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Purpose of Report 

This report seeks your decision about the continued use of various early learning subsidy 
funding settings that have been applied to limit the financial effects of Covid-19 on early 
learning services since early 2020.  We seek your decision in time to communicate any 
changes to funding settings in the Early Learning Bulletin on Tuesday 13 December.  

Summary 

1. Between early 2020 and present, both you and the Ministry have made various 
changes to subsidy funding settings using statutory powers. These have helped 
protect services from the financial impacts of Covid-19. The main aim of these 
protections has been to maintain adequate supply of ECE provision.  
 

2. As with businesses generally, the direct impact of Covid-19 on ECE services is much 
lower than it has been, especially compared to the first 6-8 months of 2022. There is 
now a significantly lower level of Covid-19 infections and only the seven-day self-
isolation period remains as a mandated requirement.  
 

3. Given the current Covid-19 environment, we recommend you approve the removal of 
remaining protective funding settings still in place until the end of December. These 
mainly cover absence rules and emergency closure funding. It is also implicit that 
settings previously applied but not currently in use would require your direction to be 
reinstated. Reconsideration of funding protections may be needed if the Covid-19 
environment changes markedly in future.  
 

4. We recommend retention of 80 discretionary hours per funding period for teacher-led 
centres, which pre-dates Covid-19.  This measure responds to teacher supply 
concerns. We recommend changing the analogous measure (discretionary situations) 
for playcentres, kōhanga and home-based services back to the pre-Covid-19 level of 
five situations, as these services are not affected in the same way by certificated 
teacher supply.  
 

5. Removing Covid-19 funding protections may still impact services and potentially 
parents. This is primarily because the seven-day isolation period is still likely to limit 
staff availability. However, this depends on the levels of Covid-19 in the community 
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and immunity to the virus. The protection of certificated teacher funding bands is 
relevant to this scenario. Services may want this type of protection retained to cover 
any shortage of certificated teachers for any reason.         

Recommended Actions  

The Ministry of Education recommends you: 

EITHER 

a. agree to the removal, as soon as practically possible, of the following remaining 
settings currently in place to protect services from Covid-19 financial impacts; 

a. emergency closure funding for early childhood services if they are unable to 
operate due to staff absences related to Covid-19;  

Agree / Disagree 

b. claiming of child absences for Covid-19 for up to 12 weeks without the need for 
a medical certificate; 

Agree / Disagree 

c. resetting of the frequent absence rule; 

 Agree / Disagree 

d. use of a notional roll for playgroups;  

Agree / Disagree 

OR 

b. direct the Ministry to continue applying supportive funding settings, as appropriate, 
including any indicated in recommendation a. above;  

Agree / Disagree 

c. note that agreement to remove all funding settings in recommendation a. will return 
funding settings to those prior to Covid-19  

d. note that subsequent reinstatement of any supportive Covid-19 funding settings would 
not occur without your agreement;  

e. agree, for teacher supply reasons, to continue the number of discretionary hours 
available to teacher-led centre-based services at 80 hours per funding period; 

Agree / Disagree 

f. agree that teacher-led centre-based services must provide a report on the number of 
discretionary hours they have used when submitting their funding claim; 

Agree / Disagree 
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g. agree to reset the number of discretionary situations at five situations per funding 
period for playcentre, kōhanga reo and homebased services from 1 February 2023; 

Agree / Disagree 

h. note that decisions in recommendations a., b. and e.-g. are made under statutory 
powers provided for in section 548 of the Education and Training Act 2020; 

i. agree that the Ministry of Education release this briefing once decisions have been 
publicly announced, subject to the provisions of the Official Information Act 1982.  

Agree / Disagree. 

 
 
 

 
 
Siobhan Murray Hon Chris Hipkins 
Senior Policy Manager, ECE Policy Minister of Education 
Te Pou Kaupapahere  
 
2 / 12 / 2022       __/__/____ 
 
 

11  12   2022
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Background 

6. Since the Covid-19 pandemic started in March 2020, you have approved changes to 
several early learning funding settings under your statutory powers in section 548 of 
the Education and Training Act 2020. That legislation allows you, or a delegated 
Ministry titleholder, to place conditions (ie, requirements) on funding of early childhood 
services as well as setting amounts of funding from within appropriated funding (ie, the 
rates or levels of grants (subsidies) to services).  

