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Report from the Technical Reference Group 
on Funding for Disadvantage to the Review of 
Funding Systems Ministerial Advisory Group 

Introduction 
The technical reference group on funding for disadvantage was established to advise on the 
question of how to allocate additional per-child funding to schools, early childhood education (ECE) 
services and ngā kohanga reo to enable them to support the progress and achievement of children 
at greater risk of educational underachievement due to disadvantage. The group met four times 
from December 2016 to February 2017 to explore: 

• using a predictive risk index to identify disadvantage in schools and services; 
• what it takes to accelerate progress for disadvantaged students; 
• implications for the design of the funding mechanism; and 
• how to ensure that the funding is used effectively. 

 
The group considers that achieving greater equity in New Zealand’s education system will require 
progress on a number of fronts. These include not only ensuring that funding for schools and 
services better matches their level of need, but also promoting quality teaching and effective 
governance and leadership in schools and services with children at greater risk of educational 
underachievement because of disadvantage. 

The group is concerned that the term “funding for disadvantage” has negative connotations and 
could promote deficit thinking. The group recommends that this additional funding be called “equity 
funding”. This term is already recognised in the early childhood education sector and describes 
what we are seeking to achieve through the funding, rather than focusing on the problem. 

The group considers that it is important to frame the purpose of this funding in terms of enabling 
schools and services to accelerate progress for disadvantaged children across all areas of the 
curriculum. Many children from disadvantaged backgrounds start early learning and school with 
less developed skills and greater knowledge gaps than their peers. 

Identifying disadvantage in schools and services 
The Ministry presented a new methodology, based on the characteristics of individual children, to 
estimate the number of children in each service or school at greater risk of educational 
underachievement because of disadvantage.   

This methodology uses a predictive risk index, drawing on administrative data held in the 
Integrated Data Infrastructure (IDI) to estimate the likelihood that a child will not achieve NCEA 
Level 2 based on historical correlations between individual characteristics, such as proportion of 
lifetime supported by benefits, and achievement. Each child enrolled in a school or service would 
be assigned a risk score depending on their particular combination of risk factors. These risk 
scores would be used to estimate the number of children in each service and school who are at 
greater risk of educational underachievement because of disadvantage. Individual children and 
their level of risk would not be identified. 
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Overall the group considers that the use of a predictive index would provide a better basis than the 
current Census meshblock methodology for assessing the scale of disadvantage in each school 
and service. It noted: 

• The index is based on analysis of the relationship between factors in children’s lives and 
educational outcomes.   

• Using information about individual children rather than about the neighbourhoods in which 
they live enables greater accuracy.   

• The index is not reliant on Census data, so the level of disadvantage in each school and 
service can be reassessed annually, rather than five-yearly. This would enable the level of 
funding to be better aligned with the scale of the challenge in each service and school, and 
also avoid the particularly disruptive changes in funding levels associated with decile 
recalculations. 

The group also noted and endorses the following specific features of the proposed index: 

• Individual children would not be identified. The protection of the privacy of individual 
children and avoiding stigmatisation is critical.  

• The index would use existing administrative data and would not require schools and 
services to collect any additional information. The group noted that this is different from 
earlier proposals, which raised the possibility of services and schools collecting additional 
information from families. Direct collection would have imposed a substantial administrative 
burden on schools and services.  

The group endorses the inclusion of all factors correlated with educational underachievement in 
the predictive risk index, including gender and ethnicity, to maximise its predictive power. 

The predictive index discussed with the group is calibrated against achievement of NCEA Level 2. 
In light of the variability in makeup of this qualification, the group suggested that it may not be the 
best indicator of future opportunities and outcomes for all students. It recommends that the Ministry 
further investigate the performance of NCEA Level 2 compared to alternative achievement 
benchmarks in predicting life outcomes. This would provide a test of the robustness of the 
identified factors and weightings in the risk index. The group suggested that NCEA Level 1 
inclusive of a minimum 14 ‘science’ credits may be more discerning of students’ future life 
outcomes. 

The predictive risk index uses information on past events to predict future events. The group 
suggested that changes in the social and economic environment may mean that the association 
between particular risk factors and the likelihood of not achieving may change over time. To ensure 
that the accuracy of the index at identifying those most at risk of educational underachievement 
does not deteriorate, the group recommends that the index be reviewed periodically using data on 
the latest cohort of students. 

The group is concerned that the predictive risk index may not sufficiently capture the additional 
challenge faced by some schools and services because of transience. High transience creates 
additional work in terms of welcoming new children and getting a rapid understanding of their 
needs. The group recommends analysis be undertaken of whether there is an association between 
the proportion of children in services and schools at greater risk of educational underachievement 
because of disadvantage and their level of transience to inform discussion about whether a 
separate mechanism would be necessary to allocate funding to address this challenge. 
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A key decision in implementing the index for funding purposes is the proportion of children and 
young people across the entire population that would be defined as at greater risk of 
underachievement because of disadvantage, and therefore would generate additional funding for 
services and schools. The group considers that defining around 20 to 25% of children and young 
people as disadvantaged is reasonable, but more analysis around the implications of using 
different thresholds in ECE, ngā kohanga reo and schooling is required. 

The group noted the harmful effects that the decile system has had due to the stigmatisation of low 
decile schools and children. It considers that not grouping schools into deciles has the potential to 
reduce this stigmatisation, but noted that the concept of identifying ‘disadvantaged’ schools is 
deeply entrenched in New Zealand. The group recommends that information about the number or 
proportion of children in each school or service not be proactively published. However, it is 
important that this information is made available to government agencies and community service 
providers where appropriate to enable them to target programmes and services to where there is 
greatest need. 

