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Executive Summary 

Introduction 

1 This report by the project group sets out the findings of the Funding Category Review 
(FCR).  The FCR Project Group consisted of an independent project leader and officials 
assisting with the project and was advised by the FCR Sector Expert Group.  The FCR 
reviewed identified potential funding anomalies in the Student Component funding 
system, used to provide student tuition subsidies to Tertiary Education Organisations 
(TEOs).  Government as part of Budget 2005 has considered the policy implications of 
the findings.  Any decisions on whether to adjust funding rates will be made by 
government taking account of this report and of the interactions between this analysis 
and other initiatives. 

2 The scope of the FCR was based on the recommendations of the FCR Scope Working 
Group and consultation with the sector in early 2003.  The FCR also looked at two other 
issues: whether the NZSCED classification system might be used as a basis for 
funding, and whether different funding rates are required for different courses at NQF 
levels 1 and 2. 

Background Information 

3 Student Component funding is based on classifying individual courses, and in some 
instances programmes, into one of 39 defined classifications based primarily on the 
predominant subject matter, and similar levels of cost, of the course.  The 39 
classifications are grouped into funding categories (A, B, C, G, H, I, J and, from 2005, 
K). Since its introduction the Student Component has undergone several modifications 
and the tertiary education system has evolved substantially, including the emergence of 
PTE (Private Training Establishments) and advances in the financial management 
systems used by TEOs. Furthermore, since its introduction, the resourcing 
requirements for providing different types of courses, the demand for 
subjects/disciplines have changed considerably. The combined impact of these 
changes may have led to anomalies within the system.  
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Methodology 
4 A cross section of TEOs (five universities, eight polytechnics, six PTEs and one 

wananga) provided operational and financial data in the identified areas of potential 
anomaly, as well as for their overall TEO.  The methodology used in the FCR was to 
compare the revenue and costs for each area under investigation within each TEO 
against the revenue and costs for the respective TEO as a whole.  The analysis in each 
case considered total revenue and its components (government subsidies and student 
fees).  This comparison identified whether the revenue to costs ratio for the each area 
being reviewed, relative to TEO as a whole (whole-of-TEO), was anomalous.  The 
results across all TEOs that provided data were analysed in arriving at overall 
conclusions.   

5 The diagram below summarises the methodology. 

 

6 Limitations to and issues with the methodology had to be taken into account. They 
included: 

• the robustness of the data used for the review being at times questionable; 

• the small sample available when considering some anomalies; 

• the results reflecting current practice, and not necessarily the most cost-effective 
way of delivering the courses;  

• the data is a single year (2002) “snapshot” of the resources / costs and these 
may not reflect the sustainable level of costs required for an area of review in the 
medium term. 
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7 A number of quality assurance steps were undertaken to ensure the methodology and 
process were robust: 

• the methodology is based on the recommendations of the FCR Scope Working 
Group.  The Sector Expert Group1 was involved in finalising the detailed 
methodology. 

• the volume and financial data collected for the FCR from the providers were 
cross validated against previous reporting by the same TEOs. 

• the processed data and the ratios for each anomaly for individual TEOs were fed 
back to them to ensure that their information had been correctly interpreted and 
processed. 

• the modelling was also subject to an independent quality assurance process. 

Issues relating to the FCR 
8 The Student Component funding system incorporates the principle of bulk funding to 

support the institutional autonomy of TEOs.  Funding anomalies can be accommodated 
within a bulk funding system as long as they do not discourage the provision of courses 
in areas of high relevance or encourage over-provision in areas of low relevance.  This 
bulk funding approach is likely to be inconsistent with: 

• the FCR focusing on clusters of courses within a broader discipline, with 
these being separated out and analysed as a potential anomaly simply 
because that cluster is perceived to include more expensive courses; and 

• some TEOs (mostly but not solely PTEs) choosing to specialise in a narrow 
range of courses that fall at the upper or lower end of the spectrum within a 
funding category in terms of resource requirements. 

 
9 The introduction of Fee and Course Costs Maxima (FCCM) means TEOs will have less 

flexibility to rely on increased student fees to offset the costs of expensive courses. 

10 It should be noted that the attractiveness of specific courses/programmes to students is 
unlikely to change as a direct consequence of providing additional funding for an 
anomaly, unless it results in the TEO promoting that area of study or substantially 
reducing the student fee component of funding. 

 

1 See Introduction – the sector expert group was a cross-section of representatives from sector stakeholders 
(listed in Appendix One). 
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11 The design of future FCRs needs to consider: 

• the definitional risks of using additional criteria beyond the content of the 
course and the level of study to identify courses/programmes for review (as 
in “high-end” in this review); 

• the need to consider over-funded as well as under-funded anomalies so that 
the overall system average does not trend upwards; and  

• difficulties in accessing data of sufficient quality and consistency at the 
required level of detail, which might require a future review to include 
developing or improving the quality of essential source data prior to the 
review. 

Findings 
12 The findings are summarised below. 

Potential anomaly Findings 

Natural and Physical 
Science 

The analysis shows 
• the weighted average income to cost ratio is 9% lower than the whole-of-TEO 

averages; 
• the weighted average subsidy to cost ratio is the same as the whole-of-TEO 

averages; and 
• the weighted average fee to subsidy ratio is 29% lower than the overall 

average for whole sector. 

Computer Applications 
(Category A-funded 
courses) 

The analysis shows  
• both the weighted average income and the subsidy to cost ratios are 

approximately 5% lower than the respective whole-of-TEO averages; and 
• the fees varied significantly between the TEOs and the weighted average fee 

to subsidy ratio is 8% higher than overall average for whole sector. 

Agriculture and 
horticulture 

 

Non-degree (currently 
funded at Category B) 

The analysis shows  
• the weighted average income to cost ratio is 8% lower than the whole-of-TEO 

averages the weighted average subsidy to cost ratio is 12% lower than the 
whole-of-TEO averages and 

• the weighted average fee to subsidy ratio is 10% higher than the overall 
average for whole sector. 

Degree (currently funded at 
Category C) 

The analysis shows  
• the weighted average income to cost ratio is 11% lower than the whole-of-

TEO averages; 
• the weighted average subsidy to cost ratio is 2% lower than the whole-of-TEO 

averages 
• the weighted average fee to subsidy ratio is 32% lower than the overall 

average for whole sector. 
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Potential anomaly Findings 

Trades and Technical  

Course Classification #11 The analysis shows  
• the weighted average income to cost ratio is 12% lower than the whole-of-

TEO averages; 
• the weighted average subsidy to cost ratio is 13% lower than the whole-of-

TEO averages; and 
• the weighted average fee to subsidy ratio is 4% higher as the overall average 

for whole sector. 
• Note that CC#11 is less than 20% of total  Trades EFTS. 

Course Classification #22 The analysis shows 
• the weighted average income to cost ratio is 5% lower than the whole-of-TEO 

averages; 
• the weighted average subsidy  to cost ratio is 4% higher than the whole-of-

TEO averages; and 
• the weighted average fee to subsidy ratio is 27% lower than the overall 

average for whole sector. 

Performing Arts and 
Performing Music 

• No firm conclusions were possible from the analysis as there was significant 
variability in the nature of courses and the results within the TEOs sampled. 

Second language 
teaching and teaching of 
Te Reo 

(The sample did not include Te Wananga o Aotearoa, the major provider of Te 
Reo.) 

The analysis shows  
• the weighted average income to cost ratio is 14% lower than the whole-of-

TEO averages; 
• the weighted average subsidy to cost ratio is 21% lower than the whole-of-

TEO averages; and 
• the weighted average fee to subsidy ratio is about 28% higher than the overall 

average for whole sector. 

Tikanga Mätauranga 
Maori (Marae based) 

There is one TEO providing primarily marae-based courses 

The analysis shows the total income to cost ratio is 15% lower than the average 
for the one provider.  However, the gap between the anomaly and the average is 
exaggerated as whole-of-TEO income to cost ratio is above the norm, but some 
TEOs in the sample also have higher income to cost ratio as TWOR. 

Areas of national 
importance with low 
student numbers and 
high costs: 

 

Optical Science The analysis shows evidence of a funding anomaly based on the information from 
one TEO.  Further discussion with TEO is required.  
• the income to cost ratio is 15% lower than the whole-of-TEO averages; 
• the subsidy  to cost ratio is 23% higher than the whole-of-TEO averages; and 
• the fee to subsidy ratio is 45% higher than the overall average for whole 

sector. 

Medical Imaging The findings for the two TEOs sampled were too disparate to form a conclusion. 

Chiropractic The analysis shows the source of the problem is not the subsidy rates, but low 
student volumes due to funding policies. 
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Potential anomaly Findings 

Osteopathy The analysis shows evidence of a funding anomaly based on the information from 
one TEO.   
• the income to cost ratio is 29% lower than the whole-of-TEO averages; 
• the subsidy  to cost ratio is 43% higher than the whole-of-TEO averages; and 
• the fee to subsidy ratio is 95% higher than the overall average for whole 

sector. 

Taught postgraduate 
courses (TPG) 

The analysis shows: 
• the cost TPG courses are 119% higher than the undergraduate courses; 
• the fees for TPG courses are 15% higher than undergraduate courses; 
• there is evidence that undergraduate course funding cross-subsidises TPG 

course costs. 
 

13 Note that under current policy, the fee or FCCM to subsidy ratios are not uniform.  
Therefore, while the analysis may identify the fee as the source of anomaly in the 
income, it does not necessarily imply that a fee increase is appropriate or desirable.  
Also note it is the norm in other jurisdictions, e.g. the UK and Australia, to have varying 
fee to subsidy ratios. 

14 As part of the FCR, the project team was asked to review areas where the subsidy add-
on to the Student Component is less than $500 above or below a cost category, or can 
easily be simplified.  Two scenarios were modelled for simplifying add-ons.  The more 
comprehensive of the two scenarios merged all add-ons into existing funding 
categories, or created new funding categories.  It would still have minimal impact for 
any individual TEO, removing at most up to 0.07% of revenue. 

15 The FCR considered the merits of using NZSCED as a funding classification system.  
To enable a comparative assessment of NZSCED and the current funding 
classifications, a number of criteria were identified and used to evaluate these two 
systems.  The evaluation suggested that options for a more structured and consistent 
system of course/programme classification are worth more detailed examination.  
However there is evidence of only moderate correlation between NZSCED classification 
fields and the current funding categories and hence its adoption could result in 
reallocation of funding across TEOs.   

16 Options to be considered would be modifying the existing 1-39 course classification 
categories and use of the NZSCED. The potential to use the PBRF classification 
system may also be considered as the basis for a funding classification system. 

17 The FCR established that the centrally held data on NQF level 1 and 2 courses are 
incomplete and possibly inaccurate, as the compulsory assignment and reporting of 
NQF levels on all courses is not required until August 2006. 

18 Discussions during the FCR have established that NQF level 1 and 2 courses exhibit 
considerable variability in the costs/resources for their delivery, because of widely 
varying class sizes, class contact hours, infrastructure/equipment requirements and 
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student/learner support. It is considered unlikely that NQF level 1 and 2 courses would 
systematically exhibit higher or lower costs per EFTS than courses at other NQF levels.  
Sub sets of NQF courses are however likely to exhibit both relatively higher and lower 
costs than other NQF levels.  The criteria for identifying those subsets are considered 
more likely to be class size, class contact hours, learner support and mode of delivery 
than different classifications within the 1 to 39 course classification system. 

19 Defining these criteria and obtaining robust data from TEOs to classify NQF level 1 and 
2 courses into subsets for funding will be a challenge, require significant input and 
support from TEOs and require TEC to “validate” the TEO data 
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Introduction 
20 This report by the project group sets out the findings of the Funding Category Review 

(FCR).  The FCR has reviewed identified areas of potential funding anomalies in the 
Student Component, which provides government tuition subsidies to Tertiary Education 
Organisations (TEOs).  It should be noted that this report does not include discussion of 
the policy implications of the findings.  It recognises that setting funding rates is the 
responsibility of Cabinet.  The findings of this review informed the advice provided to 
ministers in the setting of funding rates in Budget 2005.  Ministers’ decisions will take 
account of a variety of issues, including the findings of this review and other tertiary 
education policies.  . 