 
7. The amended settings or ‘protections’ have been aimed at safeguarding against too 

many services experiencing ‘hard landings’ and closing en masse due to sudden 
decreases in government revenue. They were not intended to protect services’ viability 
for its own sake.  
 

8. If too many services suddenly closed, there was concern that this would lead to a rapid 
and significant shortfall in ECE provision. This would have meant rehoming of children 
who no longer had a service would become very difficult [METIS 1228122 refers]. This 
appeared likely if unemployment had rapidly spiked, therefore reducing ECE demand, 
but then recovered so that demand increased quickly beyond capacity. As it turns out, 
this worst-case unemployment scenario has not played out.     
 

9. In the early stages of the pandemic we sought agreement directly from you to these 
funding protections. This was because the changes to existing funding conditions was 
so significant. Since then, the Ministry has largely managed which protections are in 
place at any one time under delegated statutory authority, albeit guided by the 
precedent of your earlier decisions. 
 

10. Figure 1 shows how the various protections have sustained the usual (pre-Covid-19) 
pattern and levels of funded child hours (FCHs). Without these protections, FCHs 
would have altered due to Covid-19 impacts on child attendance. In contrast, actual 
attendance hours are noticeably less consistent since early 2020.  
 
Figure 1: Attendance, booking and funded child hours 2019-22 
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Funding protections used to date 
 

11. The following table outlines the key funding protections used at various times since 
March 2020. The protections alter the existing main subsidy funding conditions or rules 
(ie, for the ECE Subsidy and the 20 Hours ECE subsidy). 

 
Table 1: Funding protections applied since early 2020 due to Covid-19 

Protection type Does what In use / no longer in 
use 

Wash-up 
protection 

Allows services to retain their full 
advance funding, even if actual 
attendance is less than what the 
advance is calculated on.  

Not currently used. 

Emergency 
closure 

Funds services for days closed due to 
defined Covid-19-related scenarios 
eg, public health requirements, lack of 
demand, discomfort opening 

Currently in use 
where Covid-19 
isolation limits staffing 
availability 

Increased levels 
of advance 
funding 

Increase to the advance funding 
proportion for services from the usual 
75%. 

Not currently used. 

Length of 
continuous 
absence 
permitted 

i. Allows all absences up to 12 
weeks to be claimed, rather 
than usual 3 weeks. 

ii. Allowing absences for Covid-
19 to be claimed up to 12 
weeks by parental signature 
confirmation rather than 
medical certificate. 

Currently in use for ii. 

Absence pattern 
requirements 
(frequent 
absence)  

Suspending (ie, resetting) rules 
around matching of attendance to 
enrolment. 

Reset at 1 October. 

Discretionary 
hours/situations 

Provision of 80 discretionary hours to 
cover certificated teacher absences 
for staff funding band purposes. 10 
discretionary situations for non-
teacher-led, centre-based services.  

Currently in use. 

Funding band 
protection 

Stops services from dropping to a 
lower certificated teacher funding 
band from one funding period to 
another.  

Applied to the last 
funding payment 
made (November 
2022) 

Notional roll for 
playgroups 

Provides for an assumed number of 
children, rather than specific 
attendance.  

Currently in use – 
expires 31 January  

 
12. So far in this funding period (October 2022 – January 2023), the Ministry has extended 

the protections indicated as currently in use month by month until December. The 
exception is the notional roll, which lasts for six months at a time. The frequent absence 
rule has not been reset since October but effectively lasts for four months.   
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Future approach to funding protections 

13. We planned to take stock of changes in Covid-19 levels after the winter and early 
spring period and await the status of mandated public health measures before 
considering whether it was timely to remove all funding protections. Almost all public 
health measures (including the Covid-19 Protection Framework) have been removed 
and there have been substantially lower case numbers in the last two or three months. 
However, the mandatory seven-day isolation period for infected individuals does 
remain. You also indicated your interest in returning to pre-Covid-19 funding settings 
at the Agency meeting on 21 November 2022.  
 