What it takes to accelerate progress for disadvantaged students 
The group considers that quality teaching is the most critical resource for accelerating progress of 
children at greater risk of educational underachievement because of disadvantage. It is therefore 
important that schools and services are encouraged to prioritise teaching when thinking about the 
use of this additional funding. This needs to be thought of not just in terms of employing additional 
teachers, but also developing teacher capability through professional learning and development 
and inquiry time. In the school sector, the group recommends that consideration be given to 
allocating some of this funding in the form of staffing entitlement.   

The group also noted that non-teaching resources, for example community liaison officers and 
social workers, are needed for addressing particular barriers to learning that arise from 
disadvantage. The group considers that behaviour, attendance, family and other out of school 
circumstances are the main factors that impact on progress and achievement of children from 
disadvantaged backgrounds. Schools and services need to be given sufficient flexibility to make 
expenditure choices suited to their specific circumstances and the needs of their students, and 
cash offers this flexibility. 

The group considers that acceleration of progress needs to start from the beginning of early 
childhood, not just from when a child starts school. Accelerating progress in ECE and ngā kohanga 
reo requires similar methods as in schooling, in particular effective leadership and teacher practice, 
as well as efforts to increase participation such as liaising with families to engage their children in 
services and supporting continued engagement by subsidising the cost of education or providing 
transport. 

The group emphasised that disadvantage can have an ongoing impact on children’s progress and 
achievement. Ongoing investment is required to maintain the gains that are made. 

The group considers that the scale of the challenge in accelerating progress for children who are at 
risk of educational underachievement because of disadvantage is magnified as the proportion of 
these children in the school or service increases – that is, with concentration. The group therefore 
recommends that the design of the mechanism for allocating funding takes into account 
concentration. Different thresholds may be appropriate in ECE and ngā kohanga reo relative to 
schooling due to the age of children and their level of independence. 

The group suggested that the current level of resourcing provided to schools and services with 
high concentrations of children from disadvantaged backgrounds is insufficient to enable them to 
overcome this disadvantage, and that a new funding mechanism should allocate more rather than 



 IN CONFIDENCE 
 

4 
 

less to these schools and services. The group believes that equity funding should be a priority for 
any additional government investment in education. 

Supporting the effective use of funding 
The group endorses schools and services continuing to have flexibility in how they use funding. 
The funding should be child-based but not child-specific. There will always be some children who 
the index identifies as disadvantaged but who do not require additional support, and others who 
are not predicted to be at risk but do require this support. Schools and services know which 
children need to make accelerated progress and must be entrusted to make decisions about where 
to target their resources. 

The group considers that schools and services should also be able to pool their funding together. 
This is especially important for smaller schools and services, which on their own may not generate 
enough funding to employ the kind of specialist staff needed to accelerate progress for 
disadvantaged students. The group considers that there may be a role for Communities of 
Learning | Kāhui Ako in this, but that the decision to pool funding must rest with individual schools 
and services. 

The group considers that to successfully accelerate progress for children at greater risk of 
educational underachievement because of disadvantage, there needs to be greater responsibility 
and transparency around how schools and services are using this funding. Services are required to 
report on how they are using equity funding and why they choose to use it in that way. The group 
recommends the same requirement should be made of schools, and both services and schools 
should report on what impact that expenditure has had. They should have the flexibility to choose 
which indicators to report on to demonstrate progress, and should not be required to use 
prescribed assessment tools, as this could narrow the focus of their efforts to accelerate progress. 
The annual report is the logical place for this reporting. 

The group considers that the purpose of these requirements should be to support schools and 
services to make better decisions. It is therefore important that these requirements are 
supplemented by processes that support the identification and sharing of good practice as well as 
identification of areas for improvement. 

Recommendations 
The group endorses the use of a predictive risk index to target additional funding to schools and 
services to enable them to support the progress and achievement of children at greater risk of 
educational underachievement due to disadvantage, and recommends that: 

• The additional funding is named ‘equity funding’. 

• Further work is undertaken to test the robustness of using NCEA Level 2 as the 
achievement benchmark to underpin the predictive risk index. 

• Further work is undertaken to determine whether a separate mechanism is required to 
recognise the challenges associated with transience. 

• Further work is undertaken to understand the implications of key choices around the design 
of the funding mechanism (e.g. the proportion of children and young people defined as 
disadvantaged, the structure of funding rates to recognise concentration). 

• A reporting framework is developed for both schools and services to increase transparency 
around the use and impact of this funding. 
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Appendix one – Technical Reference Group membership 
 
• Dave Appleyard, Rata St School, Naenae 
• Cathy Chalmers, Greenmeadows Intermediate, Auckland 
• Kararaina Cribb, Chief Executive Officer, Te Kōhanga Reo National Trust 
• Richard Edmundson, Linwood College, Christchurch  
• Phil Heeney, Te Kura Kaupapa Maori o Te Waiu o Ngati Porou, Ruatoria 
• Brendon Morrissey, Kaitaia Primary School, Northland  
• Dianne Pollard-Williams, Melville Primary School, Hamilton 
• Iain Taylor, Manurewa Intermediate, Auckland 
• Allan Vester, Edgewater College, Auckland. Chair of the New Zealand Secondary Principals’ 

Council. 
• Clare Wells, New Zealand Kindergartens Inc 
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