgets are organised in school s, it comes down to how good the principal 

is – if really tight with the cheque book, can spin the money out quite well. Used to make 

by HOD to put bids in. Would sit around and negotiate. I was democratic, we would 

negotiate, wouldn’t say that every principal does it that way. Can get caught out with 

unanticipated costs – I used to keep quite a lot in the bank. (…) The principal runs it, no 

matter what they say about BoTs.  (Former Principal)  

Interviewees commented that as principals are masters of their own destinies: 

Activities could be dif ferent – approach could be different. You might have two schools  that 

are both decile five, one shocking, the other not. Much comes down to the individual choices 

by principals and staff about how they work their school, they might just rock on and put 
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up with it, they might not spend more money. Every school will deal with what come s in 

front of them differently. (Former Principal)  

I thought it was really important kids came to school every day – so I used ops funding to 

employ a full time attendance person – he was stunning, I would run the school with 94 

percent attendance, my kids came to school in part because of the money I spent on him, so 

stayed longer, roll goes up – I valued the amount of money I spent on him . Individual 

principals are masters of their own budget . At other schools  individual teachers will phone 

up [students who haven’t turned up] each night. But as a principal , I had the freedom to 

use it; I could have put on a flash party at the end of the year instead. (Former Principal)  

Conceptually, there are two core capabilities required of principals in terms of financial 

management. 

Firstly, capability to make appropriate resource allocation decisions involves standard play-

off decisions, like deciding between buying more books for the library, employing a teacher 

aide, or a part-time teacher. There were no concerns expressed around principals’ capability 

in this area. 

Secondly, principals need to have financial management capability. This involves more 

strategic decisions to improve efficiency of the school – like whether to ‘share’ a teacher with 

another school, or ability to take advantage of staff banking, or ability to set up inflows of 

international students. There were several comments suggesting significant potential to 

improve principals’ collective capability in this area. 

Thus, there is a need for principals to not just make trade-offs, but also more advanced 

financial management capability. However, in reality principals can sometimes be left 

with relatively small amounts of discretionary funding. In the past it may have been possible 

for principals to get by on their abilities to make resource allocation decisions. However, in 

an increasingly constrained fiscal environment, it seems that their financial management 

capability is being called upon (and will increasingly so). 

Issues of poverty makes everybody work harder, you don’t go to [low decile schools]  unless 

you think equity is important.  They have to go the extra mile for fundraising; even with 

decile funding is hard to make ends meet. Can do bread and butter, but i n order to make it 

fair and possible for all kids to have all things – so run uniform shop, run canteen, massive 

book sale, brings in great deal of money, can use for funding kids that couldn’t afford it, 

also had a trust that raised for, also got lots of international students. Even in those cases, 

donations in those schools are very low. Could usefully look at donations per student at low 

versus high decile schools. (Former Principal) 

Some principals get themselves tied up in contracts with people, the school had to get loan 

from the bank to pay staff – that is terrible  – need to get NZSTA in and go through 

letters of appointment and see if you can break them. (Former Principal)  

Surplus came off working with operational grant carefully and staff banking – might have 

entitlement of 10, and may be working with 9. (Principal)  

However, many are under pressure financially and a Ministry regional director reported 

around 100 schools out of 620 were in “workout” with 15 to 20 under “close watch”. 
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When I arrived [there had been a lot of issues between Board of Trustees, former principal, 

and senior management], I asked the question, “What are the state of the finances?” They 

said well, we’re running a small deficit , but we’ve got money in reserves. They didn’t 

understand the size of the deficit – it turned out to be $190k. It took us the best part of 

four years to get back in the black. It was bread and water until then though. (Principal)  

There are particular concerns around cash management capability: 

I’m concerned schools are not focused on cash management – schools get into trouble with 

cash management. There’s a quarterly payment from MoE , it’s okay for ops but it ’s the 

capex items – use up cash reserves , salaries are in and out monthly, maybe the op grant as 

well . We’re not allowed to have an overdraft at the bank  – maybe just a short term one 

during the year . International students pay up front – a large float ,  income in advance sits 

on term deposit , it’s a comparative advantage . (Member of Board of Trustees) 

There’s time on financial management, when a school gets to a certain size it becomes a 

small business in its own right . Some people running them are not suitably qualified. (…) 

The financial department here is strong , but needs to be more transparent in terms of 

sharing information . MoE is always focused on the annual report and accounts , they never 

required a cash report (until next year) , need to report how you use your cash; boards need 

better management accounting [capability] to make better decisions. (Member of Board of 

Trustees) 

Others commented that there are very few controls in the current system: 

I think a lot of principals are not very good at managing money . When I first started an 

auditor said 30 percent [of schools] had irregularities, some intentional some not. For 

example, people not knowing about banking staffing which is a cash cow that everyone 

should know about. I learnt a lot from necessity. Since Tomorrow’s Schools, schools have 

got a whole lot sma rter and nicer, in old days they were painted every 12 years, now they’re 

beautiful, the expectations are up here, but we need to upskill the people who are 

monitoring budgets. The of fic ial line is the board treasurer does it , but they don’t do it , a 

lot are not very skilled themselves, they only get the end of month accounts. So we could use 

what we’ve got better. (Former Principal) 

It’s not what a student costs, but how the principal approaches it, actually there’s no 

controls on that. Unless the principa l has a very strong board that says you’re going to do it 

my way. 700 schools have fewer than 200 kids – they don’t have accountants on boards, so 

the person with biggest tertiary background often is the principal  – [the BoT members] are 

lay people . So, in many schools the person who makes the school run financially is the 

principal, not the board. (Former Principal)  

As a governance model , if you were running a [multi-mill ion dollar]  company would you 

pluck some employees and put them on a board? This is what the school model is. If you 

wanted schools to be successful – you’d have experienced board member s to oversee “the 

business” . (Principal)  

It would be useful to have  access to a group of principals who have a premium record of 

financial management and lifting student achievement – you need people who can do both – 

it’s not just a f inancial thing, but you need to be able to juggle and prioritise money going to 

where it will make most difference. Pure accounting isn’t what is needed. Need to be able to 

think it through – if I cut here , what can I do, and will it  make a difference?  Not just 
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financial management. It’s a question of what is the b est use of resources to best lift student  

achievement difference . (Principal)  

The Ministry only gets involved in extreme cases of financial mismanagement or 

difficulty. There is a strong sense of ‘hands off’ approach from MoE in terms of how 

schools spend their operational funding. This is in line with Tomorrow’s Schools. 

The decisions are their own until they fal l on their face. (MoE) 

One of the issues is that it’s not dollars to them, they don’t think about it as dollars unless 

they’re paying for it . We provide an entitlement for staffing; schools can choose to use the 

money however they see fit as long as meet legis lat ive and collective agreement requirements, 

they decide. So we have very little interest how they money is used. (MoE) 

We pick up the info from the annual accounts, unless we find out during the year, so we’re 

behind the eight ball. (MoE)  

I don’t think many principals understand the financial side of things unless they happen to 

have an accounting background; you have to learn as you go, unlike a CEO. If you haven’t 

got a board that supports you , that’s when schools get into trouble. Financial capability 

support would be good. (Principal ) 

There is some early support available for Principals such as the Aspiring Principals 

Programme or the First time Principals mentoring programmes, which provides 18 months 

support. After that it is up to y ou and your Board to find [professional 

development/support] . It’s d ependent on what can your school afford.  (Principal) 

4.3.7 Poor coordination, and lack of intervention options 
in the broader social sector are leading to missed 
opportunities 

Several interviewees noted that problems with co-ordination and lack of options for broader 

social sector interventions was leading to students’ potential being wasted.  

One of my girls was capable, she was bright, she was sharp, her mother and mother’s 

partner were alcoholic, there was usually a punch up at night, in the morning she would 

fossick to get e ftpos card, go to supermarket and get bread or milk, fridge had brok en. This 

kid was dealing with it. One day she was late and I asked why. She said you don’t want to 

know – there was a huge party, blood all over the place, didn’t want brother to see it. She’s 

now 21 and having her second child, but she was capable, she wa s bright. She got NCEA 

level 1. (Principal)  

I’ve got issues with 4 -5 kids for whom attendance is an issue, all about 50 percent  or below 

and it’s parentally condoned. There is no mall here, they’re hanging around at home, and in 

each case it’s mum on her own, and in the end the fight becomes too diff icult for mum and 

they just give up, it’s really sad. We set up support systems as best we can, but if mum’s 

not prepared to say get your chubby [*] out of bed – if kids have figured out that mum will 

give up, that’s an issue for us. It’s a small proportion. The kids who fail at NCEA level 

1, some it might be a 3-4 year journey, the ones that fail its almost 1:1 relation between 

credits and attendance. So I say to kids, if  you want 80 credits need to be here at l east 80 

percent of the time. So I’ve got these kids, I can report to truancy services if under 15.5 
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years. We might see the truancy officer once or twice a term, they’l l improve for a day or 2, 

then it goes back. (Principal)  

One came back as 22 year old trying to complete part time credits to get level 2. She was 

doing 3 courses with us – but her social welfare person said you have to be looking for 

work. So had to drop out. She only needed about 15 credits to complete leve l 2, but the 

system said no. Need to take a long term view – give her a year or six months – ask me if 

she’s turning up, if not fine. (Principal)  

4.4 What is included in a good kiwi 
education? 

Interviewees found it difficult to explain what a “core education” meant. All were clear a 

good kiwi education meant more than literacy and numeracy, but it did include literacy and 

numeracy: 

It’s about the core things, such as reading and maths, but students should also have 

understanding of art and music and dance , and so forth; they should be problem s olvers and 

they should be able to understand tech,  it’s the richness of world -class NZ curriculum. The 

[foreign nationality]  would love to have it and we’ve talked to them about it; our 

ambassador in [foreign country]  is asked about the NZ curriculum and t here is respect for 

our teachers for the richness and breadth we offer. (Principal ) 

There is this issue of what trying to produce out the end, a range of competencies, some are 

intellectual, some are other things – it’s not always the dux that does the bes t in life – some 

don’t make the transitions, a whole lot of other things – to be able to leverage their 

intelligence and ability. (MoE) 

4.5 Cost and quality drivers need to be more 
strongly reflected in funding 

Interviewees identified a number of issues related to effecting cost structures that could be 

addressed in any revision of a funding model. This “rough justice of decile funding” does 

not appear to account for several issues identified in school cost structures currently: 

• Insufficient funding and support for a small number of students with behavioural 

issues. Most schools identified these students as expensive either in terms of smaller 

class sizes and/or additional teaching support and/or additional teacher aide support 

because of behavioural issues. The number of students in this category it seems is 

difficult to estimate, but is more likely to be 2 percent rather than 4 percent. 

• Insufficient resources, including teaching resources to manage a larger cohort (20 to 30 

percent of students) with mild to moderate learning disorders or behavioural issues. 

Many of these children are not identified in lower decile schools. These students need 

to be taught in class because of the number of them, but generally need some 

“boosting” in literacy or numeracy. In lower decile primary schools, the issues are more 

intense as students arrive without being school ready, which may require one-to-one 

interaction not available in the home environment. Within this context, interviewees are 
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finding the RTLB to be a much more limited resource and model than embedding the 

skills in the teaching community. 

• Difficulty of investing sufficiently in student assessment and performance, unless the 

cohort of children is sufficiently large (seems to be around 100 in a year group) with the 

required structure of stronger management with more pedagogical and supervisory 

depth. 

• Difficulty of investing in the infrastructure for vocational training which may, in turn, 

motivate students to stay longer and to earn educational credits in pathways such as 

construction, service industries, and manufacturing/technology, through a trades 

academy. The secondary school would appear to need to reach a mass of around 1,000 

students to sustain this academy because of the reduction in participation in other 

subjects. Also, some hump investment might be required and consumables and light 

equipment are likely to be beyond the reach of these typically provincial, rural or low 

decile schools. 

4.5.1 The model needs to sufficiently reflect the fact that 
some students have much higher needs than others 

Many interviewees commented that it was difficult to access funding, and that where it 

was provided, the level was insufficient to meet the needs of students. 

It’s the next group down, that is the problem – autism, anxious, some learning needs – 

always quite a band of those k ids. No funding and no support.  (Principal)  

Several interviewees noted that it would be better to adopt an investment approach – of 

recognising and responding to student needs early, rather than leaving them to develop into 

larger issues. 

Learning difficulties lead to behavioural difficulties – needy kids from needy families.  

(HOD Learning Support)  

We should be taking an investment approach rather than always looking at the cost . It  

would be fantastic if s chools were given the resources to look after their kids; there should 

be an acceptance that school is not just about education . Just because they come to school , 

doesn’t mean they will learn – if they have other things going on with their health, parents 

– if they aren’t right they need support – we should put the support into the school because 

that is where the kids spends their time. There are so many kids that are sad; you can’t 

learn when you ’re sad. (Principal)  

[Causes of low achievement?] Here we don’t have a lot of it. Usually specific learning needs 

of kids who are absent a lot.  Some students who have severe mental health issues are not at 

school much, if at al l. We are seeing reasonably significant numbers of girls with eating 

disorders. They need wraparound services and it would be good to be able to do it here. For 

example we have a physio that comes in once a week – this has made a huge difference with 

kids not having to leave to go to that. Mental health issues are as intensive as a learning 

disorder. These would be high performing girls , but that has a big impact on their learning. 

We see issues of neglect also , which is costly on guidance counsellor and dean – staffing 

time. Would like to be able to provide more comprehensive support – for example employ a 

social worker.  (Principal)  
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Several interviewees commented that student needs are increasing: 

ECE has impacted on the streng th of the institutions around. We have been of the opinion, 

the kids who come through the gate are our starting point – if poor language, or poor social 

skills. (Principal)  

We have a very different kid now too – shorter attention spans – parents aren’t having 

discussions with them anymore. Getting stuck with kids who are having trouble stringing a 

sentence – particularly the boys. That is not going to change.  (Principal)  

There is more demand on Learning Support for basic literacy and numeracy than there was 

in the past; but conversely, had no suspensions this year; wouldn’t  have been the case 8 

years ago, but less demand on pastoral support.  (Principal)  

Types of students who require additional resources 
Interviewees were asked if they could describe any particular groups of students who 

required more resources than other students. This might relate to direct costs – such a 

employing a teacher aide, or providing lunch for a student – or to indirect costs, such as a 

student who requires significantly more teacher time than other students. 