14. On balance, the Ministry recommends you agree to remove the various funding 
protections currently in use in Table 1, with the exception of increased discretionary 
hours for teacher-led centres. If you agree, these remaining protections would be 
removed as soon as practically possible (most likely the end of December 2022). 
Alternatively, you may decide to continue with the status quo. In this case we 
recommend that you could delegate to the Ministry to continue to determine best use 
of funding settings.  
 

15. While you are explicitly agreeing to remove specific protections, it is implicit that, if you 
remove all of them, no protections would be re-applied (by the Ministry) without your 
direction. The complete removal proposed is a point in time decision and may need 
revisiting, for example, if infection rates increase markedly.  
 

16. The recommended approach is not without risk, as we outline later. The sector is likely 
to comment on their removal. Services have consistently told us that the range of 
protections have been invaluable over the last two and a half years. They are aware 
protections could be discontinued but have become used to their existence.  
 

17. Next, we discuss several of the protections in terms of what their unavailability means 
for: 

• financial impact on services 

• financial impact for government 

• impact on parents. 
 
 
Financial impact on services  
 
Child absence rules 
 
18. We consider that the day-to-day impact of Covid-19 on child attendance and therefore 

funding is now sufficiently protected by pre-Covid-19 absence rules. The standard pre-
Covid-19 continuous absence rule allows early learning subsidies to be claimed when 
children are absent for three weeks without explanation. This should cover the vast 
majority of seven-day mandatory isolations, plus recovery time on top of that.   
 

19. The pre-Covid-19 12 week continuous absence rule allows 12 weeks of absence for 
sickness with an accompanying doctor’s certificate. We removed this requirement to 
limit pressure on the healthcare system during the peak of cases. Instead, parents may 
sign the appropriate form instead of a GP. This seems less justifiable, given much 
lower case numbers now compared to the first 6-9 months of the year. Furthermore, 
most cases in children are mild, with few experiencing persistent symptoms following 
Omicron infection compared to adults.1     

 
1 See COVID-19 disease in children (starship.org.nz) 

https://starship.org.nz/guidelines/covid-19-disease-in-children/
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20. The funding requirement to match attendance to enrolment (four months of irregular 

attendance is permitted before funding is impacted) known as the ‘frequent absence’ 
rule also appears to be unnecessary with respect to Covid-19. We should be looking 
to encourage services to maintain regular attendance as part of normalising the 
community’s response to Covid-19.  
 

21. The frequent absence rule has been a ‘pain point’ for ECE services long before Covid-
19. Some families struggle to maintain a consistent attendance pattern, for example 
due to casual work arrangements. This places a burden on services to get parents to 
align enrolment and attendance patterns. and means reinstating the frequent absence 
rule will make the pain point return.   

 
Emergency closure for staff absence 
 
22. We recommend maintaining access to emergency closure funding for early learning 

services due to staff absences related to Covid-19 until 31 January 2023. After this 
date services would no longer be able to claim funding if they did not open due to staff 
Covid-19 absences. 
 

23. There are noticeably fewer instances of emergency closure claims in the last two 
months. There have been just under 150 claims per month over October and 
November, about half the level of the previous eight months. Without emergency 
closure protection, affected services may have to pay for relievers to remain open or 
temporarily close and lose funding. This is exacerbated by the mandatory isolation 
period. Successful removal of this protection relies on overall infection rates remaining 
low and immunity in a service preventing colleagues from being infected.            

 
Funding band protection 
 
24. While you would not be explicitly agreeing to remove this protection, for the last two 

funding periods (July and November 2022), we kept services in their previous period 
funding band. Analogous to emergency closure, there is some risk, depending on 
overall levels of Covid-19 infection, that services will find teacher illness undermines 
their ability to remain in the same funding band. Services would need to rely on paying 
for certificated relievers or reducing opening hours, to remain in higher funding bands. 
 