21 The Tertiary Education Advisory Committee (TEAC) recommended in its fourth report 
that a FCR be undertaken, and this was agreed to by the Government in May 2002.  A 
key driver for the review was anecdotal evidence that the current relativities between 
different per student tuition subsidies may cause distortion in provider behaviour (either 
in terms of quality or quantity of provision) in some areas. 

22 A Scope Working Group, established in September 2002, reported in December 2002.  
The group identified that the differences between the existing funding categories were 
broadly right, but that a number of areas of possible anomaly within the system needed 
further investigation.  They recommended the anomalous areas to be included in the 
scope for the FCR, and the overall methodology to be used. 

23 The principal activities undertaken by the Scope Working Group to identify the set of 
anomalies were:  

• to combine their experience and information about potential areas of anomaly; 

• to compare the New Zealand and international funding relativities across a range 
of subjects/disciplines; and 

• to seek views from a selected group of TEO managers. 

24 The set of identified potential anomalies was then subjected to sector consultation.  
That process identified medicine, social work, osteopathy and medical imaging as 
additional possibilities for inclusion.  Of these, the latter two were recommended for 
inclusion in the FCR.  Subsequently, chiropractic studies were also included. 

25 Following consultation with the tertiary education sector, the scope and the 
methodology were agreed to by Government in July 2003 (CBC Min(03) 6/3).  
Government also asked at that time that officials look at how the focus of the FCR might 
be extended “to investigate the funding rates for NQF level 1 and 2 courses to 
determine whether different funding rates are required for different courses at these 
levels”.   Rele
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26 The FCR proper then began in August 2003.  The FCR work was conducted through a 
steering group, a sector expert group and a project group.  The steering group and 
project group were personnel from the Tertiary Education Commission and the Ministry 
of Education, with an independent project leader for the project group (Graeme 
McNally, a partner in Deloitte).  The sector expert group consisted of a cross-section of 
representatives from sector stakeholders.  Members of the three organisational 
components are listed in Appendix One. 

27 The scope of the FCR was the following potential anomalies and areas.  The table 
below shows, in the first column, how they were originally specified by the Scope 
Working Group and agreed by Government.  The second column shows the working 
interpretations agreed by the Sector Expert Group and used for the purpose of data 
collection and analysis, after considering issues related to the specification of 
anomalies.  

Original Specification  Interpretation for Data Collection  

Natural and Physical Sciences with a 
laboratory component  

All science – course classification #18 Science 

High-end Computer Science and Computer 
Applications (current Category A funding)  

High-end computer science not included because of significant 
definition issues.  Computer Applications included all category A 
funded courses/programmes  

Agriculture and Forestry  All agriculture and horticulture – course classification #01  

Trades and Technical (with either high 
technological or high health and safety 
requirements)  

All trades – course classification #22, plus non-degree 
engineering/technology in course classification #11  

Creative Arts (excluding media studies and 
communications)  

Limited to Performing Arts and Performance Music – as the 
higher priorities, including course classifications #16 and #03 

Second language teaching and teaching of Te 
Reo  

As originally specified  

Tikanga Mätauranga Maori (marae-based)  As originally specified 

Areas of particular national importance where 
student numbers are low but costs are high 
(i.e. optical science, medical imaging, 
osteopathy and chiropractic studies)  

As originally specified 

Taught postgraduate courses where the 
teaching requirements may be different from 
other levels of study  

As originally specified 

Areas where the subsidy add-on (e.g. health 
clinical add-ons) to the EFTS system is less 
than $500 above or below a cost category 
(either positive or negative) or can easily be 
simplified  

As originally specified 

NQF Level #1 & 2 As originally specified 

Whether the NZSCED classification system 
might be used as a basis for funding 

As originally specified 
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Objective of the Review 

28 The principal objective of the FCR was to look at the relativities between the areas 
identified as potential anomalies and the rest of the system, to see whether any of the 
defined disciplines or levels of study were being significantly disadvantaged relative to 
the system generally.   

29 In addition, the FCR was to consider whether: 

• the NZSCED classification system might be used as a basis for funding; 

• different funding rates are required for different courses at NQF levels 1 and 2; 
and 

• subsidy add-ons (i.e. health clinical add-ons) can be simplified. 
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Background Information  

Overview of Student Component funding System  

30 The Student Component is the principal means of providing government tuition 
subsidies to TEOs, that is, universities, polytechnics, colleges of education, wananga, 
other tertiary education providers (OTEPs) and private training establishments (PTEs).   

31 The Student Component derives from the equivalent full-time student (EFTS) based 
tuition subsidy system established in 1991.  It grouped large numbers of 
courses/programmes into a number of classifications depending on their dominant 
course content and similar levels of costs, which in turn were assigned to a smaller 
number of funding categories.  The courses/programmes within each funding category 
encompass a broad range of individual costs, with the variation in course costs being 
viewed as “unders/overs” from the funding rate for that funding category.  

32 When the EFTS-based funding system was originally introduced, the tertiary education 
sector was characterised by a combination of relatively weak financial 
analysis/management and for the polytechnics/Colleges of Education a high level of 
financial control by the Department of Education.  As a result, the quality of financial 
analysis used in establishing the EFTS system, funding categories and funding rates 
was relatively poor.  Further, it is understood that there was a desire to ensure that the 
introduction of the system would not have an adverse fiscal impact on the major sub-
sectors of tertiary education.  

33 Since its introduction, the system of course classification/funding categories has 
evolved in the following ways, with:  

• an increased number of course classifications, primarily to accommodate the 
clinical training funding for a number of health related programmes, but also to 
recognise some higher cost sub-disciplines/niche areas; 

• the introduction and subsequent removal of the Studyright tuition subsidy policy 
under which certain enrolments were funded at higher rates, depending on the 
age of and amount of study consumed by the students; 

• the creation of five funding levels (from non-degree through to postgraduate 
research), instead of separate funding categories for postgraduate programmes; 
and 

• an increased number of exceptions, whereby types of programmes within a 
subject area/discipline may be funded from two different funding categories. Rele
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34 In addition to the evolution of the funding system, the tertiary education system has 
evolved in a number of ways that may have had an influence on the funding system. 
These include: 

• the inclusion of PTEs and wananga, many of which provide a narrow range of 
more specialised programmes/courses; 

• a reduction in the areas of programme level funding and a greater emphasis on 
course level funding;  

• the changes in: 

o the resource intensity of programmes/courses as subjects and disciplines 
have needed to respond to the impact of technology on programme 
development and delivery; 

o legislation and regulations, particularly relating to health and safety; and  
o the complexity and sophistication of disciplines/subjects; 

• the increasing sophistication of financial information and financial analysis within 
TEOs; and 

• the shifts and changes in learner demand for particular types of 
programmes/courses and their delivery. 

35 The funding system now classifies individual courses, and in some instances 
programmes, into one of 39 defined course classifications, depending on which of the 
course classifications 90% or more of the course content/subject matter fits.  The 39 
course classifications are grouped into funding categories (A, B, C, G, H, I, J and, from 
2005, K) and within each funding category, up to five different levels of funding currently 
exist for different levels of study.  The progressive introduction of the Performance 
Based Research Fund (PBRF) will result in all levels of study within a funding category 
receiving the same level of funding. 

36 Tables in Appendix Two show first, the 39 current classification categories as well as 
the number of EFTS in the year 2002 for the five funding levels – non-degree, degree, 
taught postgraduate, research-based postgraduate and foreign research-based 
postgraduate; and second, the grouping of course classification categories into the 
seven funding categories. 
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37 Numbers of EFTS are unevenly distributed between the course classification and 
funding categories.  For example, 2002 data show: 

• two course classifications have over 40,000 EFTS each and contribute in total 
90,000 EFTS or 49% of the total 2002 EFTS; 

• five others have over 5,000 EFTS each and in total contribute a further 63,000 
EFTS or 35% of the total 2002 EFTS; 

• ten have over 1,000 EFTS each and in total contribute a further 25,000 EFTS or 
14% of the total 2002 EFTS; and  

• twenty-one have fewer than 1,000 EFTS each and in total contribute a further 
5,000 EFTS or 3% of the total EFTS. 

38 The number of EFTS by funding level shows:  

Funding 
Level 

Description  Number & % of EFTS 
(2002) 

1 Non-degree qualification with no research requirement  71,000 39% 

2 Degree qualification  97,000 53% 

3 Taught post-graduate qualification  9,000 5% 

4 Research-based post-graduate qualification  5,000 3% 

5 Foreign research-based post-graduate qualification  400 - 
 

39 The system has developed a significant number of exceptions to the principles inherent 
in the original EFTS system described above.  These exceptions appear to be primarily 
for courses/programmes whose cost/resource requirements are more (or possibly less) 
than is generally envisaged for the majority of courses/programmes in that 
discipline/subject.   

40 The increasing complexity of the system, changes in technology in different fields of 
study, and the modifications made to the system over time without systematic review 
mean that there may well be anomalous areas within it. 
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Methodology for Funding Category Review  

Outline of Methodology 

Resource intensity analysis 
41 The Scope Working Group proposed the main methodology used in the FCR.  It is 

described in a paper referred to the Cabinet Business Committee (CBC (03) 63) as “a 
resource intensity analysis, involving identifying a small number of resource inputs (e.g. 
academic staff, technical staff, equipment, building space, library, etc) involved in the 
supply of tuition in a particular area.  A cross-section of providers (probably 15-20) 
would then be asked to quantify their resource inputs into the areas identified as 
significant anomalies presently in the funding system.  This analysis, when 
benchmarked against some areas that have not been identified as significant 
anomalies, would provide an analysis of relative inputs into the different areas.  The 
analysis would occur by both discipline, and level (in particular for taught postgraduate 
against undergraduate).” 

42 As the methodology was developed, it was decided to establish ratios for the system as 
whole, rather than non-anomalous areas, because the information for calculating ratios 
for the overall system is more reliable and readily available.  Providers were therefore 
asked to supply data across their whole organisation, as well as for the potentially 
anomalous areas. 

43 The inclusion of data for anomalous areas themselves within the whole-of-TEO data 
was not considered an issue, since anomalous areas were not usually significant 
proportions of the total.  Where they were, a different approach was taken, and is 
discussed in the individual findings.  
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44 The diagram below summarises the methodology, which focuses on the relative EFTS-
related revenue and EFTS-related costs for each potential anomaly and each TEO as a 
whole.  

Anomaly 
EFTS & EFTS

Related Revenue

Anomaly 
EFTS & EFTS

Related Revenue

Anomaly 
EFTS & EFTS

Related Revenue

Anomaly 
EFTS & EFTS

Related Revenue

Anomaly 
EFTS & EFTS
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Anomaly 
Direct Expenses 
Relating to EFTS
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EFTS & EFTS
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Anomaly 
EFTS & EFTS
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Anomaly 
EFTS Funding:EFTS
Related Expenses
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TEO EFTS 
& EFTS

Related Revenue

TEO
Direct Expenses 
Relating to EFTS

TEO EFTS 
Funding : EFTS 
Related Expenses

Ratio

Adjust for 
indirect expenses

Adjust for 
indirect expenses

Difference between Ratios is a 
Measure of the Funding “Gap”
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Anomaly 
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Relating to EFTS

Anomaly 
EFTS & EFTS

Related Revenue

Anomaly 
EFTS & EFTS
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Anomaly 
EFTS Funding:EFTS
Related Expenses
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TEO EFTS 
& EFTS

Related Revenue

TEO
Direct Expenses 
Relating to EFTS

TEO EFTS 
Funding : EFTS 
Related Expenses

Ratio

Adjust for 
indirect expenses

Adjust for 
indirect expenses

Difference between Ratios is a 
Measure of the Funding “Gap”  

45 The methodology is the result of extensive discussions within the project team and a 
presentation to the Sector Expert Group, who supported the proposed methodology. 