The table below provides a summary of interviewees’ responses to this question. It should be 

noted that many students who require additional resources will have more than one of the 

characteristics listed below. 

Issues related to poverty and/or home life 

Transiency 
Sometimes parents can’t handle the kids, so go to grandma for a few 

months. A lot aren’t state housing because HNZ won’t have them. 

Sometimes they go north during cannabis picking season. It’s quite 

important to have everyone there on [roll dates]. “I did some studies 

on transient children – looked at the number of schools they’d been 

to, i f had been to more than 5 schools, the reading level was lower 

than if had been to 3, also more likely to be on the behaviour register 

– swearing, grievous bodily harm, 50  percent higher chance – all 

those kids cost time and money.  (Former Principal) 

I couldn’t just get any [teacher aide], needed to source the right 

person for behaviour, she was a strong member of Mā ori community, 

didn’t read or write herself, she’d keep the kids calm, after me they 

replaced her, they left – “learning and not hurting  other people” a lot 

of these kids lack a regular parental relationship, so have to look at 

what’s the problem here, on the surface its bad behaviour, but what’s 

underneath, most of these children have really poor inter -

relationships, if you’ve got someone  who can drop everything and go 

to them, and has a special way of managin g kids, that makes a 

difference. (Former Principal)  

I had a family, they were diabolical, in [small town] they went 

through three schools in a term in [small town], the family went 

away, one day the kid rang up to talk to his teacher, was wanting to 

come back as he felt secure. Kids generally don’t l ike moving schools, 
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usually shy and upset or become aggressive quite quickly. Some would 

say don’t give [a transient child] Reading Recove ry, but I would say 

at least he’ll get good teaching for that month, could end up being a 

leaver not all. (Former Principal)  

Transience isn’t necessarily behavioural – can be people who move for 

work, could be fruit picking or shearing, take kids with them, that 

costs because of time it takes to bring up to speed, some schools put 

on extra classes. Is probably related to family violence – tend to be 

skewed to the poverty end. We would get more stand downs and 

suspensions out of lower decile schools. Although, having said that, 

some of those schools are the best and most caring schools, as less 

quick to react. (Former Principal)  

Truancy 
Students that don’t attend often; spend time to chase them up ; 

families may not see it as an issue to ensure kids at school each day. 

They may lack bus money; truancy issues related to poverty (HOD ) 

We have an academic mentoring system – teachers have around 15 or 

16 – senior school, the Dean is tracking against NCEA, and work 

with the mentors to chase up, offer holiday programmes – do some 

credit farming. Not as foolproof as you have in a primary school. 

Mentors all teach but only one fifth or one seventh. Easier for the 

kids to slip through and the kids are good at slipping through. There 

is a correlation between student need and worst attendance. Up 

north, days where kids are not turning up – 50 percent could be 

away. Shifts a lot of ef fort away to even NZQA fees, even have to 

visit the kid’s  home to collect . Student support, pastoral care. 

(Principal) 

Issues related to behaviour 

Students who 
cannot be in an 
ordinary 
classroom 

Difficult to sustain small col leges – they have a high number of 

international students – tens of thousands – used funding for 

extremely good student support centre ($60k per year) – where kids 

can go out of c lass – keeps kids in school, keeps them learnin g. He 

is going to have to disband that as the school gets smaller. (Former 

Principal)  

Where students cannot be in ordinary classroom without significant 

support or have to be taken out for significant part of school day – 

in that category have around 10 – not in classes significantly 

supported. (HOD Learning Support) . 

Behaviour and learning support. IWS wrap around service – one per 

cent. Some significant learning and behaviour. All have learning 

assistants, group and some one -on-one, boys group specialist teacher 

for three of them. That is just part of it , but know what is coming 

next year – one school has four kids with significant issues. Have to 

start transitioning kids – Ministry provided extra teacher for them. 
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It’s b ig for this cohort – lump. Do tend to col lect CYFS kids – they 

tend to come with issues, but not always. (HOD Learning Support)  

Students who 
are very 
disruptive 

There is another category of about 5 where there is constant 

disruptive behavioural problems – mostly boys , the referrals are all 

for boys, di fficult  backgrounds, issues of poverty and parenting issues 

– circumstances of parenting. Not a decile issue – [but there is] 

concentration in low decile. This group harder to identify. They can 

be in a classroom, but need a good RTLB programme. (Learning 

Support HOD) 

It’s okay if only a few; becomes an issue if it’s a large number within 

the class. A problem child can gain support from other students in a 

poorly behaving class; put them in a better class and they will behave 

better . (HOD Languages) 

One thing that costs schools is behaviour – attached to family 

background, tends to be linked to poverty. (Former Principal)  

Students with special education needs or conditions 

Special 
education 

We have about 10 students; these are the ones that require special 

education. (Learning Support HOD) 

Most needy get ORS funding – top 1 percent funded separately by 

the Ministry (high or very high) staffing per child and then some 

teacher aide time, some consumables (small ). Have 2 ORS kids each 

year, low numbers 6-12 hours of teaching time. Not mater ial. Roll is 

1350. Expect a few more but don’t have a unit, [other school] has 

one. 4 girls have ORS funding , but don’t get i t because visually 

impaired – money doesn’t go to the school. We fight to get  0.1 

funding just so can co -ordinate something. Don’t have a choice , have 

to offer them something. (Principal)  

Mild to 
moderate needs 

Kids that are on the cusp of special education, that is a cost that 

they are sometimes expected  to carry out of the operational grant . 

(MoE) 

Then you have the moderate needs kids – below to well below, also 

needed a lot of extra help, paid and trained the teacher aides. We 

only had space for four kids in Reading Recovery. We trialled 

different things, it’s the connection of a whole lot of stuff, teacher to 

set goals, then work with the teacher aides, monitor it, i f they’re not 

making progress stop and do something else. I gave one of teachers 

extra money to monitor special needs. Special needs is a b ig issue in 

primary schools. (Former Principal)  

Another group is RTLB referrals in for those. In the RTLB group – 

approximately 6-8 with learning needs, for example would have 

reader writers for assessments, classroom differentiation and 

tracking. (HOD Learning Support) 
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Issues related to psychological health 

Stress and 
anxiety 

Four years after the earthquake , adolescents are really suffering; 

some were in primary school at the time and got stuck there for 4 -5 

hours – really affecting them now. And then they come here and it is 

costing heaps. Our guidance counsellor is under real pressure. At the 

moment we have employed a second one part -time two days, of which 

the Ministry is only funding one. Have to have that to support 

because we have students with high anxiety levels, we have had three 

kids on suicide watch. (Deputy Principal)  

Further on during the year, some kids have almost finished the 

syllabus and some haven’t achieved anything much; had a couple with 

anxiety about coming into school at all . (HOD English ) 

Mental illness 
Some students have mental illness - it meant internal and lunch time 

talking with them; they wanted to chat with a teacher mo re than a 

counsellor they didn’t know; takes more time each ear; kids are 

needier . (HODs) 

Students with lower abilities, or specific learning deficits 

Students who 
need a boost in 
a particular 
area 

Where there is a big learning deficit – at Y7 and Y8 you can take 

them out of the class room and work with them give intensive support 

at the right level. Boosting. Learning assistance – variety of 

programmes – lots of movement and repetition for students with 

dyslexia and lots of activities . It ’s making a diffe rence. And at that 

level taking them out is not making them fall behind, whereas at 

years 9 – 10 you would be worried about them missing class and 

getting behind. (Learning Support HOD) 

Lower ability 
classes 

We make lower ability classes smaller to give more individualised 

help for poorer preforming students. [Name] teaches Y13 support 

class in English , class size matters for students with learning issues. 

(HOD) 

Students with needs related to their ethnic, cultural and/or 
language background 

Ethnicity 
Certainly, the intake data, the [ethnicity]  kids have much poorer 

data. They arrive behind and that is a big issue , but there are not 

significant behavioural issues. [Other ethnicity]  have higher 

behavioural issues. (Principal ) 

ESOL 
The other area is ESOL – they are identifiable. (HOD Learning 

Support) 

Similarly, it should also be noted that schools have a very wide range of approaches and 

levels of success in providing services to these students: 
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One thing I have noticed, since I came here from [another school] – there the Departments 

worked in isolat ion – here there is a good wrap-around system, kids are identified in junior 

school – the year sevens and eights are integrated and identified and helped. Not the same 

lifeboat mentality here – collaborative whole of school approach. Gateway co -ordinator 

comes into the school. (HOD Technology)  

4.5.2 The current model needs to reflect the fact that 
education is continuous and cumulative 

Several interviewees mentioned two key issues that support the idea that the cumulative 

nature of education is not currently adequately reflected in the funding/policy arrangements. 

There were several references to ‘kids leaving primary school not able to read’ and, relatedly, 

that transient children end up significantly behind their peers. 

The kids that are left out worry me, e.g. kids don’t read, to me that should be the 

community responsibility, to me the school should be taking responsibility for that; 

community has to stand up and say it’s about the kids. In [name of suburb] , they were 

coming out of the primary, going to the intermediate, but the intermediate had written them 

off before they arrived as all they could do was fight with knives. “ Letting kids fail” –  if 

you really believe that, you’ve got to do it di fferently.  (MoE) 

Have interviewed 13 principals [trying to f ind a place for a child], have a principal who 

will take the boy, hugely inclusive, cares about the kids, it ’s costly and going down the tubes 

because of it, low decile should not mean low achievement. ( MoE) 

We want schools to take the funding they get, want schools to do the job well for the kids 

they have, be inclusive, need to find a way for schools to accept that the child that comes in 

the door is their responsibility now and for all time (some will make argumen ts about the 

safety of others) – so that they can’t say they don’t want him. We need a lever rather than 

barrier for schools to want to keep children in, so that children wanted to stay there. It 

would solve some of the transient stuff as well. (MoE) 

You can’t say thank god we’ve got that l ittle trouble maker out to college , he can’t read and 

he can’t write. (MoE)  

4.5.3 The current model needs to adequately recognise 
known economies of scale, geography, curriculum 
breadth, school type, and student ability 

Interviewees also commented on a number of characteristics that led to either economies or 

diseconomies. Many of these characteristics are currently included in the funding model, in 

some form. 

Economies of scale 

may be greater than 

currently modelled 

If we doubled the school overnight , we would get economies of 

scale. We could take 800 students on this property and we 

wouldn’t need to double all the support staff etc. , maybe an 

extra office person; but the tech c entre would come under 

pressure, there is a dance studio and music practice rooms and 
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visual arts room etc.  so a larger school may not handle it;  those 

facilit ies are loaded already. (Principal ) 

Scale of around 1,500 students goes pretty smoothly. We still 

have a librarian – we would still need one and a bit if there 

were 1,500 students; we’re around [600-800] now and still ok, 

but at 250 students, then it would be really difficult. 

(Principal) 

Governance is a small cost, but is 5 or 6 times as much as 

[much larger school] per student. (Principal ) 

We have music through to level 3 – we have 10 macs, because 

there are 10 kids. [Much larger school]  has 15, but they are 

more fully uti lised. Same for media studies. (Principal ) 

Another issue is buildings, things like technology rooms don’t 

get used every period in a smaller school [but the stock is 

similar]. (Principal ) 

It’s to our benefit to maintain a thousand. A thousand gets to 

specialist teachers – e.g. a maths teacher/science teacher – is 

good for pastoral systems as know them personally. The deans at 

each level get to know them and can identify home difficult ies. 

(Principal) 

Always run lean on staffing , but 200 students down doesn’t 

have much impact on staffing costs; just like 20percent more 

students doesn’t mean 20  percent more costs, including teacher s. 

(Executive Officer ) 

School size is a problem; having the same facilities is harder for 

small schools. An intermediate school gets extra funding for the 

tech curriculum, but if you’re  a full primary with Years 1 -8, 

you don’t get that tech funding  so the ability to of fer that wider 

curriculum is reduced. Those schools tend to send kids to 

secondary school for tech training and the quality is ok , but it’s 

not tailored. (Principal ) 

We’re built for 1,150 but have 750; but we’re using most of 

our space; not many classrooms shut down because it’s more 

effective to have a teacher with a homeroom rather than moving 

teachers around. (Executive Officer ) 

Diseconomies of 

curriculum breadth 

Main cost in staffing is that if you want to do anything extra 

for the kids , you have to buy staff time. Dean is released from 

one senior class = $14,000. Most inflexible part. No thought 

given to breadth of subjects – need staff. Every school should 

have a Te Reo teacher , but it doesn’t happen. Things that could 

do with staffing,  that could help. (Principal)  
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We have had a huge increase in science numbers in senior 

school. We have increase by one class in every science; 

Chemistry, Physics, Biology and Main Science . This has an 

impact on budget.  (Principal)  

One of the balancing acts  we have is getting a good deal for all 

concerned. We’re quite lucky as an area school, our staffing 

formula allows us to run really small subjects – we can have six 

kids in level 3 chemistry. (Principal)  

We’ve overspent teaching budget as had to get extra  teachers to 

maintain the timetable (may be funded out of operations grant). 

(Executive Officer ) 

Diseconomies of 

geography/distance 

are not reflected in 

the current model 

Distance – funding is same for PD – doesn’t take into account 

for travel. Required to go to course in town, have to cover their 

mileage if they claim for it. It needs to be built into the formula, 

what it costs to move students. STP students – it costs $24,000 

to get the students into town, part of the deal is that gets 

funded. Option to set up hub down here. (Principal)  

Economies and 

diseconomies of 

student ability 

Year 9 – we have two higher end classes; those brighter classes 

are larger; the students sit down and get on with it; those can be 

over 30 students. Whereas 25 students is a big senior class 

here. (HOD) 

Within the staffing we have got – do everything you can – jig 

around with staffing for courses and needs – there are some real 

issues in schools such as [this one] – every school has a range of 

ability, in a school such as [this one] the proportion gets smaller 

who do French and Physics. (…) For example,  there is one 

economics course. (Principal ) 

Economies of 

school type 

Extra costs:  Heaps of translating of texts, researching on the 

internet, had to change our teaching pedagogi es to reflect because 

of the dearth of resources – so students participate in the 

research. Even if knowledge is not strong – then the teacher 

becomes a co-learner. (Principal)  

What happens here – first week of every holiday – we plan the 

year following – and will implement what we have planned. And 

how we deliver it. So we all talk about how we scaffold it.  I am 

teaching full time. I have to know before I start what is 

happening, as I am teaching. Don’t knee jerk to anything. 