25. It is possible services will object to removal of this protection due to the risk outlined 
above. They may also be relying on using this protection to counteract the cost of 
teacher shortages. These shortages are not necessarily the direct result of Covid-19 
infections but do make it harder for services to remain in higher funding bands. The 
funding band protection also goes beyond the protection afforded by the 80 
discretionary hours policy. 
 

26. Funding band protection can also incentivise services to maximise use of unqualified 
relief teachers where there is knowledge this will not have consequences. There is 
some evidence that this has occurred in the previous funding period, as funding band 
protection was made public at the start of a funding period.  

 
Notional rolls for playgroups 
 
27. With the significantly decreased levels of Covid-19 in the community, we consider that 

moving back to actual, rather than notional, rolls as a basis for playgroup funding 
should not greatly affect playgroups financially.  
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Discretionary hours and sessions 

 
28. We recommend that the discretionary hours allocation (where unqualified teacher 

hours can count as certificated teacher hours per funding period) be continued at 80 
hours, rather than reduced back to 40 hours per funding period. This is to maintain 
assistance to manage workforce pressures. The use of discretionary hours in this way 
pre-dates the Covid-19 pandemic [METIS 1204300 and 1229812 refer]. 
 

29. The increase to 80 hours occurred in June 2021 and was intended to be a response 
to workforce pressure for two funding periods [METIS 1265021 refers]. However, the 
Ministry has continued to allow this level of discretionary hours as Covid-19 infections 
surged earlier in the year. Any reduction in discretionary hours should be contingent 
on further assessment of early learning certificated teacher supply.  
 

30. We also recommend a return to the status quo in terms of services having to maintain 
evidence that they have made an effort to contact a certificated reliever before they 
claim discretionary hours. This was relaxed as a means of relieving administrative 
pressure on services during the peak of the outbreak. 
 

31. We also recommend returning the number of discretionary situations to five situations 
per funding period for playcentre, kōhanga reo and homebased services from 1 
February 2023. This reduces from ten currently and recognises that these services are 
not as impacted by certificated teacher supply issues as teacher-led, centre-based 
services.  
 

Financial impact on government - analysis 
 
32. In general, the protections offered throughout Covid-19 can be seen as broadly fiscally 

neutral, at least in the context of a baseline of approximately $2 billion per annum. This 
is supported by the level and shape of the FCH line in Figure 1 earlier. Most of the 
protections more or less maintain funding payments as they would be without Covid-
19.  
 

33. The two interventions that we know clearly increase spending above what would 
otherwise be expected are: 

 

• the non-clawback of advance funding in the wash-up. This is where 
attendance is less than expected and always results in an extra cost to 
government. 
 

• The protection of funding bands. This has a cost of around $5-10 million per 
period because it is unable to segment between drops in funding band due to 
Covid-19 or non-Covid-19 reasons.  
 

34. While the cost of these two protections is small in the context of the total appropriation, 
the Ministry has had to be careful that this risk is managed over the last 2-3 years so 
the appropriation is not breached. Removing these protections in the future is therefore 
fiscally prudent. 
 

Impact on parents and caregivers - analysis 
 
35. In general, we anticipate that the impact on parents should be low. This is dependent 

on where Covid-19 infection rates trend and whether settings such as the compulsory 
isolation period are maintained.  
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36. It is possible that any services that are impacted by Covid-19 directly, especially in 
terms of staff absence, will need to consider how to meet any relief costs. This may 
lead to pressure on fees in some instances. Other means of dealing with staff absence 
include reduced hours and, at the extreme end, closure. Both of these will affect 
parents.   

Next steps 

37. We will communicate your decision to the early learning sector through He Pānui 
Kōhungahunga – Early Learning Bulletin. This is likely to be at the same time as 
changes to the extended pay parity funding rates on Tuesday 13 December. Even if 
you decide not to remove funding protections, we will still communicate this through 
the Bulletin to ECE services.  