46 The methodology has been applied to each identified anomaly area within each TEO, 
with data being provided for every academic department (or equivalent unit), which has 
a significant activity in teaching EFTS in the identified anomaly area.  However, 
variations have occurred in its application, to recognise situations where the sample 
was limited to one or two providers. 

47 The data collected and analysed to make a comparison between each potentially 
anomalous area and the overall TEO included:  

• income generated by EFTS and student fees; 

• direct costs relating to EFTS, including:  

o academic remuneration  
o technical remuneration  
o operating costs  
o depreciation/lease costs  
o occupancy costs.  

48 The focus was on data relating to direct costs, which are the most sensitive to the 
different resourcing requirements associated with the different anomalies.  This data 
enabled a ratio of EFTS-related income:EFTS-related costs to be calculated for each 
identified anomaly.  
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49 To ensure that the methodology included only data relating to activities funded by 
EFTS-based tuition subsidies, a number of adjustments were required by TEOs.  For 
example, they needed to:  

• separate EFTS-related income from full fee paying domestic and international 
student income;  

• separate EFTS-related income from external research and consulting sources; 

• exclude from costs, amounts that relate to separately funded research and other 
non-EFTS activities; and 

• provide a breakdown of operating costs and occupancy costs to ensure a 
reasonable level of consistency across TEOs.  

50 In addition, in some of the areas of anomaly (e.g. agriculture and forestry, taught 
postgraduate, computer applications, performance music), data has been required on:  

• a breakdown of income in different funding categories to obtain accurate data.  
This is because of degree and non-degree level courses being in different cost 
categories; and  

• the input resource were weighted between degree and non-degree 
courses/programmes and between taught postgraduate and other taught 
courses.  This is required to determine the differences in resources (and costs) 
required when funding occurs in two categories. 

51 The indirect cost was assumed to be equal across all EFTS.  The indirect costs were 
calculated using information on direct costs, provided by TEOs for this review, and the 
total costs in their annual reports.  It was also assumed that total indirect costs for each 
TEO are equal to their respective total costs less non-EFTS revenue and a share of the 
surplus relating to non-EFTS revenue.  Non-EFTS revenue consists of revenue from 
ITOs, other government funding (excluding research), research income, interest and 
other revenue.  Share of surplus was calculated as a proportion of total revenue. 

52 The ratios of EFTS-related income:EFTS-related costs for each identified anomaly 
within each TEO were accumulated across all of the TEOs that provided data on that 
anomaly to provide a range of ratio values.  The outliers were investigated and where 
possible data issues resolved.  If not, outliers were discounted in making 
conclusions/observations. 

53 As the FCR is intended to compare the relativities between each of the identified 
anomalies and the system as a whole, each participating TEO also provided data to 
derive a whole-of-TEO income/cost ratio for EFTS-related activities – calculated in the 
same way as outlined above for each identified anomaly, but using data for the TEO as Rele
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a whole.  This whole-of-TEO ratio became the benchmark for assessing the extent of 
the funding “gap” for each of the anomalies within a TEO. 

54 Diagrammatically the comparison being made is shown below.  

Anomaly A
EFTS Revenue: 

EFTS Direct 
Expenses Ratio

(1.35 : 1) 

Anomaly B
EFTS Revenue: 

EFTS Direct 
Expenses Ratio

(1.50 : 1) 

Overall TEO
EFTS Revenue: 

EFTS Direct 
Expenses Ratio

(1.75 : 1) 

Funding Gap
0.25

Funding Gap
0.40

Anomaly A
EFTS Revenue: 

EFTS Direct 
Expenses Ratio

(1.35 : 1) 

Anomaly B
EFTS Revenue: 

EFTS Direct 
Expenses Ratio

(1.50 : 1) 

Overall TEO
EFTS Revenue: 

EFTS Direct 
Expenses Ratio

(1.75 : 1) 

Funding Gap
0.25

Funding Gap
0.40

 
55 This diagram suggests that the “gap” between the ratio for anomaly A and the overall 

TEO is 30% and for anomaly B is 17%.2 

56 Because the methodology focuses on the “gap” between the anomaly and the overall 
TEO, a degree of variability across TEOs’ practices relating to determining EFTS-
related cost is considered unlikely to distort the results, provided that each TEO uses a 
consistent practice in the scope of income and cost, the data reported for each 
anomaly, and its data at overall TEO level. 

57 The funding gaps, as identified above, acquire their significance when the ratios 
measuring the gaps are translated into the dollar level of the anomaly by considering 
the number of EFTS in each TEO and the income and cost levels associated with those 
EFTS. 

58 When determining whether or not a funding anomaly exists, the spread of data, the 
weighted averages, and other considerations, such as low or high fees, or low EFTS 
(indicating low economies of scale) were considered. As a general rule, if the weighted 
average subsidy to cost ratio for the anomaly was 10% or more below average, then 
the area warranted special consideration as an anomaly, although, as noted, this was 
not the only consideration employed in the analysis. 

 

2 Anomaly A= (1.75/1.35 - 1) = approximately 30%; Anomaly B = (1.75/1.50 – 1) = 17%. 
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Income mix: EFTS subsidy and student fees 
59 EFTS-related income for TEOs consists of the EFTS subsidy and student fees.  When 

the income for an area was identified as anomalous, analysis was conducted to 
understand the primary source of the anomaly, that is, subsidy or fees.   

60 The ratio of fee to subsidy varies between disciplines/subjects.  The fees for any given 
discipline also vary among TEOs.  Therefore, the variability in fees can impact on the 
income to cost ratios at two levels: 

• within one TEO, when comparing the total income to total cost ratio for an 
anomaly with that of the whole-of-TEO; 

• between TEOs, in relation to the different impact on the total income to total cost 
ratio for each TEO.  For example a TEO with a higher fee may appear to have a 
better income to cost ratio than other TEOs.  (When analysing data, ‘abnormal’ 
fees, that is, fees that significantly vary from the majority of fees for the same 
discipline, were identified and adjusted for in arriving at conclusions.) 

61 The analysis involved deriving a set of three ratios for the anomaly, and comparison 
with a benchmark.  This is explained in the table below. 

 Ratio Benchmark 

Ratio 1 - Establishes whether the total 
income is anomalous 

Total income to total cost for 
the anomaly 

Total income to total cost for 
whole-of- TEO 

Ratio 2 - Establishes whether the subsidy is 
anomalous 

Subsidy to total cost for the 
anomaly 

Subsidy to total cost for whole-of-
TEO 

Ratio 3 - Establishes whether the fee 
charged is anomalous 

Fee to subsidy for the 
anomaly 

Fee to subsidy across all 
disciplines for all TEOs in the 
sector 

 

62 It is possible that the total income to total cost ratio for an area is anomalous, while the 
subsidy to total cost ratio is not.  This could happen, if the fees charged for the area are 
comparatively lower than for other disciplines.  In that instance, the source of the 
anomaly is fee rather than subsidy. 

63 Note that under current policy, the fee or FCCM to subsidy ratios are not uniform.  
Therefore, while the analysis may identify the fee as the source of anomaly in the 
income, it does not necessarily imply that a fee increase is appropriate or desirable.  
Note varying fees to subsidy ratios are also the norm in other jurisdictions, e.g. the UK 
and Australia3. 

 

3 Note that under the Higher Education Contribution Scheme (HECS) in Australia, providers have had no 
flexibility to set their own fees until 2005.  Thus, it has been the government has established these differing ratios. 
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Data collection and review process 

64 The FCR relied on a cross-section of TEOs providing operational and financial data in 
the identified areas of potential anomaly, as well as for their TEO as a whole.  The 
sample was selected, after discussion within the project team and consultation with the 
Steering Group and the Sector Expert Group, to provide a good coverage of the 
subjects/disciplines included in the FCR and to reflect the sub-sectors within the tertiary 
education sector.  For these reasons, data was not obtained from all participating TEOs 
on all the potential anomalies in which they have EFTS. 

65 The FCR was organised around three data collection stages: 

• Phase 1: Information was collected to gain an understanding of the participating 
TEOs’ structures, financial systems, etc, in order to design the data collection 
and analysis. 

• Phases 2 & 3:  Data was collected from TEOs on the potential anomalies and for 
each TEO as a whole.  Data was crosschecked with information centrally 
available on EFTS volumes (from the Single Data Return4) and financials (from 
the Tertiary Advisory Monitoring Unit, Ministry of Education).  The information 
reported for each anomaly was tested for consistency with the information for the 
TEO as a whole.  Gaps in data were filled where possible.  Pockets of data 
considered incomplete or inconsistent were excluded.  (The findings for each 
anomalous area in the report note where this has occurred.)   

66 This multi-stage approach was adopted because of the need to: 

• obtain early data on the organisation structure, budget centre structure and the 
courses/programmes offered by each participating TEO to assist with the design 
of the detail methodology for the review; 

• separate the potential anomalies into two groups, because of the lack of clear 
specification for a number of them and the need to explore more robust 
definitions for those areas before undertaking data collection.  (In parallel with 
this clarification, the financial and operational data collection progressed for the 
“clearly specified” potential anomalies.); and 

• collect operational and financial data for the remaining potential anomalies after 
discussing and obtaining agreement relating to their specification. 

67 The project team discussed issues relating to data and the results of analysis with data 
providers, in order to confirm that the data collected was being interpreted correctly. 

 

4 The Single Data Return (SDR) includes the EFTS volumes reported by TEOs. 
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68 The data used for most of the analysis was for the year 2002, which was the most 
recent available when the FCR began.  Occasionally, later data has been used.  Its use 
is indicated in the relevant sections. 

69 The participating TEOs were:  

Universities  Polytechnics 

Auckland University of Technology 

Massey University  

Lincoln University  

Otago University  

University of Auckland (Optometry only)  

UNITEC Institute of Technology  

Waikato Institute of Technology  

Tairawhiti Polytechnic  

Eastern Institute of Technology  

Bay of Plenty Polytechnic  

Nelson Marlborough Institute of Technology  

Christchurch Polytechnic Institute of Technology  

Wellington Institute of Technology (Trades only)  

Private Training Establishments  Wananga 

G & H Trade Training  

Natcoll Design Technology  

Taratahi Agriculture Training  

Whitecliffe College of Arts & Design  

New Zealand College of Chiropractic  

Auckland Hotel & Chef Training School  

Te Wananga o Raukawa  

The University of Auckland was invited to participate in all areas of review but chose to participate in Optometry only. 
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70 The table below shows which areas of anomaly they provided data for, and the % of 
EFTS in the anomalous area included in the sample. 

AREA OF ANOMLAY 
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 % of 
EFTS in 
Sample 
TEOs 

Agriculture & Forestry                 39% 

Sciences                 38% 

Computer Applications                 NA** 

Trades & Technical                 39% 

Creative Arts                 28% 

Second Languages                 8%*** 

Medical Imaging                 74% 

Optical Science                 98% 

Tikanga & Mätauranga 
Mäori (marae-based)                 

95% 

Osteopathy & 
Chiropractic                 

100% 

Taught Postgraduate                 42% 

EFTS numbers used in this table were extracted from the SDR using the following criteria – course classification, 
NZSCED Code and funding category.  Note that some level of leniency was allowed in applying the definitions 
within each sample TEO.  Therefore, the actual sample may not exactly match these definitions. 

**For Computer Applications, the percentage of EFTS sampled is not shown, as the approach was for sample 
TEOs to self-identify the area.  It is not possible to develop a criterion that can be readily applied to the SDR data. 

***For Second Languages, although the sample accounted for only 8% of the EFTS, the TEOs in the sample are 
considered to be representative of most of the TEOs in the sector.  The sample TEOs are involved in providing a 
cross-section of courses in the areas of foreign languages, Te Reo and ESOL.  Note, however, that TWOA, which 
delivers approximately 80% of the EFTS relating to Te Reo, is not included in the sample, as its scale of Te Reo 
EFTS was considered likely to distort the sample. 