(Principal)  

Ability to access 

non-government 

sources of funding 

No other sources of funding. We teach other students at other 

schools – at [type of school]  level – but contract has gone by the 

wayside – video conference to other schools and bring them in. 

We have IDs from [name of town] to [name of town] . Have 

quite a few students from [name of city]. At year 11 to 13, it ’s 

mainly in Maths and Science, as there are no teachers in [type 
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of school]  who can teach at that level – there are only five  in the 

country and three are here. We do it as the relationships have 

been there. The contract monies have stopped, but the cultural 

imperative remains. (Principal)  

4.6 Suggestions on how to better support 
higher quality teaching and educational 
achievement 

Interviewees made a number of suggestions largely about improving the practice of 

teaching: 

Would not move from this school – want to keep the achievement moving up – and look for 

more pathways to employment. We still want to get better. Also, want to develop further the 

quality of teaching. The biggest issue is to keep the focus on teaching and learning. 

(Principal) 

4.6.1 Provide high quality professional development 

Professional development was identified by interviewees as a critical element that we 

understand is in transition: 

The other [magic wand] is staff training. (HOD English ) 

There is no targeted funding for professional development. It is a professional imperative to 

provide it, but we don’t have to account for it. It is something that gets cut when things get 

tough. If you don’t have international students to fall back on – have to cut nice -to-haves 

like PD, and things like giving staff a day off to move house. Cutting small subjects. 

Cutting into core stuff – vicious cycle – if you are cutting back on looking after staff you 

will lose staf f. A leading indicator is professional development. I don’t know any secondary 

schools in the ci ty who have any money for this.  (Principal)  

One intermediate has abandoned the Ministry professional development programmes and, 

rather, uses educational experts to give direct teacher feedback on teaching approach and 

style, in class. Interviewees in other schools also felt it important to provide structured 

opportunities to share practice, to observe other teachers, and to be observed. Most 

acknowledged “sharing of practice” is one of the key mechanisms to improve quality of 

teaching: 

We have to support our teachers; no ability to get rid of a teacher. In ideal world we should 

spend time in others classes; sit in to observe; would be lovely; but other things get  in the 

way. There is a formal appraisal process; we get a feel for the teaching dept.; hear students 

talking. (HOD) 

Reduce variation by regular curriculum meetings – need them to buy into the vision – 

regular sharing of data with them on progress and achi evement – check with them on what 

they need as leaders – how can they improve their faculty and transfer that across the whole 

school. Some faculties our perform comes down to leadership – put through Auckland 

University Open to learning conversations – etc. PD courses.  To keep focus on learning 
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achievement - to maintain trust with staff, and increase achievement.  It is an HR thing – I 

have 80 staff and never had any training. (Principal ) 

4.6.2 Free teachers up to teach 

There was a theme of freeing teachers up to teach and, also, freeing principals up to 

supervise. Several commented they would rather not deal with property issues and, for some 

principals, property was up to 30 percent of their time and more if the situation was out of 

the ordinary (e.g. leaking buildings and earthquake structuring): 

Believe you have to focus on systems to allow teachers to be in their classes. And support is 

there to get kids back into the classroom. (Principal ) 

4.6.3 A necessarily imprecise job description 
The job description for teachers is necessarily imprecise, as is the case for many other 

professionals. A lot may be asked of teachers and the load may fall unevenly. Principals were 

well aware that they needed to use leadership skills of persuasion and influence. Many 

considered additional scrutiny to be good for accountability and teacher morale as well as for 

student performance. 

System will break down if I am not a good employer and respecting staff – it’s the oil  that 

keeps it working. There are some staff I am happier to giv e that to. Keep track of this. For 

example some I would give a day off to help move. Decision -making based on maintaining 

the good will  of my staff . Expect them to pick up new ideas all on top of doing their basic 

job – expect to be planning ahead and work towards. It’s a balancing operation. Can’t 

reward them, for greater productivity – not a business – can’t give bonuses – reliant on 

keeping a good environment. (Principal)  

Have had teachers on support and guidance programmes – and even one on a behaviour 

programme. You do get teachers who aren’t suited for teaching, the problem is getting 

smaller. Increasingly I employ based on personality – looking for someone interested in kids 

and wants to work with them, someone who is flexible – this cuts down on the number of 

bad ones. Most teachers, as soon as they are under scrutiny they wil l do the right thing – 

but their underlying attitude doesn’t change. (Principal) 

4.6.4 Miscellaneous other suggestions 
Table 3: Funding models – suggestions from interviewees 

 Interviewees’ suggestions 

Basic models 

Outcome-
based 

[no suggestions] 

Need-based 
capitation 

Fund schools according to student needs 

[If you could make one change to the current system, what would it 

be?] Addressing need, all of  the stuff talked about today – a formula 
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more representative of individual school needs – not just based on 

roll. It could be based on the previous year – more flexibility to 

formula – so funded in line with that. More assistance to schools in  

monitoring their budgets and providing advice. I inherited a school 

with 3 years’ worth of $100k plus deficit. Before I arrived –the 

Ministry came in to give advice. The staff were not happy and I 

inherited those issues. We worked through it, but it wasn’ t easy. The 

need is there in front of you and you have to work to it. Take an 

average for schools about how much extra you have to provide – 

happy if there is accountability for that, about how it is used, what 

the funding is going towards. (Principal)  

Staffing entitlement according to student needs 

[How would you change the current model?] Staffi ng has some needs 

basis – socioeconomic factors are a reasonable measure – but should 

be able to come up with other data such as with asTTle. Can look at 

certain factors. They are picking kids that have a much hig her chance 

of fai ling at level two , at age  seven. Staffing – not resourcing – not 

best to give the schools the money – target to staff ing, and ask to be 

accountable for the staffing. Tomorrows Schools are difficult – e.g.  

More constraints on property. Would like to see decile go – at least 

the number – look at a profi le rather than a number – so have a 

richer set of measures – with staffing and numbers. Would have to 

see funding would be with the  group – security of funding would be 

important – but schools could expect to see change. If 50 staff, then 

might be a 10 or 20 percent  variation, but that may not make the 

difference. (Principal ) 

It’s not just about students with needs, but it’s about the  proportion. 

Some of the most innovative stuff done with low decile kids is in high 

decile schools, as they are not overwhelmed. (Principal ) 

Fund based on differences in intake 

Funding on differences on intake; need a better testing regime to do 

that. (Principal) 

Staffing being linked to need. Socioeconomic factors are a reasonably 

good indicator of need; but measurement of achievement is the other 

data to be factored in now; deciles are crude. Other risk factors exist; 

can predict those students with a higher chance of failure. Leaving it 

up to schools to use money doesn’t work. MoE is retreating from this 

approach for property. (Principal ) 

There is a gap [in ability at intake], and it can get wider. There is a 

two year gap at year 1. If we are looking for a funding regime, then 

the ability to measure intake data is important, and needs to be done 

consistently. Difficult to know how you would fund a school where 80 

percent below or above the standard. Not sure that I agree with John 

Hattie that making classe s smaller is the issue. (Principal ) 
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Standard 
capitation 

[no suggestions] 

Capacity-based [no suggestions] 

Fee-for-service [no suggestions] 

Pay-for-
performance 

Give principals the ability to reward high performing staff 

Would love to have f lexibil ity to reward high performing staff even 

more. But there are set parameters for doing that. Our good teachers 

get headhunted. [Name of other school]  has smaller class sizes, etc ., 

extra holidays. (Principal ) 
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Targeting for high need 

Targeting high 
need 
individuals 

Funding for specific programmes, based on data 

There was a thing in the gazette, where you could get funding if you 

put up an innovative programme – so worked out a programme, 15 

minute sessions with three students at a time, wanted to pay the 

Reading Recovery. So, got the form, sent in the improvement  data, 

later they asked do you want more money – that was really good, but 

I think it has to be data -based, has to be based on outcomes that 

were measureable. They would say that part of IES is the Teacher -

led innovation fund, which is a good step. (Former Principal)  

Provide additional staffing for priority areas 

Staffing to address those priorities should be looked at - would put 

extra into literacy and numeracy. (Principal ) 

Pay teachers at lower deciles school more 

Suggest higher pay for attracting better  teachers of lower decile 

schools; I taught at a decile 10 before here. It’s easier than here and 

possibly not as rewarding as those higher decile students will succeed 

and may have tutors or teach themselves. We perform well for our 

decile rating – top of deci le 2; we’re small and we can experiment 

and can try without parents breathing down the deck; innovations 

such as multi -level teaching. Some classes start at 8am – some 

academic students want to do English and chemistry; to retain top 

students we moved out of standard working hours classes at lunch 

time and after school; Getting around problem of small scale; 

couldn’t keep breadth of subjects; need the goodwill of the staff to do 

it; we’re surrounded by 2,000 student schools; Extra community 

funding – it ’s the same curriculum – it’s the school trips – we go on 

a music trip to [location in New Zealand], other schools may go 

overseas. (HOD Languages) 

Need to incentivise better performing teachers to come to lower decile 

schools. Incentivising teachers to work with more challenging 

students; (Principal ) 

Provide lower decile schools with higher staffing 

What irks me is we are funded on the same number of students in the 

school, regardless of decile. (Principal) 

Allowances for 
unmet need 

[no suggestions] 
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Adjustments for equality 

Recognition of 
variable ability 
of service user 
to 
pay/contribute 

Increase the operations grant, and make school fees compulsory 
at a set amount 

[How would you change the funding system?] Firstly, increase the 

operations grant; secondly, make school fees compulsory at a set 

amount; it’s a probl em for low decile communities; m ight raise 

expectations among parents , but we’d be more able to meet them – 

over time. If operations grant went up by $150 -$200 per student 

(based on what we  get from out [foreign nationality]  money) we would 

be more comfortable and things would tick over well ,  and we could 

start doing a few more things with extending brighter kids and to do 

better with lower ability kids. (Principal ) 

Let schools charge fees 

My issue with every Government , regardless of colour, is that they 

refuse to support schools charging fees. Schools should be allowed to 

charge fees instead of asking for voluntary donations.  (Principal)  

Recognition of 
different 
inputs, input 
costs and/or 
structural 
inefficiencies 

Ensure that all teachers spend some time in a low decile school 

Where do you want your best teachers – your low decile schools. 

There used to be a country service bar – you couldn’t progress up the 

ranks unless you’d done it. If I  was Minister of Education, I would 

dearly like to say that you can’t hold more than 2 management units 

without having taught at a low decile school. Where in actual fact to 

teach at [low decile school] you needed to be good, you needed to be 

really good. So what I would like to see is some sort of salary bar 

progression, you have to teach at a low decile school for at least 2 

years. (Principal)  

Profile schools, rather than use decile model 

I’d like to see deciles go; we’re better off profiling schools rath er than 

using a single number; a series of measurements – predictions of 

educational need. It may be more volatile and would need to be 

transparent; it’s the proportion of students that have higher needs. If 

you have 10 percent in that group, you can lift them; if you have 50 

percent, then you’re in survival mode. (Principal ) 

Create a model for funding satellite schools 

With satellite schools, we fund them above, as treated as a whole 

different school – in [town], staffing above what would be achieved 

alone. Have carried a number of these schools over a number of years. 

No recognition of the mothership. We satellite admin, everything – 

everything is on the [school] –“they are on your roll, deal with it”. 

(Principal) 

Create a model for funding from 0 to 16 or 18 years 



 

  Page 81 

   

I was 24; we just started, on research from our [advisor/expert] , as 

were kids staying at home, as other centres were full, just started. 

[Name] gave us a room. And the Ministry did not support us 

starting. Said we had to prove there was need for another one – even 

with 150 babies on the way or under five . Our eyes were telling us 

there were kids all over the place. Heaps of kids were born up here, 

and staff had kids and wanted to support them. [We] funded it. 

Have taught five staff , and have transferred one staff out. (…) The 

Ministry makes it so hard to do. (Principal)  

Problem has not been money – the problem has been the people. Not 

sure would change the funding. Would streamline the ECE funding. 

We run two sets of books. Two meetings. (Principal)  

ECE funding is on hours – might be a bug going around – and ups 

and downs. (Principal)  

Recognition of 
variable ability 
of organisation 
to access non-
governmental 
sources of 
revenue 

[no suggestions] 
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Table 4: Broader operational policy settings – suggestions from interviewees 

 Interviewees’ suggestions 

Quantum and nature of resources provided 

Quantum of 
resources 

Increase teachers’ pay 

Other thing is that you need to make teaching an attractive 

proposition. It ’s not more let ters after your name that’s needed, 

it’s the ability to relate – I’ve had people who have all the letters 

after their name, but unless they can relate to people you’re not 

worth jack, unless you can rela te and enjoy people it’s not the job 

for you. I would love to see them make it an attractive proposition 

for teaching – so someone could choose to be a lawyer, an 

accountant or teacher. But to do that you’re going to have to pay 

them more. If you said over  f ive years, give them a four percent 

increase each year. (At the moment you automatically progress 

over 8 years to $72k.) (Principal)  

Nature of 
resources 

Ministry could take over school maintenance (for some or all 
schools) 

Definitely more support for ma intenance type issues. Some school s 

have really goods boards , some haven’t . There is a lot more 

support for some schools than others which is why we need more 

support from outside , or from the Ministry. I would not be 

unhappy about going back to the old model where the Ministry 

was responsible for maintenance – as long as there is a level 

playing f ield. (Principal)  

Around a third of my time is  taken up with property and 

maintenance issues. That is time I would love to spend in the 

classroom. The Tomorrow ’s Schools model put far more 

compliance onto schools , but there hasn’t been the support to do 

it. I would rather go back to where the Department used to do the 

property – or have an outside group make decisions – so that the 

caretaker isn’t worrying me with “we need 10 new chairs”. Bigger 

schools have got more layers – known principals gone from area – 

500 – 1000, much easier at the bigger school – because they have 

got ful l time admin staff . The smaller the school , the more balls 

you are balancing. A lot of schools do have funding issues; some 

could be taken away from schools. (Principal)  

Ability to access a social worker 

Would be handy to have a social worker call in; but despite our 

decile, only primary schools get that help . (HOD) 

Smaller class sizes, more teachers 
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Smaller class sizes; more teachers; I think it helps. (HOD 

Music, Y9-15 secondary in urban centre, decile 2)  

For certain kinds of kids it helps. (HOD Languages ) 

Secret of getting the kids up to school is teachers. Need more 

teachers. And would like to offer classes – C Band, with a 

teacher aide, in classes of 15. The ones that work best here are 

already the best teachers. We need an incentive to get top 

performers to work in low decile schools. Before we import kids, it 

is selective, because parents have chosen to send kids here. 

(Principal) 

Bulk fund 

I thought bulk funding was a great way to go. Were able to be 

much more flexible and could put more into the kids who were 

struggling. (Principal ) 

Would you rather manage the whole lot? – Yes, but they tried 

that once. Unions didn’t like it – suspicious go for best or 

cheapest teacher? Takes away that imperative and argument. 

(Business Manager) 

Location of decision rights for optimising resources 

Network 
optimisation 

[no suggestions] 

Staffing 
optimisation 

Be more strategic about training 

The Scandinavian model shows that we should be strategic about 

teacher training. The Ministry should know demographics of 

teacher body. There is a lack of teachers in key subject areas. 

Why train teachers in over -subscribed areas. Instead we should 

target subjects. Staffing signal. Retraining. Good teachers are 

poached by government departments – more money, less stress. We 

are making dumb decisions about who we train. Workforce is the 

key. (Principal)  

Revise staff competency procedures 

For what it’s worth, one  of the issues – what you’re trying to do 

is encourage your best teachers, and you need a mechanism to get 

rid of your not so good teachers. Every school has some fantastic 

teachers. I’ve also got two to three  people here who I’d happily get 

rid of. I’ve got a teacher here who’s 67, he’s great, he’s only hung 

on here to rebuild the workshop. I’ve got two or three teachers 

who will say all the right things, but I’m stuck with them, and 

there’s no need for them to retire when they’re 65. So you’ve got a 

system with permanent job. If a teacher is a 1 or 2 out of 10, the 

PTA will say need to get rid. If a teacher is a 3 or 4 out of 10, 

the union will come in and fight for him big time. We’ve all got 
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them; they know they’re a 3 or 4. They’ll be able to quote the 

collective . They might have crap relationships with their classes, 

but we’re required to back them? They’re in it for them, not for 

the kids. They’ll typical ly have no willingness to take on an 

extracurricular activity. If results aren’t good, it’s always the 

fault of the kids. If they have a disruptive class, it’s the result of 

the dean, the kids, senior management, the last thing on that list 

will be I’m not a very good teacher and at the moment I’ m not 

engaging the kids. (Principal)  

The problem is that unions will be all  over you. I think PPTA 

does a great job defending public education. What happened with 

Wanganui Collegiate is a crying shame – the government bailed 

out a private school. Amongst t eachers, it’s known as the “poorly 

performing teachers association” – they look after their members, 

but it’s people who do the biggest damage to the profession – I’ve 

got a poorly performing member on my staff and I’m stuck with 

him. (Principal)  

I would change the notion of permanent appointment, and put in 

an ability to get rid of non -performing teachers. A few years ago 

had a non-performing teacher, got enough evidence, the moment I 

hit him with competency, there was collective huddling around by 

staff. I rode out the storm and it was worth it, if it for the good 

of the kids. There’s no incentive in it. (Principal)  

Shift to a contract model 

What you do then [after raising pay], it ’s an attractive 

profession, then you say to the union that the quid pro quo  is on 

five-year renewable contracts, and teachers would be told 1 year 

before the end of contract whether will renew or not. Or, we’re 

going to advertise and see. Or, you can stay, or we’re not renewing 

it. (Principal)  

Professional development only in the holidays 

Then say, you want any professional development – will be in the 

holidays. When go to [town] or [town], need to pay mileage plus 

reliever, $450/day – all  small school are in that boat. If I lived 

in [town] it would be different. So, you’re saving  money on PD 

big time, and also putting on staff – i f you want to stay in the 

game. I’ve got staff here who would be lucky if had 4 -5 weeks 

holiday. I equally have staff who when we have a call -back day, 

they complain – “it’s my holiday and you’re taking two days of 

it”. So, there’s a saving to be made in terms of PD. So huge 

saving here that could go back. If I’m good at my job, and my 

board want to keep me, so be it. (Principal)  

Resource 
optimisation 

[no suggestions] 
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Operational policy settings 

Level of 
devolution 

Provide more tagged funding 

I don’t have a huge problem with the Government saying here is 

money and it’s tagged – even if it is soft tagged. More funding 

should be available for targeted areas. There is virtually no 

tagging now. The Government says it wants to increase the uptake 

of STEM subjects – but if we don’t have funding for it, we can’t 

do it. Tagging could help this . (Principal)  

Provide less funding from centre, devolve more funding to 
schools 

RTLB, student achievement functionaries, school relationship 

mangers, I don’t know how many millions are tied up, would be 

great if they said we’re going to disband those people, give more 

money to school , more money in any way they see fit. For 

example, I’ve created a student support position; about this time 

each year I hire someone whose job it is to support a set group of 

kids. The person is part their champion, and the other part is 

they have the conversation with the parent. The guy I had last 

year was an older Māori man – he could say you’re doing a great 

job at making sure he/she will fai l. (Principal)  

There’s a whole lot of interventions down the line, but once the 

student gets to 16 [years old] , the Ministry doesn’t want to know 

[post compulsory age] . This year the student support worker is 

supporting six students, last year it was nine . It’s only an hour a 

day, five hours a week. The bloke I had was ideal, 60+, Māori, 

no kids at school, had mana and wisdom, was prepared to have 

those rough conversations. It’s having that ability to have a little 

pot of money. I know my community;  I know what the kids need. 

I had to apply for it , it is money well spent. I pay them as a 

teacher aide, $100 per week, for 20 weeks. That’s a very small 

example of something we’ve come up with to suit our needs. I’ve 

got a group of kids at 15 ½ years old who are at risk of failure, 

I’m not targeting them because they’re thick;  it ’s because of the 

social situation. (Principal)  

Stop coming up with big ticket items 

Can I just pass up the food chain – they just keep coming up with 

these big ticket items, but in each case has been on political whim 

– there has been no consideration of research, of whether it will 

work or not. It’s good that at least they’re asking questions 

beforehand this time. Novopay is another stellar example. 

(Principal)  

Level of 
transparency 

Share achievement data with students 
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We publish student achievement data in the playground. 

(Principal) 

 

Publish teacher performance data 

I publish results every year – to the board and to my staff , by 

teachers. I publish the average number of  credits and number of 

endorsements. So last year our best and brightest class, all 

students did English, Maths and Science – they did well in 

English, and Maths did well, but in Science they only did okay. 

That teacher had been given the best and brightes t – I could say 

please explain. You need to be able to have that conversation. 

Almost certainly if I persist they’ll go to union say they feel 

harassment, feel like they’re being victimised, and the union will 

back them. (Principal) 

Linkages with other sectors 

Social sector 
[no suggestions] 

Welfare/economic 
development 

Address the broader issue of child poverty and gaps between 
haves and have-nots 

I think there needs to be some mechanism of evening up the 

playing f ield. Bali spells i t out really well. Low decile schools 

bring a significant portion of social issues – so if l ittle Johnny is 

coming to school, and mum is stressed out because she’s eithe r got 

money for power or petrol, and he then he asks her for $5 for a 

trip and gets yelled at. If you want to improve outcomes for kids, 

we need to look at the bigger picture in terms of poverty. But I 

can’t control that – that’s government’s brief – it will take some 

balls to say over the past 20 years we’ve created a pool at the 

bottom. Here we’re lucky, they can walk to school. (Principal)  

4.6.5 What would not work? 

Interviewees made a number of comments about what would not work. They were clear a 

value-added teaching system would be difficult because of perverse incentives to work with 

higher achieving students, whereas the issue was working with non-achieving students. 

Further, many of the factors affecting those non-achieving students were beyond the reach 

of the school: 

We allocate classes  – if it’s under a value -added system, some teachers wouldn’t take 

difficult students. (HOD) 

Need to look at improvement in students rather than attainme nt; my support class won’t get 

As. (…) Teachers are not in it for th e money; teachers don’t come for the pay , but they will 

leave because of low pay; start off relatively well as a teacher then after 5 years – for the 

work, not being paid that much; it doesn’t matter how good you are; you wil l get a cer tain 

pathway; more senior staff who don’t perform get more; s o the incentive is lacking. (HOD) 
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We say we’re not driven by more money; but PPTA does fight for more; some teacher s would 

be reluctant to change and they might decide it’s not for them; they may be at that stage 

anyway. (HOD) 

There would be negative react ion initial ly; it could be quite big; plenty would opt out. 

Longer term, it might l ift quality; all scared to make the step – mass exodus of teachers; 

but how would you fill the gap? (HOD) 

P4P must be more than just exam results; teachers make a wider cont ribution. (HOD) 

[A value-added model] could end up making things worse not better. If I knew that this 

school had low ability kids coming in, I wouldn’t want my kid to come here. No way you 

could keep it quiet. With the OIA, it’d be impossible to keep it quiet. Effectively saying 

this is a school for low ability and this is a school for higher ability – even worse than 

current model.  (Principal)  

Not: Bulk funding – have tried it before and it did not work 
Principals in particular were not against bulk funding, but felt it would be a difficult option 

because previously introduced poorly: 

Bulk funding for teacher salaries – that is a huge minefield. (Principal)  
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5. Characterising school level costs 
by type of  student 

The approach we have taken to characterising different school costs for different student 

types is a pragmatic stepwise approach as follows: 

• Interviewees, where they could, identified students or groups of students who needed 

assistance different from what they would consider the average. 

• Interviewees identified areas of cost or additional time related to those students or 

groups of students. In particular, we tried to identify how resourcing decisions change 

in those situations. Where possible we attached costs to those activities. 

• Where applicable, we have noted how schools would prefer to meet the needs of those 

students, if those needs are not being met. 

This analysis has had it challenges for the following reasons: 

• Schools operate by classroom rather than by student, and quite a number of 

interviewees had issues identifying the nature or size of their student cohorts. In many 

schools, the default is undifferentiated until the classroom. 

• At the other extreme, teachers indicated on a number of occasions that each student is 

an individual and it is difficult for them to draw conclusions out. This may very well be 

true – for instance, if a teacher is managing a class of 30 students, then it will be very 

difficult to identify population issues from that group of 30. 

• Because time is generally allocated to a classroom, there is less attention to how time is 

spent on individual students unless there is a specific call for additional time and 

resource. To some extent schools “stretch” to meet the needs of students without 

necessarily being aware of the full cost of that stretch. 

• Interventions vary greatly. For instance, a student with dyspraxia may be taught 

separately from the class (e.g. to boost literacy) or may be taught within the class. 

• Costs are identified by schools in different ways and the workforce used differs. Some 

of this variation is to be expected and appropriate given the nature of the profession 

and the large differences in schools. However, it makes the task of identifying standard 

costs near impossible. 

However, having said all of that, there is some clarity emerging from the school interviews 

around the possible groupings of students. We set out our preliminary conclusions based on 

that research in that table. We have excluded severe impairment and have focused on the 

issues schools face in the norm. 
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Table 5: Characterisation types of students who require additional support – estimated cohort size, management model(s), and 

approximate costs  

Type Description 
Likely size of cohort 

identified in interviews 
Current mode of management 

Preferred option 

(likely cost) 

Primary and intermediate (Years 1 through 8) 

A. Lack of 

readiness of 

school 

[Student A] is a five-year-

old entering school. His 

parents had poor 

parenting skills and he 

does not know the 

alphabet nor can he 

identify colours. 

Negligible in high decile 

schools. 

Common in low decile 

schools. 

Placed in a smaller classroom, if possible. 

May have teacher aide interaction to 

boot-strap up to school readiness. 

Smaller classes preferred with 

direct teacher input. Cost is 

additional teaching resource. At 

$90,000 per year, implies an 

additional cost of $30,000 per 

year and about $2,000 per 

child. 

B. Cognitive 

impairment 

[Student B] has minor to 

moderate learning 

difficulties associated with 

foetal alcohol syndrome. 

Appears common in both 

high and low decile schools, 

but likely more prevalent in 

low decile schools. 

In higher decile schools, likely to be 

identified and provided with some 

support. 

In lower decile schools, may not be 

identified. If identified, may to be 

provided with Individual Educational 

Plan (IEP), some RTLB support, and 

modification of testing/exam conditions. 

Smaller classes preferred with 

direct teacher input permitting 

more scaffolding and more 

individualised learning. Skills in 

teaching students with a broad 

range of abilities need to be 

embedded in the classroom, 

requiring some investment in 

PD, in observation and 

coaching /mentoring. 
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Type Description 
Likely size of cohort 

identified in interviews 
Current mode of management 

Preferred option 

(likely cost) 

C. Learning gaps [Student C] is not 

cognitively impaired, but 

has a learning ‘gap’ – such 

as not being able to write 

paragraphs. 

Mentioned in some schools, 

but not others. 

Approach depends on the school – some 

are managed in-class by the teacher, 

others are taken out of class for 

individual or small group boosting for a 

limited number of weeks/terms. 

Depends on whether/how 

managed: could range from no 

cost, through to a part-time 

teacher to cover 500 students. 

Secondary (Year 7/9 through 13/15) 

D. Truancy [Student D] is frequently 

truant. 

 Depends on the school – teacher or dean 

may phone home (either every 

occurrence, or when a trend emerges), 

some schools employ a truancy officer, 

others employ a teacher aide to visit the 

families involved, others rely on centrally 

provided truancy service. 