Note:  Data was not collected from four other TEOs in the original sample, either because, following initial 
investigation, it was found that their information had limited value to the review or because they were not able to 
provide the information because of competing priorities for their personnel. 
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International comparison 
71 Supplementary to assessment of cost relativities among New Zealand the current 

funding relativities were compared to Australian and English jurisdictions.  The results 
of international comparison are also referred to in verifying many of the individual 
results.  However, it should be noted the international comparison of this kind is not 
easy and the results should be treated with caution.  For example, the tertiary funding 
information for Australia and England relates only to ‘higher education’, which includes 
degree courses, postgraduate courses and Higher National Diplomas.  Higher 
education takes place in universities and Colleges of Further and Higher Education.  
The table of funding relativities is in Appendix Three. 

Quality Assurance 
72 A number of quality assurance steps were taken to ensure the methodology and 

process were robust: 

• The methodology is based on the recommendations of the FCR Scope Working 
Group.  The Sector Expert Group was involved in finalising the detailed 
methodology. 

• The volume and financial data collected for the review from the providers were 
cross-validated against previous reporting by the same TEOs. 

• The processed data and the ratios for each anomaly for individual TEOs were 
fed back to them to ensure that their information had been correctly interpreted 
and processed. 

• The modelling was also subject to an independent quality assurance process 
which resulted in some refinement to the model 

73 The project team was conscious of the need to stay within the scope of the review 
objectives and the review methodology.  In virtually every area of the FCR, further 
analysis could have been carried out, but, as well as the scope and time constraints, it 
was judged that in many cases, doing more detailed work would not have added 
material value to the FCR. 
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Methodology: limitations and issues 

74 The resource intensity analysis methodology is considered a robust approach to 
establishing the size of any funding gap between the EFTS-related income and costs 
for an anomaly, and EFTS-related income and costs for the whole of the system.  
However, its application presented a number of issues, and revealed some limitations: 

75 Data quality The data provided by TEOs has been of variable quality and 
completeness.  Although these issues may be partly attributed to the participating 
TEOs, they can also be attributed to the nature of the anomalies: 

• For a number of the anomalies, and for some of the TEOs, the data being sought 
related to a group of courses/programmes embedded within a budget centre or 
cost centre (often described as an academic department/unit).  This necessitated 
the TEO providing resource usage weightings between the area of the anomaly 
within a budget centre and the overall budget centre, using the judgement of the 
TEO personnel providing the FCR information.  The experience and data for 
making these assessments appear to have been more limited than originally 
envisaged and hence the robustness of those weightings may sometimes be 
questioned.  TEOs may not require such analysis for internal management 
purposes and therefore not have established systems and processes for 
obtaining that information. 

• For a number of TEOs, difficulties were experienced in extracting the whole-of-
TEO data so that it included only the same scope of costs and to a lesser extent 
income as reported for each anomaly.  These difficulties appear to have arisen 
from the structure of their accounting systems. 

76 Sample size The majority of the anomalies have five or fewer TEOs providing data on 
which to assess the funding gap.  Although it seems that this limitation may have been 
overcome by increasing the number of TEOs, the participating TEOs were included 
because they had a reasonable volume of EFTS in the anomalies, as well as being 
considered to have good quality financial management systems/practices.  In a number 
of instances, increasing the number of TEOs providing data may have generated less 
robust data. 

77 In other instances, the small sample of TEOs involved was the result of only one or a 
few TEOs offering the course/programme, or because a number of the TEOs involved 
in the area were excluded from providing data because of the dominance of non-EFTS 
funded students in the anomaly.  For example, osteopathy, optometry, marae-based 
studies and chiropractic each have only one TEO provider. 
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78 In such situations, or where there were only two providers with disparate data, a closer 
review of the information provided has been undertaken to ensure that a funding gap is 
not the outcome of inefficient course/programme delivery or that inappropriate levels of 
income and costs are not included in the information provided.  

79 Focus on direct costs The methodology assumes that the direct costs relating to 
EFTS (i.e. academic and technical/general remuneration, operating costs, 
depreciation/lease costs and occupancy costs) include the substantial majority of EFTS 
resourcing requirements that may significantly differ (per EFTS) between the identified 
anomaly and the TEO as a whole.  As a consequence it is assumed that the indirect 
costs are not materially different per EFTS across the TEO and can be allocated 
equally.  This assumption is considered reasonable, based on the smaller percentage 
of total costs classified as indirect and on the experience with cost drivers used by 
TEOs to allocate indirect costs. 

80 Results reflect actual practices The results are based on the relative difference 
between the actual (i.e., 2002) income and actual cost of delivering courses in the 
anomalous areas compared to the TEO as a whole.  The results of the FCR reflect the 
existing structures and practices, not necessarily the most cost efficient way of 
delivering the services nor the desired level of resourcing.  This is because the focus of 
the FCR was the relativity between the anomalous areas and the rest of the system.  As 
this issue impacts whole-of-TEO as well as potential anomalies the relativities between 
potential anomaly and whole-of-TEOs are still reasonably accurate. 

81 The current cost of delivery is affected by the fact that providers will tend over time to 
reduce any excessive cross-subsidies, sometimes compromising quality as a result – 
again, because the results reflect actual practices, this is not taken into account in the 
methodology. 

82 One particular aspect of using actual practices that may create a limitation is that the 
costs used in the analysis were a snapshot, i.e. based on 2002 actual costs, not 
necessarily a longer-term sustainable level of costs. For example, some of the existing 
equipment, machinery and facilities may be outdated.   

83 Results reflect the average economies of scale. The analysis is based on the 
current scale of provision for the sample TEOs.  It may be that the current scale of 
operation within the sample TEOs is too low to be efficient and is not sustainable.  
Opportunities for improving scale efficiencies and the need to have sufficient access 
across the country, should be considered in responding to the findings of the review. 
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Issues Relating to the Funding Category Review 

Implications for the Bulk Funding Approach 

84 The current Student Component has a strong underlying principle of being a bulk 
funding system.  The Student Component provides a significant percentage of the 
funding for tertiary education in New Zealand and operates with low administration 
costs.   

85 It is not designed to cover the whole cost of provision, and providers have the right to 
charge fees to students.  Fees are regulated under the fee and course costs maxima 
system. 

86 The Student Component was designed primarily for TEIs, most of which provide a 
reasonably broad-spectrum of courses within disciplines grouped into broader subject 
areas.  When a TEI chose to deliver courses in a major discipline, it generally provided 
a wide spectrum of courses with a range of higher and lower resource requirements.  
The system was appropriate for the context for which it was designed.   

87 The funding system facilitated institutional autonomy and devolved decision making in 
TEOs.  The majority of TEOs support the bulk funding system.  Funding anomalies can 
be accommodated within a bulk funding system as long as they are not of such a scale 
as to distort TEO behaviour by providing incentives to not offer courses in areas of high 
relevance or to provide excessive offerings of courses in areas of low relevance. 

88 There is a tension between this “bulk funding” principle and an approach that calls for 
identifying and analysing clusters of courses as a candidate for a different level of 
funding within a broader discipline.  This has occurred throughout the life of the EFTS 
system, but there is no clear rationale for such separations and the current FCR can be 
seen as formalising the acceptability of such an approach. 

89 The “bulk funding” may not reflect some of the trends that have emerged in the tertiary 
education system since 1990.  In particular it may not reflect the emergence of PTEs as 
a significant sub-sector of the tertiary education system.  Many PTEs have a relatively 
narrow portfolio of courses/programmes and some have established programmes in 
high-end niche areas, in some cases offered by only one or two PTEs.  The increased 
significance of PTEs may place pressure on the structure and operation of the Student 
Component as they seek to have their niche programmes funded to ensure their 
availability and the continued operation of the PTE. 

90 The introduction of FCCM has exacerbated this issue.  TEOs providing relatively 
expensive niche programmes/courses within a broader category now have reduced 
flexibility to manage their own responses to anomalies through increased student fees 
to meet increased course costs. Rele
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91 If future FCRs also focus on clusters of courses/programmes  within a broad category 
of courses/programmes the funding system will evolve towards providing the funding 
required for smaller clusters of programmes/courses rather than being a bulk fund for 
broad groups of courses and programmes.  This will generate increased demands for 
robust TEO data that is specified in a consistent way and regularly collected.  It is also 
likely to result in the relative over-funding of courses/programmes at the lower cost end 
of any classification – since they would continue to be funded at the “average” cost 
unless a more comprehensive review is undertaken. 

92 The desire to maintain the bulk funding system may be incompatible in the longer term 
with decisions to review the funding for clusters of courses within a funding category. 

Supporting provision in high priority areas 

93 Ideally the funding system should encourage (or at least not discourage) TEOs to make 
decisions, on offering courses, that are consistent with identified national priorities, and 
it should not, for example, discourage the development and delivery of 
courses/programmes within the government's Growth and Innovation Framework (GIF) 
and other priority sectors. 

94 A bulk funding system may have disincentives for such developments as TEOs weigh 
up the relative funding and resources required for such courses/programmes. As an 
alternative to creating a significantly more complex funding system, other separate 
funding mechanisms, such as a competitive pool for identified priorities could be 
established to ensure that TEOs are encouraged to offer courses/programmes in areas 
of national priority. 

Criteria used to categorise courses/programmes 

95 Within the Student Component, as currently operated, courses or programmes are 
assigned to the 1-39 course classifications and in turn to funding categories by 
considering a combination of: 

• the dominant content of the course ; and 

• the level of study (until PBRF is fully implemented).5 

 

5 A number of exceptions have been created over the life of the EFTS system that have resulted in some 
courses/ programmes within a course classification being assigned to a different classification and / or funding 
category, usually based on data about the resources (and costs) associated with those courses.  An example is 
the shift of veterinary science from category H to category G.  Another is the creation of funding category I to 
remove anomalies in teacher training funding in the early 1990s. 
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96 The FCR included a number of potential anomalies that were defined using additional 
criteria to those based on discipline or field of study normally used to classify courses or 
programmes, for example: 

• “high-end”: as for high technology requirements, or high health and safety 
requirements; 

• the NQF level of study: as for Level 1 and 2. 

97 Using criteria other than field of study for the purposes of determining the funding 
category for a course/programme creates some risks, including:  

• the potential for a lack of robust interpretation of the criteria e.g., a definition of 
“high-end” may prove difficult; 

• requiring more complex (and potentially less robust) data collection from TEOs, 
together with more complex analysis6 to determine whether an anomaly exists. 

Utilisation of Any Additional Funding 

98 Should government decide to adjust funding rates in light of the FCR, and thereby 
TEOs obtain additional funding in an anomalous area, they will need to decide whether 
to use this funding to: 

• increase the resourcing for that anomalous area; 

• increase the resourcing in other disciplines, that are currently cross subsidising 
the anomaly; or 

• continue to resource their courses at a similar level and increase their operating 
surplus or reduce the fees for the anomalous course. 

99 Decisions by TEOs on the utilisation of additional funding are likely to be influenced by 
whether they interpret the anomaly to be generating an unacceptable level of cross 
subsidy with other subjects / disciplines or as the outcome of under-resourcing of the 
anomaly within their TEO. 

100 It should be noted that the attractiveness of specific courses/programmes to   students 
is unlikely to change as a direct consequence of providing additional funding for an 
anomaly, unless it encourages a TEO to promote that area of study or to significantly 

 

6 This distortion results from the fact that the level of study is not usually reflected in a TEO’s chart of accounts, 
meaning that attribution or costs in a cost centre for different activities will be imprecise. 
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reduce the costs to students.  Some of the problem in the anomalous areas results from 
weak student demand.  The FCR will not address the issue of student demand. 

The Methodology for any Future Review 

101 A key question is whether the methodology used in this FCR would be applicable to 
analysing other potential anomalies as they are identified in the future. 

102 In general terms, the methodology used in the review is considered appropriate as it 
focuses on the relative income:cost ratio for an anomaly, in relation to the TEO as a 
whole. That is, it enables funding to be adjusted to move each anomaly to the system 
wide average. 

103 Its application has a number of potential pitfalls. These include: 

• as discussed above, consideration of clusters of courses within a funding 
category will drive the Student Component towards a more disaggregated 
approach; 

• a need to ensure that potentially over-funded anomalies are also considered 
otherwise the overall system average will trend upwards as more under-funded 
anomalies are eliminated; and 

• attempting to analyse anomalies embedded within academic units/budget 
centres will create issues with TEO data robustness, which may require more 
prescriptive TEO costing systems. 