[significant range] 

E. Mental health [Student E] is an anxious 

year 10 student and is 

notable for her level of 

absences due to mental 

health issues and an eating 

disorder. 

A material percentage 

(reportedly as much as 10 

percent) in high decile 

schools, generally female. 

Additional pastoral care, largely involving 

the Dean and guidance counsellor. 

Insourced mental health 

support. Likely from the health 

budget. 



 

  Page 91 

   

Type Description 
Likely size of cohort 

identified in interviews 
Current mode of management 

Preferred option 

(likely cost) 

All levels 

F. Specific 

learning 

disabilities 

(SLD) 

[Student F] has a mild to 

moderate learning 

disability such as 

dyspraxia, dyslexia and/or 

is somewhere on the 

Asperger’s spectrum. 

Present in all schools, not 

affected by decile, but some 

indication that students in 

higher decile schools more 

likely to be tested and 

diagnosed. 

In higher decile schools, likely to be 

identified and provided with some 

support. 

In lower decile schools, may not be 

identified. If identified, likely to be 

provided with Individual Educational 

Plan (IEP), some support, and 

modification of testing/exam conditions. 

Smaller classes preferred with 

direct teacher input permitting 

more scaffolding and more 

individualised learning. Skills in 

teaching children with these 

learning disorders need to be 

embedded in the classroom 

requiring some investment in 

PD, in observation and 

coaching /mentoring. 

G. Sensory issues 

(sight or sound) 

  [not mentioned in interviews]  

H. ESOL [Student H] has recently 

immigrated to New 

Zealand with family from 

China, has basic English 

but struggles to keep up in 

class. 

Depends on the school; the 

need may relate to local 

and/or international students. 

International students from 

certain countries more likely 

to require ESOL than others. 

Depends on the school – might be put 

into a standard class, might be taken out 

of class for additional ESOL classes at 

set times. In some cases, students will be 

placed in full-time ESOL classes for a 

limited period of time when they first 

arrive (for example, refugees). 
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Type Description 
Likely size of cohort 

identified in interviews 
Current mode of management 

Preferred option 

(likely cost) 

I. Significantly 

below literacy / 

numeracy 

expected for 

age 

Primary: [Student IA] has 

arrived at intermediate 

approximately 18 months 

to 2 years behind in 

literacy. 

May be the average student in 

all low decile and mid decile 

intermediates. 

May or may not receive support 

depending on severity of lag. 

Requires additional teaching 

resource to “boost” literacy. 

Likely one to two teachers 

across a school of 500 costing 

$180,000. 

Secondary: [Student IB] is 

tested and is found to lag 

in both literacy and 

numeracy. Assessed 

reading standard is 18 

months to 2 years behind 

expected. 

Very common in low decile 

secondary schools. 

May not be identified and managed as 

the SENCO is likely focussed on those 

with higher needs. 

A learning centre staffed by 2 

extra teachers per 500 students. 

The teachers both support 

students in the class and offer 

programmes in the learning 

centre. Cost is approximately 

$180,000 per year or around 

$1,800 per student, with the 

focus being on the early years 

of college. 

J. Low 

achievement 

[Student J] has always 

lagged behind peers in all 

areas of achievement. 

Present in all schools, but 

more prevalent in low decile 

schools. 

Response dependent on school level and 

number of students involved – in certain 

primaries with a large proportion of low 

ability students there is a clear preference 

for small class sizes. At secondary level, 

the preference is for separate classes 

providing a more applied approach to 

subjects such as maths. 

[significant range] 
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Type Description 
Likely size of cohort 

identified in interviews 
Current mode of management 

Preferred option 

(likely cost) 

K. Poverty/home 

life 

[Student K] lives in a small 

house with several 

extended family members, 

and parents who both 

work two part-time 

minimum wage jobs. 

Significantly more prevalent in 

low decile schools, but found 

at all deciles. 

Response depends on the school, and 

whether/how they decide to respond. 

Responses vary significantly, examples 

include: picking the student up from 

home, paying for optometrist 

appointment, providing breakfast or 

lunch, providing onsite medical/nursing 

or allied health support, paying for or 

subsidising school camps, paying for 

stationery or uniforms. 

[significant range] 

L. Behavioural 

issues 

[Student L] frequently is 

disruptive in class and 

physically. 

A small percentage of 

students at between 1-3 

percent, but with more in low 

decile schools. 

Response largely depends on the severity 

of the problem and the size of school: 

some will be managed in class; others 

may have a teacher aide whose role is to 

calm students down, in larger schools 

they may be placed in a class of around 

10 or less students supported by a 

teacher and two teacher aides. 

[significant range] 
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Type Description 
Likely size of cohort 

identified in interviews 
Current mode of management 

Preferred option 

(likely cost) 

M. Involvement 

with other 

agencies – such 

as CYF or 

Police 

[Student M] has recently 

been placed in a CYF 

home in the area, often 

associated with 

behavioural issues. 

Low percentage overall, 

although skewed towards 

certain schools due to 

historical/geographical/servic

e reasons. 

Level of additional resource dependent 

on individual circumstance – as a 

minimum, some level of co-ordination 

with an external agency will be required. 

[significant range] 

N. Transiency [Student N] has been to 

five different schools in 

two years, likely to have 

fallen behind peers in 

numeracy and literacy. 

Common in low decile 

schools. 

Related to poverty issues, student may be 

provided with books, stationery, 

additional admin time involved for 

sending and receiving schools. Schools 

may be hesitant to provide with Reading 

Recovery programme due to likelihood 

that they will shift to another school 

soon. 

[significant range] 

O. Acceleration [Student O] is a high 

performing secondary 

student in maths and 

science. 

Unknown. Depends on the school – at primary level 

may be offered option to attend ‘special 

programme’ classes with external 

teachers. At secondary may attend 

Mathex, science fair, be in accelerated 

classes, may take Cambridge exams. 

Primary: 30k per year for a 

school with 600 students. 

Secondary: Limited cost unless 

additional courses are offered. 
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6. Alternative funding models 

This section provides a summary of different funding models. We provide some background 

on health sector funding approaches and, also, a short statement of funding approaches in 

two other countries. In describing these other funding systems, we recognise detail is 

important in discussions of funding systems and the descriptions provided in this section are 

to spur thoughts about the current education funding system, rather than to provide specific 

direction. We have made some deliberate simplifications to better allow a view of funding 

mechanisms in the interest of explainability rather than accuracy. 

6.1 Observations on differences and 
similarities between health and education 

We make the following headline observations as context for the following discussion about 

differences between health and education: 

• Health redistributes much more sharply than education. Whereas the education system 

“leans” against inequity by rebalancing an average payment, it does not appear to fund 

as sharply for need as in health. By way of example, a District Health Board (DHB) is 

provided with approximately two times the amount of funding for a person living in a 

quintile 5 area, compared to a person of the same age, sex, and ethnicity living in a 

quintile 1 area (note quintiles in health run in the opposite direction to deciles in 

education, so quintile 5 are populations of high need). People aged 65-79 years are 

funded at approximately two times that of a working age person, and people aged 80 

years or older are funded at approximately eight or more times a working age person. 

• Health is largely based on summing values for individuals (i.e. the distribution is 

recognised) whereas, by contrast, education is based on averages (i.e. the distribution is 

not recognised). 

• In health, demographics generally explain need. By contrast, in education a lot of need 

is probably explainable by their school type, year level, and parental characteristics. 

However, some students are some major outliers who have much higher student needs, 

although the predictors for identifying this group are less clear, and what is known is 

hard to measure. 

• In health, the service response is comparatively straightforward (for example, a patient 

with a broken leg will generally need to have the leg set in a cast, and a reasonably 

predictable number of follow-up appointments). By contrast, in education the services 

required to meet the need would appear to be less predictable, quantifiable, or 

standardisable. The outcome, namely value added education, appears difficult to 

calculate. 

• Organisations in health are much larger, therefore the ‘unders’ and ‘overs’ that are 

inherent in a capitated model will generally even out. By contrast, organisations are 

much smaller in education. An average primary care (GP) practice will have 

approximately ten times the enrolled population of an average school roll. 

• Relatedly, need is much more concentrated in education. The populations served by 

health organisations include people with a wide range of health needs. By contrast, 
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some schools have very high percentages of high need students, while others have only 

a few high need students. 

6.2 Health sector funding system is managed 
in three levels 

6.2.1 Health sector funding is managed at different levels 
with different funding levers used for different 
purposes. 

DHBs are funded on the basis of the likely service use pattern of the populations under their 

management. A simplified statement of the calculation is as follows: 

• Activity levels are calculated on an age-standardised and costed basis. Hospital costs are 

calculated using an activity based costing system called case weights. Other costs are 

added up based on their usage. 

• The funding appropriation is then allocated based on the likely activity determined by 

age profile. Most of the payment to DHBs is determined by age and sex. 

• There is a further adjustment for the additional cost of providing services to rural and 

remote populations. 

• There is an adjustment for the additional costs of providing tertiary (complex) services, 

which typically relates to large urban hospitals. 

• A further adjustment is made to account for unmet need, based on each DHB’s Māori, 

Pacific and quintile 5 populations. 

• A sum of money is retained nationally for centrally managed contracts such as aged care 

contracts. 

This population based funding formula is recalculated each census and has been successful in 

moving money to areas of growth in health demand and population growth, over a 

reasonably long period of time. The payments are specific to the DHB’s population pyramid, 

as the calculation is based off the population as estimated by Statistics New Zealand. The 

heat map over-page shows the payment schedule for DHBs with darker colours reflecting 

higher payments. 
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Figure 9 Example of final Population Based Funding Formula (PBFF) cost weights40 

 

Figure 10 Final cost weights for Māori and Pacific, as a percentage of final cost weights for Other (same age, sex, and deprivation) 

PBFF  

Final Cost Weights 

All  Service Groups including Unmet Need

Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 

0-4 years 1,666 1,759 1,896 2,295 2,643 1,619 1,708 1,834 2,214 2,542 1,328 1,402 1,512 1,837 2,129 1,897 1,995 2,299 2,649 3,013 1,813 1,906 2,184 2,514 2,853 1,516 1,594 1,832 2,120 2,428

5-9 years 566 600 651 791 850 540 577 623 754 810 420 447 488 612 663 668 751 797 929 1,058 608 671 713 831 953 488 551 586 702 809

10-14 years 623 649 703 856 898 572 588 634 777 826 477 500 544 678 714 684 757 908 1,006 1,131 613 665 785 879 989 502 556 672 759 862

15-19 years 1,149 1,242 1,347 1,587 1,564 951 998 1,099 1,308 1,289 838 929 1,006 1,207 1,163 786 886 970 1,181 1,297 686 749 820 965 1050 590 661 726 891 978

20-24 years 1,386 1,360 1,388 1,651 1,836 1,403 1,370 1,386 1,622 1,785 1,009 986 1,008 1,227 1,363 815 841 1,041 1,247 1,503 690 700 820 960 1,128 612 626 767 931 1,121

25-29 years 1,345 1,331 1,458 1,721 2,143 1,408 1,388 1,490 1,729 2,090 1,155 1,132 1,240 1,474 1,843 952 892 1,008 1,453 1,890 759 710 795 1,096 1,382 722 671 756 1,097 1,428

30-34 years 1,310 1,333 1,498 1,821 2,459 1,415 1,414 1,537 1,822 2,318 1,329 1,339 1,491 1,797 2,395 742 948 1,075 1,553 2,306 627 765 854 1,193 1,688 575 723 821 1,195 1,761

35-39 years 1,117 1,273 1,500 1,892 2,526 1,199 1,310 1,483 1,793 2,302 1,070 1,202 1,408 1,779 2,361 740 857 1,129 1,689 2,413 642 722 921 1,319 1,782 579 671 883 1,323 1,869

40-44 years 985 1,126 1,378 1,813 2,470 985 1,096 1,288 1,648 2,145 857 979 1,208 1,605 2,204 753 965 1,180 1,814 2,676 680 838 1,002 1,461 2,095 601 767 940 1,441 2,111

45-49 years 1,072 1,295 1,448 2,021 2,661 1,016 1,191 1,311 1,790 2,271 918 1,112 1,253 1,757 2,335 933 1,175 1,501 2,077 2,923 852 1,031 1,292 1,706 2,383 742 931 1,191 1,653 2,313

50-54 years 1,209 1,401 1,664 2,148 3,136 1,149 1,324 1,540 1,943 2,778 1,037 1,198 1,433 1,865 2,726 1,160 1,398 1,796 2,345 3,319 1,080 1,276 1,590 2,048 2,849 942 1,129 1,441 1,888 2,657

55-59 years 1,393 1,721 2,061 2,665 3,586 1,336 1,614 1,917 2,438 3,275 1,198 1,480 1,771 2,300 3,078 1,473 1,798 2,192 2,844 4,151 1,394 1,660 1,995 2,570 3,660 1,208 1,463 1,772 2,305 3,325

60-64 years 1,890 2,200 2,565 3,256 4,157 1,823 2,091 2,405 3,063 3,871 1,631 1,892 2,198 2,781 3,559 2,035 2,473 2,772 3,765 4,643 1,891 2,267 2,537 3,394 4,190 1,665 2,000 2,241 3,028 3,727

65-69 years 2,719 3,128 3,466 4,429 5,039 2,704 3,080 3,370 4,268 4,838 2,356 2,687 2,975 3,776 4,298 3,244 3,650 4,217 4,754 5,958 3,202 3,566 4,073 4,541 5,617 2,677 2,997 3,448 3,885 4,825

70-74 years 3,882 4,351 4,828 5,286 6,248 3,803 4,251 4,689 5,131 6,002 3,298 3,676 4,059 4,443 5,250 4,516 5,071 5,496 6,193 7,047 4,510 5,039 5,391 6,011 6,831 3,723 4,171 4,506 5,056 5,752

75-79 years 5,248 5,688 6,074 6,617 7,307 5,395 5,793 6,156 6,693 7,326 4,773 5,134 5,451 5,887 6,458 6,051 6,782 6,948 7,920 8,513 6,367 7,037 7,168 8,051 8,617 5,128 5,702 5,836 6,628 7,076

80-84 years 7,490 8,263 8,087 8,951 9,167 8,267 8,982 8,819 9,620 9,825 7,143 7,780 7,620 8,325 8,504 7,591 8,438 8,339 9,189 9,841 9,311 10,082 9,978 10,765 11,385 6,801 7,474 7,421 8,087 8,603

85-89 years 10,517 10,578 10,440 10,958 11,305 11,399 11,463 11,489 11,870 12,201 10,932 10,985 10,928 11,292 11,567 9,558 10,120 9,350 10,490 11,035 10,415 10,911 10,434 11,276 11,799 9,211 9,712 9,238 9,955 10,405

90-94 years 13,454 13,492 13,563 13,812 14,057 14,785 14,799 15,002 15,156 15,404 16,582 16,640 16,768 16,894 17,076 16,071 16,252 16,028 16,901 17,681 13,783 13,881 13,959 14,545 15,318 12,438 12,582 12,583 13,101 13,783

Maori Pacific Other 

FEMALE

Maori Pacific Other 

MALE
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40  This data has been taken from a report on PBFF published by the University of Otago, which was based on data the authors obtained from the Ministry of Health. The Ministry of 
Health has published a document describing how PBFF is calculated, but has never publicly released the final cost weights. 

 Penno E, Audas R, Gauld R. The state of the art? An analysis of New Zealand’s population-based funding formula for health services. Dunedin: Centre for Health Systems, 
University of Otago; 2012. Retrieved from http://www.otago.ac.nz/healthsystems/otago112080.51_820_29/1/vault/webcontent/@healthsystems/419342. 

http://www.otago.ac.nz/healthsystems/otago112080.51_820_29/1/vault/webcontent/@healthsystems/419342
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Figure 11 Final costs weights for each quintile, as a percentage of the final cost weight for Q1 (same age, sex, and ethnicity) 

 

Figure 12 Final cost weights for each age group, as a percentage of the cost weight for 20-24 year age group (same ethnicity and 

deprivation) 

Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 

0-4 years 125% 125% 125% 125% 124% 122% 122% 121% 121% 119% 125% 125% 125% 125% 124% 120% 120% 119% 119% 118%

5-9 years 135% 134% 133% 129% 128% 129% 129% 128% 123% 122% 137% 136% 136% 132% 131% 125% 122% 122% 118% 118%

10-14 years 131% 130% 129% 126% 126% 120% 118% 117% 115% 116% 136% 136% 135% 133% 131% 122% 120% 117% 116% 115%

15-19 years 137% 134% 134% 131% 134% 113% 107% 109% 108% 111% 133% 134% 134% 133% 133% 116% 113% 113% 108% 107%

20-24 years 137% 138% 138% 135% 135% 139% 139% 138% 132% 131% 133% 134% 136% 134% 134% 113% 112% 107% 103% 101%

25-29 years 116% 118% 118% 117% 116% 122% 123% 120% 117% 113% 132% 133% 133% 132% 132% 105% 106% 105% 100% 97%

30-34 years 99% 100% 100% 101% 103% 106% 106% 103% 101% 97% 129% 131% 131% 130% 131% 109% 106% 104% 100% 96%

35-39 years 104% 106% 107% 106% 107% 112% 109% 105% 101% 98% 128% 128% 128% 128% 129% 111% 108% 104% 100% 95%

40-44 years 115% 115% 114% 113% 112% 115% 112% 107% 103% 97% 125% 126% 126% 126% 127% 113% 109% 107% 101% 99%

45-49 years 117% 116% 116% 115% 114% 111% 107% 105% 102% 97% 126% 126% 126% 126% 126% 115% 111% 108% 103% 103%

50-54 years 117% 117% 116% 115% 115% 111% 111% 107% 104% 102% 123% 124% 125% 124% 125% 115% 113% 110% 108% 107%

55-59 years 116% 116% 116% 116% 117% 112% 109% 108% 106% 106% 122% 123% 124% 123% 125% 115% 113% 113% 111% 110%

60-64 years 116% 116% 117% 117% 117% 112% 111% 109% 110% 109% 122% 124% 124% 124% 125% 114% 113% 113% 112% 112%

65-69 years 115% 116% 117% 117% 117% 115% 115% 113% 113% 113% 121% 122% 122% 122% 123% 120% 119% 118% 117% 116%

70-74 years 118% 118% 119% 119% 119% 115% 116% 116% 115% 114% 121% 122% 122% 122% 123% 121% 121% 120% 119% 119%

75-79 years 110% 111% 111% 112% 113% 113% 113% 113% 114% 113% 118% 119% 119% 119% 120% 124% 123% 123% 121% 122%

80-84 years 105% 106% 106% 108% 108% 116% 115% 116% 116% 116% 112% 113% 112% 114% 114% 137% 135% 134% 133% 132%

85-89 years 96% 96% 96% 97% 98% 104% 104% 105% 105% 105% 104% 104% 101% 105% 106% 113% 112% 113% 113% 113%

90-94 years 81% 81% 81% 82% 82% 89% 89% 89% 90% 90% 129% 129% 127% 129% 128% 111% 110% 111% 111% 111%

Maori Pacific Maori Pacific 
FEMALE MALE

Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 

0-4 years 100% 106% 114% 138% 159% 100% 105% 113% 137% 157% 100% 106% 114% 138% 160% 100% 105% 121% 140% 159% 100% 105% 120% 139% 157% 100% 105% 121% 140% 160%

5-9 years 100% 106% 115% 140% 150% 100% 107% 115% 140% 150% 100% 106% 116% 146% 158% 100% 112% 119% 139% 158% 100% 110% 117% 137% 157% 100% 113% 120% 144% 166%

10-14 years 100% 104% 113% 137% 144% 100% 103% 111% 136% 144% 100% 105% 114% 142% 150% 100% 111% 133% 147% 165% 100% 108% 128% 143% 161% 100% 111% 134% 151% 172%

15-19 years 100% 108% 117% 138% 136% 100% 105% 116% 138% 136% 100% 111% 120% 144% 139% 100% 113% 123% 150% 165% 100% 109% 120% 141% 153% 100% 112% 123% 151% 166%

20-24 years 100% 98% 100% 119% 132% 100% 98% 99% 116% 127% 100% 98% 100% 122% 135% 100% 103% 128% 153% 184% 100% 101% 119% 139% 163% 100% 102% 125% 152% 183%

25-29 years 100% 99% 108% 128% 159% 100% 99% 106% 123% 148% 100% 98% 107% 128% 160% 100% 94% 106% 153% 199% 100% 94% 105% 144% 182% 100% 93% 105% 152% 198%

30-34 years 100% 102% 114% 139% 188% 100% 100% 109% 129% 164% 100% 101% 112% 135% 180% 100% 128% 145% 209% 311% 100% 122% 136% 190% 269% 100% 126% 143% 208% 306%

35-39 years 100% 114% 134% 169% 226% 100% 109% 124% 150% 192% 100% 112% 132% 166% 221% 100% 116% 153% 228% 326% 100% 112% 143% 205% 278% 100% 116% 153% 228% 323%

40-44 years 100% 114% 140% 184% 251% 100% 111% 131% 167% 218% 100% 114% 141% 187% 257% 100% 128% 157% 241% 355% 100% 123% 147% 215% 308% 100% 128% 156% 240% 351%

45-49 years 100% 121% 135% 189% 248% 100% 117% 129% 176% 224% 100% 121% 136% 191% 254% 100% 126% 161% 223% 313% 100% 121% 152% 200% 280% 100% 125% 161% 223% 312%

50-54 years 100% 116% 138% 178% 259% 100% 115% 134% 169% 242% 100% 116% 138% 180% 263% 100% 121% 155% 202% 286% 100% 118% 147% 190% 264% 100% 120% 153% 200% 282%

55-59 years 100% 124% 148% 191% 257% 100% 121% 143% 182% 245% 100% 124% 148% 192% 257% 100% 122% 149% 193% 282% 100% 119% 143% 184% 263% 100% 121% 147% 191% 275%

60-64 years 100% 116% 136% 172% 220% 100% 115% 132% 168% 212% 100% 116% 135% 171% 218% 100% 122% 136% 185% 228% 100% 120% 134% 179% 222% 100% 120% 135% 182% 224%

65-69 years 100% 115% 127% 163% 185% 100% 114% 125% 158% 179% 100% 114% 126% 160% 182% 100% 113% 130% 147% 184% 100% 111% 127% 142% 175% 100% 112% 129% 145% 180%

70-74 years 100% 112% 124% 136% 161% 100% 112% 123% 135% 158% 100% 111% 123% 135% 159% 100% 112% 122% 137% 156% 100% 112% 120% 133% 151% 100% 112% 121% 136% 154%

75-79 years 100% 108% 116% 126% 139% 100% 107% 114% 124% 136% 100% 108% 114% 123% 135% 100% 112% 115% 131% 141% 100% 111% 113% 126% 135% 100% 111% 114% 129% 138%

80-84 years 100% 110% 108% 120% 122% 100% 109% 107% 116% 119% 100% 109% 107% 117% 119% 100% 111% 110% 121% 130% 100% 108% 107% 116% 122% 100% 110% 109% 119% 126%

85-89 years 100% 101% 99% 104% 107% 100% 101% 101% 104% 107% 100% 100% 100% 103% 106% 100% 106% 98% 110% 115% 100% 105% 100% 108% 113% 100% 105% 100% 108% 113%

90-94 years 100% 100% 101% 103% 104% 100% 100% 101% 103% 104% 100% 100% 101% 102% 103% 100% 101% 100% 105% 110% 100% 101% 101% 106% 111% 100% 101% 101% 105% 111%

Maori Pacific Other 
MALEFEMALE

Maori Pacific Other 
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Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 

0-4 years 120% 129% 137% 139% 144% 115% 125% 132% 136% 142% 132% 142% 150% 150% 156% 233% 237% 221% 212% 200% 263% 272% 266% 262% 253% 248% 255% 239% 228% 217%

5-9 years 41% 44% 47% 48% 46% 38% 42% 45% 46% 45% 42% 45% 48% 50% 49% 82% 89% 77% 74% 70% 88% 96% 87% 87% 84% 80% 88% 76% 75% 72%

10-14 years 45% 48% 51% 52% 49% 41% 43% 46% 48% 46% 47% 51% 54% 55% 52% 84% 90% 87% 81% 75% 89% 95% 96% 92% 88% 82% 89% 88% 82% 77%

15-19 years 83% 91% 97% 96% 85% 68% 73% 79% 81% 72% 83% 94% 100% 98% 85% 96% 105% 93% 95% 86% 99% 107% 100% 101% 93% 96% 106% 95% 96% 87%

20-24 years 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%

25-29 years 97% 98% 105% 104% 117% 100% 101% 108% 107% 117% 114% 115% 123% 120% 135% 117% 106% 97% 117% 126% 110% 101% 97% 114% 123% 118% 107% 99% 118% 127%

30-34 years 95% 98% 108% 110% 134% 101% 103% 111% 112% 130% 132% 136% 148% 146% 176% 91% 113% 103% 125% 153% 91% 109% 104% 124% 150% 94% 115% 107% 128% 157%

35-39 years 81% 94% 108% 115% 138% 85% 96% 107% 111% 129% 106% 122% 140% 145% 173% 91% 102% 108% 135% 161% 93% 103% 112% 137% 158% 95% 107% 115% 142% 167%

40-44 years 71% 83% 99% 110% 135% 70% 80% 93% 102% 120% 85% 99% 120% 131% 162% 92% 115% 113% 145% 178% 99% 120% 122% 152% 186% 98% 123% 123% 155% 188%

45-49 years 77% 95% 104% 122% 145% 72% 87% 95% 110% 127% 91% 113% 124% 143% 171% 114% 140% 144% 167% 194% 123% 147% 158% 178% 211% 121% 149% 155% 178% 206%

50-54 years 87% 103% 120% 130% 171% 82% 97% 111% 120% 156% 103% 122% 142% 152% 200% 142% 166% 173% 188% 221% 157% 182% 194% 213% 253% 154% 180% 188% 203% 237%

55-59 years 101% 127% 148% 161% 195% 95% 118% 138% 150% 183% 119% 150% 176% 187% 226% 181% 214% 211% 228% 276% 202% 237% 243% 268% 324% 197% 234% 231% 248% 297%

60-64 years 136% 162% 185% 197% 226% 130% 153% 174% 189% 217% 162% 192% 218% 227% 261% 250% 294% 266% 302% 309% 274% 324% 309% 354% 371% 272% 319% 292% 325% 332%

65-69 years 196% 230% 250% 268% 274% 193% 225% 243% 263% 271% 233% 273% 295% 308% 315% 398% 434% 405% 381% 396% 464% 509% 497% 473% 498% 437% 479% 450% 417% 430%

70-74 years 280% 320% 348% 320% 340% 271% 310% 338% 316% 336% 327% 373% 403% 362% 385% 554% 603% 528% 497% 469% 654% 720% 657% 626% 606% 608% 666% 587% 543% 513%

75-79 years 379% 418% 438% 401% 398% 385% 423% 444% 413% 410% 473% 521% 541% 480% 474% 742% 806% 667% 635% 566% 923% 1005% 874% 839% 764% 838% 911% 761% 712% 631%

80-84 years 540% 608% 583% 542% 499% 589% 656% 636% 593% 550% 708% 789% 756% 678% 624% 931% 1003% 801% 737% 655% 1349% 1440% 1217% 1121% 1009% 1111% 1194% 968% 869% 767%

85-89 years 759% 778% 752% 664% 616% 812% 837% 829% 732% 684% 1083% 1114% 1084% 920% 849% 1173% 1203% 898% 841% 734% 1509% 1559% 1272% 1175% 1046% 1505% 1551% 1204% 1069% 928%

90-94 years 971% 992% 977% 837% 766% 1054% 1080% 1082% 934% 863% 1643% 1688% 1663% 1377% 1253% 1972% 1932% 1540% 1355% 1176% 1998% 1983% 1702% 1515% 1358% 2032% 2010% 1641% 1407% 1230%

Maori Pacific Other 
MALEFEMALE

Maori Pacific Other 



 

  Page 101 

   

6.2.2 Transaction funding for primary healthcare 
providers 

Primary healthcare providers have a range of funders generally as follows (in order of 

importance): 

• The DHB, which will likely act through national payment schedules with local variations 

(around 40 percent of the funding of a general practice). 