104 The FCR has also revealed a number of data quality and consistency issues including: 

• shortcomings in the completeness and the accuracy of SDR data (e.g. NZSCED 
coding7 and NQF Level coding8); 

• the quality of the cost and activity data available from TEOs. 

 

7 When NZSCED was introduced, TEOs were expected to code all existing courses to NZSCED.  This original 
attribution has not been subject to any independent audit. 

8 Coding NQF became mandatory only when the SDR was created in 1999/2000.  Many older courses, especially 
at the universities, have never been coded. 
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105 To deal with these issues, a future review might be designed so that the first phase of 
the project would involve developing or improving the quality of essential source data 
required for the review.  This may mean the project has to be structured over two/three 
years. 

106 In addition, a limited scope review, such as the current one, is more challenging in 
terms of accurately accounting for costs.  In a comprehensive review, costs can be 
reconciled to audited accounts. 

107 The methodology has a number of limitations.  These limitations are discussed in detail 
in the section, “Methodology: limitations and issues”.  They include the following: 

• results reflect current practice, not necessarily a cost-efficient way of delivering 
services; 

• results reflect the average scale of the sample TEOs.  The methodology does 
not investigate opportunities to improve scale efficiencies; 

• the data is a single year “snapshot” of the resources / costs and may not reflect 
the sustainable level required in the medium term. This may be particularly 
applicable in areas requiring a high level of equipment, technology and 
infrastructure. 
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Findings from the review of each anomalous area  
108 This section considers each of the anomalies identified for inclusion in the review by the 

Scope Working Group and through sector consultation.  Because of the multi-faceted 
identification process carried out by the Scope Working Group (see Introduction) in 
identifying potential areas of anomaly for examination by the FCR, it could reasonably 
be expected that the FCR would have confirmed these areas as anomalies.  The 
principal issue for the FCR would then be to determine the extent of each anomaly.  In 
general, the results of the FCR support this hypothesis, although not in every case, and 
in some instances, the results have been too variable to enable any firm conclusion.  

Natural and Physical Sciences  

109 The FCR Scope Working Group’s recommendation was to investigate Natural and 
Physical Science courses with a laboratory component.  However, it was not practical to 
identify the courses with a laboratory component nor to define the meaning of 
‘laboratory component’ using existing information.  This anomaly was interpreted as 
equivalent to the existing course classification (CC) #18 – Science and therefore 
includes all of the disciplines and types of programmes/courses currently classified as 
CC#18 – Science. 

110 Four Universities and one polytechnic contributed information for reviewing this 
anomaly. Their information was internally consistent, comparable and matches with 
information held centrally. (The information from one other TEO was internally 
inconsistent and therefore not used.)   

111 The polytechnic that contributed information on this anomaly delivers a significant 
volume of non-degree level science courses.  The three universities have few non-
degree level science courses.  This difference makes the comparison across all 
participants difficult.  Polytechnic information indicates the funding for non-degree 
science courses in that environment is possibly sufficient; however, no firm 
observations can be made based on information from a single provider. 

112 The analysis showed that for the three universities, the total income to cost ratio for this 
anomaly was 7% to 12% lower than for their whole-of-TEO.  The following points assist 
in understanding this information: 

• One possible reason for the lowest  ratio (12%) is that the provider has 
relatively lower student fees for science courses compared to the other two. 

• A provider with a ratio of 7% may benefit from economies of scale, resulting 
from a large science faculty, and in addition, their internal cost and revenue 
allocation practices may have encouraged cost efficiencies in science 
resourcing.  Rele
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• The third provider made a loss in the relevant financial year.  This means 
their whole-of-TEO income to cost ratio is itself an anomaly.  Its total income 
to cost ratio for science courses is 7% below its whole-of-TEO ratio, where 
the whole-of-TEO average income was 9% below its costs. 

 
113 International comparison indicates that the income relativity between science and 

humanities in New Zealand of 1.39 is approximately 25% lower than for England, and 
50% lower than for Australia. 

114 The student fees charged by the institutions surveyed consistently fall within a narrow 
band of $2,800 to $3,300.  This compares to the FCCM of $4500 for science. Relative 
to subsidies, the fees for science courses are about 29% less than the average for all 
other courses (not limited to anomalies) within the sample TEOs.  A comparison of 
relativity between the subsidies and total costs shows that the subsidies for science 
courses are about the same as for other courses.  

115 The information available for science is sufficiently robust to make a valid conclusion 
that the area is anomalous.  Relatively, the total income to cost ratio for science is 9% 
below that for other courses but the subsidy to cost ratio is about the same as for other 
areas.  Therefore, the source of the anomaly is predominantly the lower fees charged 
for science relative to the other disciplines. 

Total Income to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Fee to Subsidy 
Ratio [compared 
to weighted 
average for all 
discipline] 

Findings 

9% below Same as 
whole-of-TEO 

29% below Fee is the primary source 
of the anomaly. 
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Computer Applications (current Category A funding) and high-end 
computer science 

116 The potential anomaly concerns whether the resourcing and costs of computer 
application courses currently funded under Category A are anomalous when compared 
with those computer application courses funded under Category B or with the overall 
system. 

Computer Applications (current Category A funding) 
117 The Tertiary Funding Guide provides information about the classification of courses 

relating to information systems/computer applications/information technology into 
course classifications #04, #5.1 and #6.  However, that information is considered to 
provide opportunities for some courses requiring similar resources and costs to be 
funded at different levels (i.e. A and B) across a range of TEOs.  Because the term 
‘computer applications’ does not appear in either the Tertiary Funding Guide or the 
NZSCED system, there is no robust way to identify or verify the range of the 
courses/programmes being analysed. 

118 The approach to evaluating this anomaly was to collect, analyse and compare resource 
and financial data relating to departments in which a significant percentage of EFTS are 
in Category A- or Category B-funded courses in information systems/computer 
applications/information technology/computer science. 

119 Although eight TEOs provided information for review of this anomaly, information from 
only four was used in the analysis.  (Three TEOs did not provide the information on 
weightings to apportion the costs between Category A and Category B funded courses 
and another had too few computer application EFTS funded under Category A.) 

120 The analysis shows that Category A-funded courses consistently cost less to deliver 
than those funded under Category B.  However relative to total costs, the level of 
subsidy received by Category A courses is lower than that received by courses funded 
under Category B. 

121 Further investigation indicates that the total income to total cost ratio for Category A-
funded courses is marginally (%) below the overall TEO income/cost ratio in the TEOs 
reporting usable data.  Because the Category B-funded courses have a ratio 16% 
above the overall TEO ratio, the comparison with A-funded courses makes the latter 
appear low. 

122 The average income for computing courses, that is for Category A- and B-funded, is 
1.39 times the income for humanities in New Zealand.  This is similar to the income 
relativities in England of 1.36 and in Australia of 1.55. Rele
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123 The information provided by the four TEOs indicates that fees charged vary significantly 
among them.  The fee per EFTS ranges from $1,700 to $4,900.  Therefore, the results 
are somewhat different for each provider when the subsidy income is compared to the 
total costs.  The level of anomaly in the subsidy to cost ratio for Category A-funded 
courses ranges from 0% to 15% when compared with the whole-of-TEO income/cost 
ratio, and the weighted average remains largely unchanged at 5% below the whole-of-
TEO ratio. 

124 The above analysis shows that total income:cost ratio for Category A Computer 
Application courses is marginally (4%) lower, while the Category B courses have a ratio 
16% higher than the whole-of-TEO ratio. 

Total Income to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared to 
whole-of-
TEO ratio) 

Fee to Subsidy 
Ratio (compared to 
weighted average 
for all disciplines) 

Findings 

4% below overall 5% below 
overall 

8% above The results vary moderately 
between sampled TEOs.  In 
addition, the fees vary significantly 
among TEOs. 

125 While outside the scope of the FCR, it is considered that allocation of computer 
applications courses/programmes (including information systems/computer 
applications/information technology/computer science) into course classifications (#4, 
#6, #5.1) and in turn into funding Categories A and B should be reviewed to ensure 
consistency between similar courses/programmes and between TEOs. 

High-end Computer Science 
126 The FCR was asked to investigate the funding relativity for high-end computer science.  

After discussions with TEOs, consideration of international data and discussions with 
the Sector Expert Group, it was decided that no robust description could be established 
for high-end computer science and in turn no delineation of the courses/programmes to 
be included.  Without such a generic description, the analysis required and any 
changes to the funding system could not be implemented. 

127 The Sector Expert Group has concluded that it is impractical to establish a robust 
approach to addressing “high-end” computing through the EFTS funding rates and has 
suggested that other approaches be considered for addressing this potential anomaly. 
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128 Although it was not possible to progress the FCR of this area, the work to date has 
arrived at some useful criteria for identifying the high-end computer science.  High-end 
computer science courses: 

• are often cross-disciplinary with substantial applied components, and 
consequently require and/or attract graduates of other disciplines or 
graduates who have significant practical work experience, and are often 
delivered as graduate diplomas/degrees; 

• deal with emerging technology; today the emerging technologies that could 
be classed as high-end include computer animation, games development, 
advanced motion graphics (capture motion; complex digital imaging, 
compositing and rendering, dynamics), etc; 

• have above average staff:student ratios as the teaching requires high levels 
of interaction; and 

• often have higher than average student fees, which can be an indicator of the 
perceived value to the students of the courses.  

Agriculture and Horticulture  

129 The FCR considered all the courses currently assigned to CC #01.  Currently the 
courses are funded under two funding categories, non-degree courses in Category B 
and degree courses in Category C. 

130 The size of the sample for this anomaly is small and is limited by the overall number of 
providers offering courses in this area.  Two universities, two polytechnics and one PTE 
contributed information to the review of this anomaly.  The two polytechnics and the 
PTE provide non-degree level courses, although the courses at one of the polytechnics 
are predominantly specialised cable logging, funded at Category C. 

131 The information was not collected in sufficient detail to determine accurately the 
difference in fee levels between non-degree and degree courses.  However, 
approximate fee levels are provided below.  The PTE that offers only non-degree level 
courses has very low fees.  The fee for Cable Logging courses is around $6,500.  The 
three providers charge fees of about $3,400 to $3,700.  The fee for non-degree courses 
varies significantly from $700 to $3,700 with FCCM at $4,500. The fees for degree level 
courses are around $3,500 compared to the FCCM of $5,200.   

132 The analysis shows that for B-funded agriculture and forestry courses, total income to 
cost ratio was 6% to 12% below the whole-of-TEO ratios, with a weighted average of 
8% below.  The subsidy to cost ratio for B-funded courses is approximately 12% below 
the whole-of-TEO ratio. This finding is based on the results for one TEO in each TEO 
type (i.e. universities, polytechnics and PTEs) that has significant numbers of students 
in B-funded courses. (The two other TEOs have small numbers of B-funded EFTS in Rele
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this area.)  Relative to subsidies, the fees for this area are 10% above the weighted 
average for all disciplines. 

133 Information was obtained from two TEOs offering C-funded degree level agriculture and 
forestry courses.  The analysis shows that the ratio of total income to costs is consistent 
for both TEOs and below the average for their whole-of-TEO by approximately 11%.  
The fees for this area are around $3,500.  Relative to subsidies, the fee for this area is 
approximately 32% below the average for other disciplines.  Therefore, comparison of 
the subsidy income to cost ratio shows that relatively, subsidies for C-funded degree-
level courses in this anomaly is only marginally (1% to 3%) less than the whole-of-TEO 
ratios. 

134 The cable logging courses, although at non-degree level, are funded in category C1, ei, 
at the non-degree rate for degree level courses.  The cable logging courses have a 
significantly different profile from comparable courses that also use high cost equipment 
and safety gear and are located within a TEO.  Because the specialist nature of these 
courses is outside the broader grouping of agriculture and horticulture, no detailed 
analysis has been undertaken. 