• Patients, who make significant contributions to, for instance, primary care providers 

(around 50 percent of primary care funding to a general practice is first contact funding 

paid by a patient). 

• ACC, which purchases services through service contracts and by bulk payment to the 

Ministry of Health. 

The DHB will generally bulk-fund the hospital arm and will necessarily pay other DHBs for 

patient services delivered in other DHBs (e.g. paediatric services delivered through 

Starship).We describe some of these payment mechanisms in the section below. 

6.2.3 An important “meso” level of organisation and 
funding 

Notable in the health sector, but not in the education sector, is a middle level of 

organisation. This middle level of organisation is used to co-ordinate local initiatives such as 

development of clinical pathways, primary care options for patients, delivery of some local 

services needing to be co-ordinated across primary care or between primary care and 

secondary care (such as some nursing services). 

In addition, increasingly, DHBs are implementing predictive risk models and implementing 

care packages for these at risk patients including multi-disciplinary team meetings (between 

primary and secondary care, and other carers such as physios). 

6.1 A general classification of health funding 
mechanisms 

The table below summarises health funding. The following sections discuss some of these 

mechanisms on more detail. 
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Table 6: Components of funding for primary health care practices and primary health 

organisations (PHOs) and for District Health Boards (DHBs) 

  Components of funding for 

primary health care practices 

and primary health 

organisations (PHOs) 

Components of funding for 

District Health Boards 

(DHBs) 

Basic models 

Outcome-based   

Need-based capitation  Funding for enrolled 

patients. 

 Funding for health 

promotion activities. 

 Population Based 

Funding Formula 

(PBFF) cost weights. 

Standard capitation  Management services.  

Capacity-based  ACC Prime funding.  

Fee-for-service  Funding for non-enrolled 

patients with a Community 

Services Card or High 

User Health Card. 

 Funding for required 

immunisations. 

 

Pay-for-performance  PHO Performance 

Programme. 

 Integrated Performance 

and Incentive Programme 

(IPIF). 

 

Targeting for high need 

Targeting high need 

individuals 

 Care Plus.  

Allowances for unmet 

need 

 Services to improve access 

for high need groups. 

 Unmet need adjuster. 

Adjustments for equality 

Recognition of variable 

ability of service user to 

pay/contribute 

 Patient co-payments.  

Recognition of different 

inputs, input costs 

and/or structural 

inefficiencies 

 Additional funding for 

rural practices. 

 Rural adjuster. 

 Overseas adjuster. 

Recognition of variable 

ability of organisation 

to access non-

governmental sources 

of revenue 
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6.1.1 Need-based capitation 
Need-based capitation involves providing funding on a per head basis, but where the amount 

varies based on the individual characteristics of the people to whom the services are being 

provided. 

Example: Cost weights in the population-based funding formula (PBFF) – part of 
model for funding District Health Boards (DHBs) in New Zealand 

DHBs are funded primarily via the Population Based Funding Formula (PBFF). 

The total funding for DHBs is determined by the government each year. PBFF 
determines the way in which the total funding available is distributed amongst DHBs, by 
determining the ‘share’ each has of total need for services. The underlying policy goal is to 
ensure that ‘all DHBs have the same opportunity, in terms of resources, to respond to the 
needs of its population’.41 

In health, demographic characteristics such as age, sex, ethnicity, and deprivation are 
reasonably good predictors of a person’s likely need for health services. As these 
individual level characteristics are such good predictors of need, cost weights account for 
approximately 96 percent of the PBFF model which distributes the majority of funding to 
DHBs. 

Cost weights are calculated using the following process: 

• All health service ‘events’ are required to be recorded in national data 
collections, including the National Health Index (NHI) number of the person 
receiving the service. Major national data collections include inpatient events, 
outpatient events, dispensing of medicines funded by Pharmac, immunisations, 
maternity services, aged residential care, home support, rehab, and mental 
health. These national datasets are also used for other purposes. 

• Costs for each of these events are then calculated. In some cases, such as aged 
residential care, these will be actual costs. In other cases, these will be cost 
estimates based on data provided by DHBs that have costing systems 
(approximately a quarter of DHBs have costing systems). 

• The total population is then divided into a set of sub-groups, according to age, 
sex, ethnicity, and deprivation quintile. The average cost for a person in each of 
these sub-groups is then calculated, by taking the total cost for each sub-group, 
and dividing it by the number of people in that sub-group. 

• In November each year, Statistics New Zealand provides population estimates 
for each DHB, by sub-group to the Ministry of Health. 

• The Ministry of Health then multiplies the number of person in each sub-group, 
in each DHB by the final cost weight for each sub-group. 

• The sum of the cost weights for each DHB’s estimated population is then 
converted into a percentage of the total for the country. This percentage is each 
DHB’s ‘share’ of PBFF. 

• Total DHB funding is determined by the government. 

                                                      

41  http://www.health.govt.nz/publication/population-based-funding-formula-2003. 

http://www.health.govt.nz/publication/population-based-funding-formula-2003
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• The total is then divided among the DHBs, according to their share. 

 

Example: Funding for each enrolled patient (“first contact capitation”) – part of 
model for funding primary health care in New Zealand 

Practices receive government funding for each patient who is enrolled at a practice. 

The amount the practice receives for each enrolee is determined by a number of factors: 

• Whether the practice is an “access practice” (“very low cost access practice”) or 
a “non-access practice”. 

• Whether the patient has a “high user health card” or not. 

• The patient’s age. 

• The patient’s sex. 

The relative contribution of each of the above items broadly reflects the level patients in 
each group are likely to access primary health care services. 

 

Access or “very low cost access” (VLCA) practices 

First contact capitation is only adjusted for need on an age basis, and that it comes with an 
expectation of flat co-payment for a given age group within a given practice. VLCA is the 
rebadged Access Practice formula. Access practices were not originally needs targeted at 
all. They were intended as an opt-in mechanism for practices which were prepared to offer 
lower co-payments, as an interim step towards full, low or zero co-payments, which is 
what Annette King was trying to get to for everyone. It was only in 2009, when VLCA 
was costing too much, that the subsequent government restricted the opt-in criteria for 
VLCA to practices with more than 50 percent high need. 

The current capped co-payment level for all patients in a VLCA practice is $17.50. 
Because it was not originally designed as a needs targeting mechanism, but as an 
intermediate step to universal free co-payment, VLCA is an ineffective way targeting for 
need. It is thought that there are about half a million high need people not in VLCA 
practices, and about half a million people in VLCA practices who are not high need. 

Figure 13: First level health services for enrolled persons 
at access practices 

 

Figure 14: First level health services for enrolled persons 
at non-access practices 
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VLCA practices would love the flexibility to charge higher co-payments for their less high 
need patients. 

6.1.2 Standard capitation 
This model involves providing a set fee per person for whom the services will be made 

available. 

Example: Management services – part of model for funding primary health care in 
New Zealand 

PHOs are funded based on the number of enrolees, and the size of the PHO. 

Number of enrolees in 

the PHO 

Rate per person 

40,000 or below $15.7176 per person for the first 20,000 enrolees 

$0.9064 per person from 20,001 to 40,000 enrolees 

Between 40,001 and 75,000 $11.1848 per person up to 20,000 enrolees 

$5.4392 per person from 20,001 to 75,000 enrolees 

75,001 or above $522,852.00 

plus $6.1080 per person over 75,000 enrolees 

 

6.1.3 1.3.3 Fee-for service 
This model involves charging a set fee for each service use event. 

Example: Funding for non-enrolled patients with a Community Services Card or 
High User Health Card – part of model for funding primary health care in New 
Zealand 

This payment is known as the “General Medical Services” subsidy. Prior to capitation 
beginning in 2003, the GMS subsidy was how primary care practices claimed funding for 
seeing each patient, under a fee-for-service model. 

However, since 2003, the GMS subsidy is only available to a health practitioner where 
they provide a consultation to someone who is not enrolled in that practice and who is a 
child, or an adult who has a Community Services Card (CSC) or a High Use Health Card 
(HUHC). 

Other patients who go to a primary care practice at which they are not enrolled (“casual 
patients”) will be charged the full fee by the practice. 

Some practices will refuse to see casual patients – either as a standard policy, or from 
when the practice is under high workload. The rationale for not accepting patients is that 
by doing so, it would compromise their ability to meet the needs to their enrolled patients. 
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Practices cannot claim this subsidy for patients who are not eligible to access public 
healthcare in New Zealand (for example, overseas visitors from certain countries and/or 
on certain visas). 

Patient 

GST 

exclusive 

A child under 6 years of age. $31.11 

A child or young person aged 6 to 17 years who is the dependent of a 
holder of a Community Services Card or High Use Health Card. 

$17.78 

A child or young person aged 6 to 17 years who is not the dependent of a 
holder of a Community Services Card or High Use Health Card. 

$13.33 

A person aged 18 years or over who holds a Community Services Card or 
High Use Health Card. 

$13.33 

 

6.1.4 1.3.4 Pay-for-performance 

This model involves paying individuals or organisations for achieving a set level of 

performance. 

Example: PHO Performance Programme – formerly part of model for funding 
primary health care in New Zealand 

Pay for performance has historically been a small component of general practice funding, 
at approximately 1 percent of general practice revenue. The impact has been limited, and it 
has only been in combination with much exhortation and encouragement from the 
Ministry of Health that performance targets have been achieved. 

The PHO Performance Programme, adapted to become the current Integrated 
Performance and Incentive Framework, has been based upon a number of process 
measures of care (e.g. immunisation rates, the performance of certain checks and 
screening activities). Funding for target achievement is paid to PHOs. Most PHOs pass 
some of the performance funding to practices, although in many cases part or all of it is 
held back for targeted services to help meet the targets (e.g. immunisation co-ordinators) 
or other programmes such as professional education which bring a non-financial benefit 
to front-line professionals. The emerging evidence from the much more strongly 
incentivised equivalent programme in the UK, the Quality and Outcomes Framework, 
suggests that while the QOF has encouraged some technical improvements in quality, the 
anticipated overall improvement in health status arising from the programme has not 
eventuated. 

 

The perils of pay for performance 

Performance pay has been a hot button issue in New Zealand and other jurisdictions, 
particularly around the issue of linking teacher pay to student results (as the measure of 
performance). The argument for linking pay to performance is to provide incentives and 
increase motivation in order to promote an increase in quality. However, linking 
performance pay to student results is only one way in which such incentives could be 
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structured. For example, Shanghai and Singapore are considered top performing systems 
and both feature performance pay. However, neither country bases this on quantified 
student progress. Instead, both have sophisticated incentives that promote teacher 
development, rather than punishing poor performance.42 

The evidence on whether rewards for performance increase motivation is mixed. The 
literature, supported by experience in health care (both in New Zealand and in the United 
Kingdom), suggests that rewards or financial incentives work well when they are closely 
aligned to professional motivations, but otherwise do not work very well and can become 
perverse. 

A meta-analysis of performance-contingent rewards cited in Pierce et al (2003) suggests 
that findings in this area have been mixed because the category “performance-contingent” 
is too broad. The study found that within this broader grouping, negative effects of 
performance-contingent reward occurred where rewards signified failure or were loosely 
tied to performance. Pierce et al (2003) note that from the perspective of cognitive 
evaluation theory, rewards are generally experienced as controlling and this contributes to 
their general negative effect on intrinsic motivation. However, based on experimental 
evidence, the study suggests that rewards can increase intrinsic motivation in 
circumstances where rewards are linked to progressively demanding standards. The 
argument is that linking rewards to progressive achievement increases the informational 
content (regarding accomplishment) of the incentive, since the incentive is clearly linked 
to a progressively higher level of achievement, and that in this circumstance the incentive 
enhances the subject’s perception of autonomy and control.43 

An example of where financial incentives have in some cases undermined professional 
motivation can be found in the UK National Health Service (NHS), where commoditising 
activity in the new GP contract led to GPs dropping some activities. The most prominent 
example is out-of-hours care, which had been provided to a high degree on a basis of 
goodwill. Once it was tied to an explicit financial incentive (which was under-priced), GPs 
opted out of providing out-of-hours care en masse, causing a very significant problem. 
There had been a strong intrinsic professional motivation, which was lost in the new 
contract. 

Anecdotal evidence from the New Zealand health system supporting the necessity of the 
link between reward systems and professional motivation can be found in Independent 
Professional Association (IPA) funding for new services that GPs could refer to, such as 
breast screening (Pegasus), or palliative care (SouthLink). Specifically, the Health Funding 
Authority’s funding of new radiology services for GPs to refer to in Wellington (in 2000) 
was one of the most popular things the IPA ever administered with its members. 
Influence over developing a range of new services was enough to motivate significant 
behaviour change among GPs. So the revealed preference suggests that the range of 
services they can refer to, which broadens the choices they have as professionals, is 
strongly motivating. 

                                                      

42  Shanghai and Singapore both have defined career ladder systems, where teachers’ annual evaluations and 
years of experience enable them to move up the ladder and attain increasing levels of pay and responsibility, 
from leading induction activities and mentorship for new teachers to demonstrating expert lessons in front 
of hundreds of peers. URL: http://www.ncee.org/2015/07/global-perspectives-creating-professional-
working-environments-for-teachers. 

43  Pierce et al. (2003) ‘Positive effects of rewards and performance standards on intrinsic motivation’, The 
Psychological Record, 53, p 561-579. 

http://www.ncee.org/2015/07/global-perspectives-creating-professional-working-environments-for-teachers
http://www.ncee.org/2015/07/global-perspectives-creating-professional-working-environments-for-teachers
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6.2 Targeting for high need 
There is increasing effort to target support to high need individuals. Part of this drive is to 

extend quantity and quality of life and, also, to help reduce demand for hospital beds and 

other expensive interventions. 

6.2.1 Targeting high need individuals 
This model involves providing additional funding to enable additional services to be 

provided to high need individuals. The purpose of providing additional funding to these 

individuals is often in an effort to prevent them from needing to access additional resource 

intensive services in the future. 

Example: Care Plus – part of model for funding primary health care in New 
Zealand 

Practices can enrol a patient in Care Plus if they are assessed by their primary care practice 
as meeting the following criteria: 

Being able to benefit from intensive clinical management in primary health care (at least 

2 hours of care from 1 or more members of the primary health care team over the 

following 6 months); AND 

EITHER: 
Having 2 or more chronic health 
conditions, as long as each condition is one 
that: 

• Is a significant disability or has a 
significant burden of morbidity; AND 

• Creates a significant cost to the health 
system; AND 

• Has agreed and objective diagnostic 
criteria; AND 

• Requires continuity of care and where 
a primary health care team approach 
has an important role in management. 

OR: 
Requiring intensive clinical care because 
they: 

• Have a terminal illness (defined as 
someone who has advanced, 
progressive disease whose death is 
likely within 12 months); OR 

• Have had 2 acute medical or mental 
health-related hospital admissions 
in the past 12 months (excluding 
surgical admissions); OR 

• Have had 6 first-level service or 
similar primary health care visits in 
the past 12 months (including 
emergency department visits); OR 

• Are on active review for elective 
services. 

In general, patients on Care Plus are given a comprehensive initial assessment, and then an 

individual care plan is developed, including scheduling regular follow-ups. Some patients 

might be on Care Plus for a few months, while others might be constantly on Care Plus. 

Patients receiving Care Plus services will generally pay reduced or nil co-payments. 
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6.3 Adjustments for equality 
There is a mix of other adjustments for a series of issues such as unmet need, ability to pay 

and for rurality. 

6.3.1 Adjustment for unmet need 
This model involves providing additional funding to improve access to services for groups 

who – for a variety of different reasons – tend to access services at a lower rate than other 

groups. 

It is often used in combination with need-based capitation. Without this adjustment, need-

based capitation has the potential to ‘bake-in’ existing differences in service access. 

Example: Services to improve access for high need groups – part of model for 
funding primary health care in New Zealand 

The purpose of services to improve access (SIA) funding is to reduce inequalities among 
those populations that are known to have poorer health statuses: 

• Māori. 

• Pacific. 

• People living in NZDep index decile 9-10 areas (in health, high deprivation 
areas are high decile – the opposite of in education). 

SIA funding can be used to extend or continue existing services, or to provide new 
services. The funding has a high level of flexibility, but cannot be used to reduce co-
payments.  

Generally a PHO will either provide additional services using this funding, or provide it to 

practices to use as they feel is appropriate. For example: 

• A medical centre in Carterton might provide a patient with petrol vouchers to 
support them to attend an appointment with a specialist in Wellington. 

• A PHO might employ a part-time liaison nurse to visit patients at home after 
they are discharged from hospital with an acute condition – in cases where 
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concerns regarding the patient’s home environment have been identified by the 
GP, and/or as part of the discharge planning process. 

Figure 13 Funding rates for Services to Improve Access (SIA)  

 

Example: Unmet need adjuster – part of model for funding DHBs in New Zealand 

As PBFF cost weights are based on the people who accessed services, they need to be 
adjusted for the fact that certain population groups currently underutilise health services. 
If the raw cost weights were applied, this would have the effect of ‘baking in’ existing 
inequalities into the funding model. 

The unmet need adjuster is a policy-based adjuster, which targets three population groups: 

• Māori. 

• Pacific. 

• People living in deprivation quintiles 4 or 5 (most deprived). 

The weightings are additive. This means that a Māori person living in a quintile 5 
meshblock will receive double the unmet need adjuster of a non-Māori, non-Pacific 
person of the same age and sex living in a quintile 5 meshblock. 

The unmet need adjuster accounts for approximately 1.5 percent of PBFF. 

6.3.2 Recognition of variable ability of service user to 
pay/contribute 

This model involves providing additional funding to enable additional services to be 

provided to high need individuals as one of the adjustments for inequality. 

Example: Patient co-payments – part of model for funding primary health care in 
New Zealand 

Patient co-payments vary from practice to practice. 
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Each year, the maximum increase in patient co-payments is calculated centrally, using an 
established methodology. 

Practices can seek approval via a fees review process (run by the DHB) to increase their 
patient co-payments more than the minimum level. Few practices seek approval, but those 
who do are generally granted it. 

6.3.3 Recognition of variable input costs and/or 
structural inefficiencies 

There is also recognition of issues such as rurality and variable input costs. 

Example: Rural adjuster in population based funding formula – part of model for 
funding DHBs in New Zealand 

• The purpose of the rural adjuster is to recognise that there are additional costs and 
structural inefficiencies involved in providing services to rural and/or remote 
communities. 

• The adjuster is calculated by modelling the cost of inequalities of scale. 

• This adjuster accounts for approximately 1.2 percent of PBFF. 

6.4 Overseas funding models 
The purpose of this section is to identify and explore funding model features and leavers 

used in other systems in order to expand our toolbox. 

School funding is a relatively recent policy focus internationally. The OECD started work on 

school funding in 2013 and will complete a review entitled Policies to Improve the 

Effectiveness of Resource Use in Schools in 2016. 

A Ministry of Education report into overseas examples of funding reviews found that, in 

general, the reviews surveyed recommended changes that brought other systems closer to 

New Zealand’s model or the principles underpinning our funding system such as:44 

• A preference for core funding per student (according to the stage of schooling) 

supplemented by bands of funding to target particular needs. 

• The major share of funding being distributed according to student rather than 

institutional requirements. 

• Greater delegation of funding to schools. 

• Greater flexibility for schools to use their resources, supported by stronger 

accountability. 

                                                      

44  The Ministry of Education, 13 May 2015, ‘Education Report: A summary of overseas funding reviews of 
schooling and early childhood education’ (briefing paper). 
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Current Australian model for the funding of the government school sector 

Overall structure 

Funding for government schools is provided by both the Federal government and state 
and territory governments. 

The Federal government provides funding for state and territory governments to 
distribute through the following mechanisms: 

• The National Schools SPP (specific purpose payment) is a bulk-funding payment made 
to state and territory governments. It includes previously separate recurrent 
funding (described below), as well as specific payments that were made for 
capital grants, targeted programs, and a number of additional programs for 
defined areas of schooling. State and territory governments now have flexibility 
in how they spend this funding across schooling. 

• The Average Government School Recurrent Costs (AGSRC) – now forms part of the 
SPP above. As a benchmark, AGSRC sets per student amounts, with separate 
amounts calculated for primary and secondary school levels. Payments to the 
states and territories for government schools under the National Schools SPP 
are also adjusted for growth in these per student amounts from year to year.45 

• In addition to the National Schools SPP, nine National Partnerships46 are 
providing funding to government and non-government schools in a number of 
priority reform areas, with the majority of this funding to be expended by 2014 
– 2015. National Partnerships generally have a co-investment requirement that 
requires the state or territory to continue their own expenditures. A number of 
the National Partnerships have outcomes-based reward payment components. 

State and territory government funding: State and territory governments are the primary 
funders of government schools, but they do so in ways that are complex and vary 
substantially among jurisdictions. Broadly speaking, each state and territory government 
school system allocates funding to government schools through one of two methods. The 
first is a central resource allocation that allocates staff and other resources, including school 
consumables, to schools. The second is a budgetary allocation that is provided to schools, 
which then make decisions about how the funding is spent. Most government systems use 
a mixture of these methods, with the level of budgetary responsibility afforded to schools 
varying across states and territories. For example: 

• Victoria: School budget allocation through the Student Resource Package 
(which incorporates teaching costs, school running costs and targeted 

                                                      

45  AGSRC is a measure of historical expenditure levels in average government schools. As such, it is a 
backward-looking approach to resourcing schools, based on past levels of inputs from governments. While 
AGSRC is based on average expenditure in government schools, there are schools with vastly different 
characteristics and student cohorts across all schooling sectors and states and territories. These differences 
are due to factors such as school location or size, or types of disadvantage faced by the students. An average 
measure like AGSRC does not reflect the cost of meeting the different needs of schools, systems or 
jurisdictions. 

46  The nine National Partnership areas are: Trade Training Centres in Schools, Digital Education Revolution, 
Building the Education Revolution, Smarter Schools – Literacy and Numeracy, Smarter Schools – Low SES 
School Communities, Smarter Schools – Improving Teacher Quality, Youth Attainment and Transitions, 
Closing the Gap in the Northern Territory, and More Support for Students with Disabilities. 
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initiatives). Provides schools with a high degree of autonomy over the allocation 
of funds including of some staff appointments. 

• ACT: Completely centralised with direct central payments of school-based costs, 
allocation of resources including staff, central payments for school-based 
expenditure. 

Funding for need 

At the Australian Government level it can be difficult to quantify the amount of funding 
being provided to address disadvantage in the government sector because funding is 
‘rolled into’ a global funding allocation through the National Schools SPP. In addition, 
some targeted funding is provided through a number of initiatives including some of the 
National Partnerships. 

State and territory governments are the major funders of disadvantaged students and schools in 
the government sector, with the Australian Government providing supplementary 
assistance. 

All funding models attempt to identify and fund based on student need and, therefore, to 
reduce the impact of student background on educational outcomes. The current 
approaches aim to redress disadvantage presented by factors such as socioeconomic 
status; Indigenous status; disability; language barriers; and remoteness (noting that many 
of these factors are interrelated) via either recurrent funding mechanisms such as loadings, 
weightings, multipliers or targeted funding (defined as funding provided for specific 
educational objectives or outcomes and delivered through defined programs or initiatives). 
In practice, funding models tend to be characterised by a mix of both loadings (to provide 
a base level of funding for equity groups) and targeted initiatives (which provide 
supplementary support for specific objectives or outcomes). 

Case study – Victoria: Funding for need in Victoria is based on parents’ education levels 
and on student’s test results. 

Analysis by the University of Melbourne undertaken on behalf of the Victorian 
Government found that student family occupation (SFO), defined as the occupation of 
the parent in the highest employment category, was the best predictor of student 
outcomes. Consequently, Victoria has adopted this as the basis for equity allocations in its 
government school funding model. Student family occupation (SFO) is used in Victoria as 
the single basis of equity allocations within its model, while Indigenous and mobility 
funding continues to be provided separately.47 

Data regarding occupational categories is collected each year as part of the mid-year 
(August) school census. To be eligible for SFO funding a school’s SFO density must be 
greater than the state-wide median SFO density.48 

Additionally, the Victorian Government recently announced that extra funding for need 
would be provided to help students who have fallen behind their classmates catch up.49 

                                                      

47  Deloitte Access Economics 2011, Assessing existing funding models for schooling in Australia, report prepared for 
the Review of Funding for Schooling panel. 

48  SFO density is calculated as: Sum of (Number of students x weighting for each occupational category) / Total number of 
students. 

49  http://www.premier.vic.gov.au/education-state-more-help-for-struggling-students. 

http://www.premier.vic.gov.au/education-state-more-help-for-struggling-students
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The ‘catch-up boost’ funding of $2000 per student50 is to be provided to secondary 
schools for each student “who has not met acceptable learning benchmarks in Year 5 
NAPLAN.”51 

 

Finland 

Finland is considered to have one of the most successful education systems with 
consistently high results in international tests such as PISA. 

Structure: Finland has nine years of basic education (comprehensive school) with focus on 
equity and on preventing low achievement, and offers flexibility at upper secondary level 
between general and vocational education and training options that both lead to tertiary 
education. Education is currently compulsory from ages 7 to 16 and will be extended to 
age 6 to 17 in 2015. 

Governance of the education system is shared between central and local authorities. The 
Finnish Government defines and sets educational priorities, while municipalities (local 
authorities) maintain and support schools and day-care centres and also have significant 
responsibility for organising education, funding and curriculum, and for hiring personnel. 
Compared to other OECD countries, schools in Finland have below average levels of 
autonomy over resource allocation.52 

In Finland and Norway, a funding formula is also applied systematically by the responsible 
ministries in order to determine the lump sums awarded to municipalities to finance not 
only education, but also other public services for which municipalities are responsible. In 
turn, many municipalities also use a funding formula to allocate funds to schools from the 
lump sum they receive and the taxes they collect. The formula may differ between 
municipalities. In Finland, extra funding based on need is allocated to municipalities for 
remote schools and for students who are non-native speakers.53 

Sahlberg (2007) notes the following distinctive characteristics of the Finnish system:54 

• Flexibility and loose standards. In contrast to most systems which have high and 
centrally prescribed performance standards, the Finnish system builds on 
existing good practices and innovations in school-based curriculum 
development, setting of learning targets and networking through steering by 
information and support. 

• Broad learning combined with creativity rather than a focus on literacy and 
numeracy. 

                                                      

50  http://www.theage.com.au/victoria/victoria-schools-funding-parents-education-key-to-each-schools-share-
of-747-million-20150914-gjlxdj.html. 

51  NAPLAN stands for National Assessment Program – Literacy and Numeracy: 
http://www.nap.edu.au/naplan/naplan.html. 

52  OECD (2015), Education Policy Outlook 2015: Making Reforms Happen, OECD Publishing. Accessed 
online: http://dx.doi.org/10.1787/9789264225442-en. 

53  European Commission/EACEA/Eurydice, 2014. Financing Schools in Europe: Mechanisms, Methods and 
Criteria in Public Funding. Eurydice Report. Luxembourg: Publications Office of the European Union. 

54  Sahlberg P 2007, ‘Education policies for raising student learning: the Finnish approach’, Journal of 
Education Policy, 22(2): 147-171. 

http://www.theage.com.au/victoria/victoria-schools-funding-parents-education-key-to-each-schools-share-of-747-million-20150914-gjlxdj.html
http://www.theage.com.au/victoria/victoria-schools-funding-parents-education-key-to-each-schools-share-of-747-million-20150914-gjlxdj.html
http://www.nap.edu.au/naplan/naplan.html
http://dx.doi.org/10.1787/9789264225442-en
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• Intelligent accountability with trust-based professionalism rather than 
consequential accountability. 

• Well trained teachers: In Finland, teaching is a highly respected profession that 
attracts some of the nation’s best secondary school graduates – only 10 percent 
of students pass the rigorous selection procedure to enter teacher training. 

 