135 The work on international comparison shows that income relativities between 
humanities and agriculture courses in England is approximately 20% lower than in New 
Zealand, but in Australia the relative funding is significantly higher by approximately 
50%.  The information available does not allow comparison of non-degree courses. 

136 Based on this analysis the result for this anomaly is:  

Potential anomaly Total 
Income to 
cost ratio 
(Anomaly 
compared 
to whole-
of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared 
to whole-
of-TEO 
ratio) 

Fee to 
Subsidy 
Ratio 
(compared 
to weighted 
average for 
all 
disciplines) 

Findings 

Agriculture and 
horticulture 

Non Degree (Cat 
B) 

8% below 12% below 10% above Subsidy is the major source of 
anomaly.  The fees helped to 
ameliorate the anomaly.  Also 
the fees vary significantly 
between sample PTE and 
TEIs. 

Agriculture and 
horticulture 

Degree (Cat C) 

 

11% below 2% below 32% below Fees are the major source of 
the anomaly.   
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Trades and Technical  

137 The FCR Scope Working Group recommended that Trades and Technical courses with 
a high health and safety or high technological component be investigated.  Following an 
initial investigation of TEOs and discussion with the Sector Expert Group, it was 
concluded that since the introduction of the EFTS funding system, most, if not all, 
trades courses have been impacted by changes to health and safety regulation and 
legislation, as well as advances in technology.  The review therefore could not be 
limited to a set of predetermined specific sub-trades. 

138 Consequently the approach taken was to collect information on all trade courses.  Data 
was collected on courses/programmes in CC #22 (Trades 2), and on 
courses/programmes (non degree) funded in Category B CC #11 (Engineering, 
Technology). 

139 The information was collected from seven TEOs, six polytechnics and one PTE.  
(However, the information from one TEO was internally inconsistent and not used.)  
Initial investigation showed that the funding for trades in general is relatively similar to 
that for the TEOs overall.  The key findings leading to that conclusion were as follows: 

• The total income to cost ratio for courses in CC #22 was 5% below the 
whole-of-TEO ratio. The subsidy to cost ratio was 4% above the whole-of-
TEO ratio. 

• The total income to cost ratio for courses funded in Category B from CC #11 
was 12% below the whole-of-TEO ratio, but consisted of few EFTS (generally 
less than 20% of CC #22 EFTS). The subsidy to cost ratio is similar at 15% 
below the whole-of-TEO.  

• The fees clustered around $3,000 with most within the range of $2,000 and 
$4,000.  Most exceptions were from two TEOs, one with very low (almost 
zero) fees and the other with higher fees for some courses.  In reaching 
conclusions, adjustment was made to the outliers.  Based on a $3,000 fee for 
trades, the fee to subsidy ratio is similar to the weighted average for all 
disciplines. 

 
140 The project team then decided to conduct further analysis, to see whether certain sub-

trades had significant funding anomalies.  The sample TEOs were requested to classify 
the relevant academic departments into sub-trades.  In the absence of a commonly 
agreed classification of sub-trades, providers usually classified the sub-trades 
according to their department/budget centre structure.  The FCR project team then 
grouped the sub-trades, as named by the TEOs, into a number of “clusters”.  Although 
the sample was selected to provide sufficient coverage over all sub-trades, the sample 
size was small in a number of instances.  When analysing each cluster, observations 
were split between courses in CC #11 and #22.  (Two TEOs also reported on areas that 
the review did not consider in the analysis of trades – performing arts and screen arts, 
and software engineering.) 
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141 This detailed analysis that looks at seven sub-trade ‘clusters’ is set out in Appendix 
Four.  Although the data provided by participating TEOs was generally of an acceptable 
standard, the low number of TEOs from which data was sampled was of concern, 
particularly in the areas of seagoing vessel operations, hairdressing, mechanical 
engineering and design (CC#22) and electric and electrotechnology (CC#11).  In 
addition, inconsistency with grouping into sub-trade clusters was a potential concern. 

142 It should be noted that 2002 actual costs were used in the analysis; these ‘snapshot’ 
costs may not reflect longer-term sustainable cost levels relating to equipment, 
machinery and facilities. 

143 Overall, on the information provided, it cannot be concluded that funding for trades and 
technical courses is anomalous in relation to the whole-of-TEO data. Almost all of the 
sub-trades clusters identified in the sample showed that funding for trades and technical 
courses was in line with and received more funding than other areas.  In two sub-trade 
clusters the results were inconclusive. 

Potential anomaly Total 
Income to 
cost ratio 
(Anomaly 
compared 
to whole-
of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared 
to whole-
of-TEO 
ratio) 

Fee to 
Subsidy 
Ratio 
(compared 
to weighted 
average for 
all 
disciplines) 

Findings 

Technology 

CC#11  

(B funded) 

12% below 13% below 4% above Small proportion of EFTS – 
less than 20% of trades.  

Trades 

CC#22 

5% below  4% above 27% below Moderate variability in fees. 
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Performing Arts 

144 The FCR Scope Working Group recommended that the review should investigate 
creative arts courses (excluding media studies and communications).  The term 
“Creative Arts” is not currently used as a course classification for funding and a 
consistent definition of its scope does not exist amongst TEOs.  The project team 
interpreted this anomaly as performing arts and performance music (i.e. CC #16 
together with the non-degree courses included in CC #03), because the TEOs 
consulted and the Sector Expert Group concurred that they include the more significant 
anomalies within the area of creative arts. 

145 The information on performing arts was collected from seven TEOs, two universities 
and five polytechnics.  The information from two polytechnics was used with caution, as 
the polytechnics were unable to provide some of the key information.  The information 
from another two polytechnics was excluded from analysis, for data quality reasons, 
and because one was delivering visual arts courses with a minor performing arts 
component. 

146 The information collected for this anomaly consists of a diverse range of courses, as 
can be seen from the table below, which uses information from four of the TEOs’ 
websites 

TEO A Runs undergraduate and postgraduate degrees in music (classical and jazz).  
Teaching staffs are musicians of national and international repute, active in their 
performing and recording careers.  Many are also engaged in significant research 
activities. 

TEO B Runs music (contemporary and classical) and theatre studies courses at all levels 
(diploma to research postgraduate).  Theatre studies are run from a fully functioning 
theatre which doubles as a teaching space. 

TEO C Runs undergraduate programmes in acting, dance, screen arts, directing and 
writing.  The school has dance studios, theatre, workshop and rehearsal spaces, 
and newly refurbished film and television facilities containing the same equipment as 
in the professional world. 

TEO D Runs diploma programmes through the Faculty of Humanities in jazz and circus 
arts. 

 

147 The information available on the Performing Arts courses classified under CC #03 
(Funding Category A) is limited, as the TEOs sampled had a small number of EFTS.  
The ratio of total income to costs is around 15% to 20% below the whole-of-TEO ratio, 
after taking outliers into consideration.  

148 The fees relative to subsidies currently charged for the Performing Arts courses 
classified under CC #03 (Funding Category A) are relatively higher than for the 
weighted average for all disciplines.  A comparison of subsidy to cost ratio shows that 
relatively these courses receive 35% less subsidy than the whole-of-TEO ratio. Rele
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149 The cost and fee levels relating to Performing Arts courses classified under CC #16 
(Funding Category B), using information from four TEOs, are more variable.  Based on 
the information provided, it would not be possible to consider these courses as a single 
group, since the results range from 32% above to 98% below the whole-of-TEO ratio. 

150 No firm conclusion can be reached from the analysis.  The results for A-funded courses 
(#03) are based on a small number of EFTS, and the results for A-funded and B-funded 
courses vary significantly among TEOs.  

Total Income to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared to 
whole-of-
TEO ratio) 

Fee to Subsidy ratio 
(compared to 
weighted average 
for all disciplines) 

Findings 

Insufficient information. Fees relatively higher 
than for other 
disciplines. 

Significant variability in the nature of 
courses and the results.  No 
conclusion able to be reached. 
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Second language teaching and teaching of Te Reo  

151 This anomaly was defined as including only those courses/programmes, which have a 
significant percentage (typically > 60%) of their content devoted to teaching second 
language or the teaching of Te Reo.  These courses/programmes are sometimes taught 
within departments whose activities may also include a number of related linguistics, 
culture and arts/humanities courses and programmes. 

152 The information used for analysis came from two universities and four polytechnics.  
(The information from one other university was excluded, one for reasons of internal 
inconsistency.)  Note that Te Wananga o Aotearoa (TWoA), which delivers 
approximately 80% of the EFTS in Te Reo nationally, was not included in the sample, 
as the  scale of Te Reo EFTS at TWoA was considered likely to distort the sample. 

153 The individual TEO results for this anomaly varied significantly.  Except for one TEO, all 
results showed that the relative income for this anomaly is lower than for the whole-of-
TEO.  The results are as follows: 

• The total income to costs ratio for the six TEOs ranged from 7% above to 
36% below the whole-of-TEO ratios.  The weighted average was 14% below 
the whole-of-TEO ratio. 

• The fees charged by all sample TEOs are in a narrow range of $2,600 to 
$3,100.  Compared to other disciplines, relative to subsidies, the fees for this 
area are approximately 28% higher than the weighted average for all 
disciplines. 

• The subsidy to total cost ratio for this anomaly is in the range of 2% above to 
35% below the whole-of-TEO.  The weighted average was 21% below the 
whole-of-TEO ratio. 

 
Total income 
to cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Fee to subsidy 
ratio (compared 
to weighted 
average for all 
disciplines) 

Findings 

14% below 21% below 28% above Some inconsistency in the information, 
but sufficient to draw a conclusion.  Ratio 
of fee to subsidy is relatively high. 
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Tikanga Mätauranga Maori (marae-based)  

154 There is one principal provider of marae-based courses; the TEO also provides 
wananga-based courses. 

155 The 2003 budget was the first robust source of relevant data relating to its marae-based 
and wananga-based courses.  It was decided that the data to be used in evaluating this 
potential anomaly should be the average of the 2003 and 2004 budgets.   

156 The average (2003, 2004) total income to total expense ratio for the whole-of-TEO was 
1.09 and the total income:cost ratio for marae-based courses/programmes was 0.95. 
This indicates that the marae-based courses have a total income to total expense ratio 
of approximately 15% below the whole-of-TEO average. The subsidy to total expense 
ratio for the whole of TEO is 0.57 and for the marae based courses in 0.53. The fee to 
total expense ratio for the whole of TEO is 0.49 and for marae-based courses is 0.38. 

157  The Student Fee component ($4,000) includes $2,600 (approximately) for computer 
purchase/internet charges and residential services for students. 

Total Income to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Fee to Subsidy 
Ratio (compared 
to weighted 
average for all 
discipline) 

Findings 

15% below 7% below 22% below The gap between anomaly and whole-
of-TEO is exaggerated as the whole-of-
TEO income to cost ratio is above the 
norm, but some TEOs in the sample 
also have higher income to cost ratio as 
TWOR 

Areas of particular national importance with low student numbers and high 
cost 

158 Areas of particular national importance where student numbers are low but costs are 
high identified for analysis were optical science, medical imaging, osteopathy and 
chiropractic studies.  The findings in each of these areas are presented below. 

159 The methodology used to examine these potential anomalies had to be adapted, since 
optical sciences, osteopathy and chiropractic studies each have only one TEO provider, 
and the two TEOs for the analysis of medical imaging provided disparate data.  A closer 
review of the TEO information was undertaken to consider whether an identified 
anomaly is an outcome of inefficient course/programme delivery, or inappropriate levels 
of income and costs being included. 

Rele
as

ed
 un

de
r th

e O
ffic

ial
 In

for
mati

on
 Act 

19
82



 

Page 45  

Optical science 
160 There is one provider of an optometry programme in New Zealand.  The principal 

programme (undergraduate 4 year degree) is funded as Category ‘C’ as part of CC #13, 
Health Science. The TEO operates optometry clinics as a key component of the 
programme and generates significant income from its clinic. The clinic uses the 
resources in this academic department. Therefore, for the analysis of funding related 
income and costs, the income from clinic has been deducted from the cost.  Here the 
assumption is that the cost of clinic is equal to the income from the clinic.  

161 In 2002, which is the core year for the FCR, the programme had 91 EFTS (including 5.0 
full fee EFTS). A budgeted increase of 30% in EFTS to 2004 and its potential impact on 
the cost per EFTS and revenue has resulted in an adjustment to the 2002 actual data to 
take account of these changes. 

162 The data analysis, using the 2002 data (adjusted for 2004 budget changes in EFTS and 
staff FTEs), showed that for optometry, the total income/cost ratio is 15% less than that 
for the whole-of-TEO.  The ratio of subsidy to total expenses for optometry 23% higher 
than whole-of-TEO ratios. 

163 The ratio of fees to subsidy for optometry is 45% higher than the weighted average for 
all disciplines – that is, currently fees for optometry are relatively higher than for other 
disciplines.  The 2002 fee for optometry ($6,200) is above the FCCM for Category C of 
$5,200. 

164 There is evidence that an anomaly exists within optometry.  However, because the 
conclusion is based on a single provider, further investigation should occur 

Total Income 
to cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Subsidy to cost 
ratio (Anomaly 
compared to 
whole-of-TEO 
ratio) 

Fee to Subsidy 
Ratio (compared 
to weighted 
average for all 
discipline) 

Findings 

15% below 23% above 42% above Evidence of anomaly based on 
information from one TEO.  Further 
discussion required with TEO.  

Medical imaging  
165 This anomaly has been interpreted as the degree programmes offered in medical 

imaging, which are currently included in CC #13 (Health Related Professions) and 
funded at Category B. 

166 The analysis of the medical imaging anomaly utilised data from two TEOs that are 
major providers of these programmes.  The analysis showed disparate data and that 
total income to cost ratio for medical imaging was not anomalous for one TEO, but was 
a significant anomaly for the other, 19% below the whole-of-TEO ratio.  Further inquiry 
and analysis has been undertaken to establish the cause of the significant differences 
between the costs/EFTS reported by the two TEOs. 
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167 Both TEO have a similar number of EFTS and charge similar fees and relative to 
subsidy fees are marginally (8%) above for all other disciplines.  The whole-of-TEO 
data for both TEOs gives some assurance that they have adopted reasonably similar 
interpretations. 

168 The probable causes of the different data relating to medical imaging are that the two 
TEOs are operating their programmes with different resourcing and may have regional 
differences in cost structures. 

169 Further discussion and analysis has been undertaken which confirms that differences 
between the sampled TEOs exist in FTEs and in the costs of clinical and other staff. 

Total Income 
to cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Subsidy to 
cost ratio 
(Anomaly 
compared to 
whole-of-TEO 
ratio) 

Fee to Subsidy 
Ratio (compared 
to weighted 
average for all 
discipline) 

Findings 

Insufficient information. 8% above Data too disparate to form conclusion. 
 

Osteopathy  
170 There is only one provider of osteopathy study in New Zealand. Because the 

Osteopathy programme (a combination of a Bachelor of Applied Science and a Master 
of Osteopathy) was not fully operational until 2003, TEO data for that year has been 
used. 

171 The analysis of the data shows that: 

• osteopathy has a total income to cost ratio of 0.72  and the total income to 
cost ratio for the whole-of-TEO is 1.01.  Therefore, the total income to cost 
ratio for osteopathy is 29% lower than the whole-of-TEO ratio; 

• the osteopathy subsidy income to expenses ratio is 43% lower than whole-of 
–TEO; 

• the current fee for osteopathy is significantly higher than other disciplines.  
The fee to subsidy ratio for osteopathy is at is 95% higher than the weighted 
average for all other disciplines.  

172 To provide a limited test of the TEO resourcing, a comparison was made between the 
costs per EFTS for osteopathy and chiropractic studies. This revealed a difference of 
approximately 10%. 

173 The proposed Australian Subsidy (Commonwealth Course Contribution – 2005) is 
175%  of the subsidy for humanities.  The comparable data for New Zealand is 100% or 
130% depending on assumptions about which osteopathy courses should be included 
in the comparison. 
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Total Income 
to cost ratio 
[Anomaly 
compared to 
whole-of-TEO 
ratio] 

Subsidy to 
cost ratio 
[Anomaly 
compared to 
whole-of-TEO 
ratio] 

Fee to Subsidy 
Ratio [compared 
to weighted 
average for all 
discipline] 

Findings 

29% below 43% below 95% above Some evidence of anomaly based on 
information from one TEO. 

 

Chiropractic studies 
174 There is only one provider of a chiropractic programme in New Zealand.  The 

programme is a four-year degree, included in CC #17 (Health Related Professions) and 
funded in Category B.   

175 The provider (a PTE) has capped EFTS that are eligible for subsidy, although it has 
received additional strategic priority fund (SPF) EFTS in 2004 and 2005.  

176 The extent if any of the anomaly for chiropractic studies cannot be determined by 
comparing this programme with the overall results for the TEO, as this is their only 
programme.  

177 The cost structure is high, by comparison with other TEOs of similar size. However the 
cost structure is influenced by two key drivers: 

• the characteristics of the profession/environment in which it operates; and 

• the small scale of its activities. 

178 However, before considering an adjustment to the EFTS subsidy level, other changes 
might be made to allow and encourage more EFTS-subsidised students into the 
programme: 

• partial removal of the EFTS cap (in recognition of the demand for chiropractors); 
and  

• lowering the current high level of student fees in comparison with other 
“professional” programmes (to improve access to the programme). 
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Taught postgraduate courses (TPG) 

179 The FCR was asked to investigate whether teaching TPG may require different 
resources from other levels of study.  TPG courses have been included in the review 
because the research top-ups from TPG will be progressively transferred into the 
Performance-Based Research Fund (PBRF) from 2004.  There is a risk that this may 
have unintended impacts on provider behaviour in relation to TPG courses, because 
when the PBRF is fully implemented, TPG, undergraduate and non-degree courses will 
receive the same subsidy. 

180 The review of TPG courses focused on the cost differential between TPG courses and 
undergraduate courses.  The review did not consider the income to cost relativities as 
the purpose is to determine whether the teaching resources required for TPG courses 
are different from undergraduate courses. 

181 The information used to analyse the situation with TPG came from four universities.  
(One polytechnic also provided information but this could not be used in the analysis.)  
The participating TEOs were asked to provide information on up to five departments, as 
a sample of the TPG courses they offered. 

182 The analysis showed the total costs (per EFTS) for TPG were approximately twice 
those of undergraduate courses.  However, the results varied significantly between the 
sample TEOs.  The costs (per EFTS) varied from $18,700 to $28,500 with a weighted 
average of $20,800.  The TEO with the lowest cost (per EFTS) has a large number of 
TPG EFTS compared to others in the sample and significantly influenced the weighted 
average. 

183 The average fees charged for TPG courses by the sample TEOs are 15% higher than 
undergraduate courses.  The average TPG fees charged by the TEOs varied 
moderately from $2,800 to $4,000. 

184 The FCR also found a strong relationship between volumes of undergraduate and TPG 
EFTS.  There is evidence that the surplus from undergraduate teaching is being used to 
support TPG delivery, through cross-subsidisation.  In the sample, the surplus available 
from undergraduate teaching to support TPG, and still maintain a 3% return on income, 
was, coincidentally, approximately equal to the undergraduate research top-ups. 
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185 The key findings of the review of TPG courses are: 

• TPG courses cost twice as much as undergraduate courses while the 
subsidy for both will be same following the full PBRF implementation. 

• Fees charged for TPG courses are marginally higher than for undergraduate 
courses by 15%. 

• There is evidence that a surplus from undergraduate teaching is being used 
to support TPG delivery through cross-subsidisation. 

 
Anomaly Cost compared to 

undergraduate 
Fee compared to 
undergraduate 

Comment 

Taught 
postgraduate 
courses (TPG) 
where teaching 
requirements might 
be different from 
other levels of study 

Approx 119% above. 15% above. Total cost of TPG delivery 
approximately 100% more of 
other taught courses.  There is 
evidence that undergraduate 
course funding cross-subsidises 
TPG course costs. 

 

Subsidy Add-ons 

186 The FCR was asked to consider “areas where the subsidy add-on (e.g. Health clinical 
add-ons) to the EFTS system is less than $500 above or below a cost category (either 
positive or negative) or can easily be simplified”, the objective being to simplify the 
system, without having a significant fiscal impact. 

187 The assumption is that payments made by TEOs to district health boards and other 
health organisations for the purpose of pre-entry clinical training are in reality no 
different from other types of costs incurred by TEOs in delivering programmes.  
Therefore, there is no specific reason to separate out the payment for pre-entry clinical 
training. 

188 The FCR terms of reference did not include a review of the costs incurred by TEOs for 
clinical training.  This review focuses on rationalising the add-ons.   
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189 The FCR has modelled two scenarios for simplifying the add-ons:  

• In the first scenario, areas receiving add-ons are merged with an existing 
Funding Category where the total subsidy (i.e. subsidy plus add-on) is within 
plus or minus $500 of a funding rate for the given Funding Category. 

• The second scenario builds on the first, but consolidates the remaining add-ons 
(i.e. after merging those within plus or minus $500 to an existing Funding 
Category) into existing categories or by creating new funding categories, where 
the fiscal impact is small. 

Area Currently Scenario One Scenario Two 

Clinical Psychology B3 + Add-on B3 B3 

Speech and Language Therapy C2 + Add-on C2 C2 

Medical Laboratory Science C2 + Add-on C2 C2 

Occupational Therapy B2 + Add-on B2 B2 

Dietetics C3 + Add-on C3 + Add-on Nursing/Dietetics (L) 

Comprehensive Nursing B2 + Add-on B2 + Add-on Nursing/Dietetics (L) 

Pharmacy Professionals C2 + Add-on C2 + Add-on Pharmacy/Midwifery (1 year) 

Midwifery (3 year) B2 + Add-on C2 C2 

Midwifery (1 year) B2 + Add-on B2 + Add-on Pharmacy/Midwifery (1 year) 

Medicine (year 4-6) G2 + Add-on G2 + Add-on Medicine (new category 
incorporating all medicine – K) 

Medical Radiation Therapy C2 + Add-on H2 H2 

Foreign-going Nautical C1 + Add-on C1 + Add-on H1 (new category) 

Dentistry (year 2 - 5) G2 + Add-on G2 + Add-on Dentistry (new category) 
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190 Under both scenario 1 and 2, the impact for any given TEO is minimal and less than 
0.07%.  Indicative funding changes for 2005, if the changes were implemented, are 
shown below: 

 Total Funding Rate Received per EFT 
Area 2002 Base Rate Scenario One Scenario Two 

Clinical Psychology $7,332 $7,721 $7,721 
Speech and Language Therapy $9,432 $9,282 $9,282 
Medical Laboratory Science $9,433 $9,282 $9,282 
Occupational Therapy $7,875 $7,721 $7,721 
Dietetics $10,073 $10,073 $10,073 
Comprehensive Nursing $8,559 $8,559 $8,559 
Pharmacy Professionals $10,121 $10,121 $10,121 
Midwifery (3 year) $9,383 $9,282 $9,282 
Midwifery (1 year) $11,060 $11,060 $11,060 
Medicine (year 4-6) $23,526 $23,526 $21,391 
Medicine (other undergraduate) $18,188 $18,188 $21,391 
Medical Radiation Therapy $14,944 $14,944 $14,944 
Foreign-going Nautical $15,362 $15,362 $15,362 
Dentistry (year 2) $29,272 $29,272 $29,150 
Dentistry (years 3-5)  $30,598 $30,598 $29,150 

 

191 Both of the scenarios outlined above meet the criteria for simplifying the system where 
it is possible to do so without having a significant fiscal impact.   It is the view of the 
FCR that scenario two is implemented, as this provides the greater simplification of the 
funding system without having a significant fiscal impact. 
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New Zealand Standard Classification of Education 
192 Consideration of NZSCED as an alternative to the existing 1-39 course classification 

categories9 is not intended as a fundamental change to the “bulk funding” and discipline 
based principles on which the Student Component is based, but is primarily about 
whether NZSCED will achieve a similar clustering of courses/programmes and a similar 
funding outcome to the existing system.  If the above can be achieved, the NZSCED 
system would provide:  

• a more robust structure, i.e. one that provides a more current and consistent 
classification of courses/programmes; 

• a structure that can be used for multiple purposes, i.e. statistical and funding. 

Current course/programme classification 

193 The current classification system is described in the ‘background information’ section of 
this report.  The majority of course classification categories (i.e. 1-39) have supporting 
descriptions, usually (but not always) including a list of the types of disciplines/subjects 
included in that course classification group.  This is primarily to assist TEOs and the 
TEC with classifying or verifying the classification of any course.  However, there are 
also a number of course classification groups that have a very limited, if any, 
description of the types of disciplines/subjects to be included.  This is one difference 
from NZSCED. 

194 As noted in the background information, the system has also evolved a significant 
number of exceptions to the general principles.  An approach that continues to add 
exceptions can be increasingly viewed as ad hoc, with no clear principles/guidelines 
being applied to create the exceptions.  For example, it is not clear how exceptions 
have been and will continue to be evaluated when a new course/programme is 
proposed for funding. 

Using NZSCED (New Zealand Standard Classification of Education) as an 
alternative classification system 

195 NZSCED was developed for use in the collection, storage and dissemination of 
statistical data relating to tertiary educational activity.  The Ministry of Education in 
conjunction with Statistics New Zealand and the Australian Bureau of Statistics 

 

9 At the time of implementing NZSCED, it was noted that it would not be used as a funding system.  This is 
therefore a revisit of that decision.  
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developed NZSCED, and it was designed to be broadly comparable with the relevant 
international standard, the International Standard Classification of Education (ISCED).  

196 NZSCED classifies tertiary courses by their discipline.  The NZSCED classification 
allows for hierarchical categorisation of tertiary courses into three levels of detail (broad 
(12), narrow (71) and detailed (364) fields), where detailed levels are subdivisions of 
narrow levels and the narrow levels are subdivisions of broad levels.  The broad level 
groups courses in broadly similar disciplines together and the narrow level applies 
stricter criteria for grouping similar disciplines, with the detailed level applying even 
stricter criteria. 

197 This creates the possibility of clustering all courses/programmes into 364 detailed fields 
and assigning one or more such fields into a funding category, irrespective of the nature 
of the subject/discipline to which those courses relate.  However, the practicality of 
developing cost/resource data at the detailed field level must be seriously questioned, 
given the current status of course level costing systems/procedures in TEOs. 

198 An alternative approach would be to assign one or more of the 71 narrow fields to a 
funding category based on resource/costing analysis.  This is a less complex task, but it 
would still rely on determining the resources/costs associated with the 
courses/programmes that would comprise each of the 71 narrow fields. 

199 What is being suggested is that to develop a comprehensive funding classification using 
NZSCED, it would be necessary to: 

• consider a combination of the 71 narrow fields and the 364 detailed fields; 

• determine the average costs/resources associated with the courses/programmes 
in each field; and then  

• establish a set of funding categories to which each narrow/detailed field would 
be assigned.   

200 This would effectively be a comprehensive course costing analysis, an approach 
already rejected in this FCR.  The use of NZSCED would be justifiable, however, 
provided that courses within each NZSCED code cluster had similar resource use/cost.  
There is no objective information, currently, to show whether this would be the case. 
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201 Instead of using resource use/cost-based information for each narrow or detailed field 
of courses/programmes to develop funding categories, it is possible to consider 
assigning each (or a cluster of) NZSCED detailed/narrow fields to an existing funding 
level, using a much less sophisticated analysis. 

202 As shown in the table below, an analysis of the correlation between narrow field 
NZSCED codes and funding categories suggests that a significant percentage of EFTS 
within a single NZSCED narrow field are distributed across multiple funding categories.  
This is often the result of the current funding system adopting different funding rates for 
degree and non-degree courses.  For example, eight of the 15 narrow fields that have 
only 30%-44% or 45%-59% of EFTS in one funding category have been affected by 
that difference in funding rate. 

203 The analysis suggests a similar outcome if detailed field NZSCED codes were used, 
because at least 175 (i.e. 48%) of those fields have EFTS funded in multiple funding 
categories.  Forty-six of the 175 result from the current funding system adopting 
different funding rates for degree and non-degree courses. 

 Percentage of EFTS in One Funding Category  

 90%+ 75%-90% 60%-74% 45%-59% 30%-44% 

Number of NZSCED Narrow Fields  30 12 13 10 5 

Number of NZSCED Detailed Fields 192 72 61 36 6 
 

Two other funding classification systems 

204 A brief examination of two funding classification systems outside New Zealand, 
described below, showed that both were underpinned by detailed classification systems 
with definitions and objective cost information.  The Australian system uses the ASCED 
as its underlying classification system while the English system relies on groupings 
based on cost centres.  A key difference between the two overseas systems and the 
New Zealand one was that they are solely for the purpose of funding higher education.  
The New Zealand system covers a much broader range of providers and in turn 
programmes. 
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Australian system 
205 A proposed structure for funding higher education (i.e. university sector) courses and 

programmes in Australia comprises 10 funding clusters and two priority areas.  These 
are summarised below.  

Funding Cluster Description 

1 Law  

2 Accounting, Administration, Economics, Commerce 

3 Humanities 

4 Mathematics, Statistics  

5 Behavioural Science, Social Studies  

6 Computing, Build Environment, Health 

7 Foreign Languages, Visual and Performing Arts  

8 Engineering, Science and Surveying 

9 Dentistry, Medicine, Vet Science  

10 Agriculture 

Priority Areas  Nursing, Education  
 

206 The overall structure used is:  

 

 
207 The ASCED structure is very similar to the way a funding classification based on 

NZSCED might work: 

• a high proportion of courses are classified into a funding cluster based on their 
narrow field code; 

• the detailed field codes are used for 20% or less (approximately) of the courses 
being classified; and 

• its translation into funding clusters is not “one to one”. 

ASCED broad, 
narrow and 

detailed fields 
allocated to funding 

clusters 

Courses / 
Programmes 
aligned with 

Funding Clusters  
1-10 

ASCED   
(Australian 
Standard 

Classification of 
Education) 
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208 The use of ASCED for allocating courses to funding categories is for higher education 
only.  In contrast, the New Zealand system must accommodate a wider range of 
learning levels (i.e. all NQF levels) and the requirements of a PTE sector, and does not 
have a direct parallel in the Australian higher education system.  Non-public providers in 
Australia do not access higher education funding. 

The English system 
209 The HEFCE (Higher Education Funding Council of England) is responsible for 

developing and operating the funding system for universities and colleges in England. 

210 The current system (which may be subject to review in 2005) comprises:  

Price 
Group 

Characteristics  Weighting 

A Clinical stages of medicine, dentistry and veterinary science 4.0 

B Laboratory based subjects (pre clinical medicine and dentistry, 
engineering and technology)  

1.7 

C Subjects with a studio, laboratory or fieldwork component 1.3 

D All other subjects 1.0 
 

211 In the English system, groupings of cost centres (academic departments), a total of 28, 
are allocated to one (or more) of the above price groups, based on cost data obtained 
from universities and colleges and a statistical analysis of that data.  It is understood 
that the data are required to be submitted using a standardised approach to costing, 
based on the principles of activity-based costing and the results of the 1999 
Transparency Review10. It also uses a system of ‘learn direct’ codes to classify 
programmes into price groups. 

212 The English system is similar to that in Australia, in being only for higher education. 

 
10 The Transparency Review was a Government initiative in 1999. It was a condition of the additional funding for 
research that universities should report the full costs of teaching and research activities in order to improve public 
accountability.  A costing model was developed that involved allocating all university income and expenditure, per 
the audited accounts, into teaching, research and other activities.  
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Characteristics of an Ideal Classification System for Funding 

213 The most sophisticated course classification system for funding should group together 
courses/programmes that exhibit similar “average” costs/resource requirements, 
irrespective of the discipline, subject, level of study, mode of delivery, etc.  In its pure 
form such an ideal system would establish the costs/resources of individual 
courses/programmes and assign each course to an appropriate funding category.  
However, such a system would have high establishment and maintenance costs and is 
likely to have serious issues about the auditability and robustness of data.  

214 A more pragmatic course classification system for funding is likely to assume that there 
will be a similarity in the costs/resources required for courses/programmes that are 
within the same subjects/disciplines, however these are defined.  That is, the type of 
subject/discipline has a strong influence on the costs/resources required to deliver 
individual courses/programmes.  Whilst it can be argued that mode of delivery, level of 
study, class size, etc will also influence the costs/resources required for delivery, the 
use of such differentiators is dependent on the extent to which the funding levels are to 
match the costs/resources of delivering each course/programme, rather than a broad 
cluster of courses/programmes.  

Assessing NZSCED as an alternative to the current funding system 

215 A key issue in assessing whether NZSCED would be a viable alternative to the current 
classification system is to determine the acceptable level of change to the allocation of 
funding across TEOs, as a result of adopting NZSCED.  If it is to replicate the existing 
funding distribution, its use will need to recognise the lack of correlation between 
funding categories and NZSCED narrow/detailed fields as well as having to incorporate 
the existing degree/non-degree distinctions and the range of exceptions that have 
evolved over the last 15 years.  That will result in a substantially modified NZSCED 
approach.  In contrast, if a reasonable degree of funding shift is acceptable, as a result 
of adopting NZSCED, a more simplistic implementation can occur with a period of 
transition to its full implementation.   
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216 During the period of transition, TEOs could be given opportunities to adjust their 
resourcing/funding or to present cases for exceptions.  However, unless there is a 
reasonable correlation between the NZSCED system and the resourcing requirements 
of courses/programmes, its use might distort the allocation of resources, rather than 
enhance the funding system. 

Criteria  Key Features  

1. Academic Relevance 
&  Administration  

• Presents “sensible” academic clustering of courses by 
subject/discipline 

• Usable for multiple purposes  
• Facilitates funding policy development  
• Relatively easy to implement and maintain 

2. “Robust” Allocation 
of Funds  

• Reasonable correlation between funding and efficient cost of delivery 
for courses/programmes  

• Groups courses with similar resources/costs into the same funding 
category  

3. Manageable Number 
of Funding Categories  

• Groups courses with a reasonable variation in costs/resources 
together  

• Avoids maintenance costs of many funding categories  

4. Adaptable to Change  • Accommodates changes as sector practices and policies change  

Comment 

217 An evaluation of NZSCED and the current funding classification system, using the 
criteria above, does not provide a firm conclusion.  A more detailed evaluation of how 
NZSCED would be implemented is required. 

218 In principle, the use of a more structured and consistent system of course/programme 
classification is worthy of more detailed examination.  The options of modifying the 
existing 1-39 course classification categories and NZSCED should be considered.  The 
potential use of the PBRF classification system may also be considered.  
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219 Prior to undertaking a detailed evaluation of the merits of classifications systems, it 
would be useful to consider the extent to which the system should:  

• mirror the allocation of funds that occurs with the current system, or allow a 
degree of flexibility to reallocate funding between courses/programmes and 
between TEOs;  

• incorporate the existing “bulk funding” principle or seek to adopt a more 
disaggregated system of funding.  The extent of disaggregation of 
courses/programmes and the extent of exceptions is important because it 
creates the prospect of high-end narrow niche subjects being separated out and 
funded at rates different from their principal disciplines/subjects.  (Also, when the 
current system was established, almost all TEOs were “poly” providers offering a 
wide range of courses and programmes.  Subsequently, the development of 
PTEs that are frequently “mono” providers offering a narrow range of 
courses/programmes, together with the development of new specialised 
courses/programmes, has created an environment in which the principle of 
unders/overs embodied in the bulk funding concept on which the system is 
based, may not be applicable to all TEOs.). 

220 A prerequisite requirement will be to review the existing classification of 
courses/programmes into the 1-39 classifications (and the exceptions) and into the 
NZSCED fields to ensure data accuracy and robustness. 

221 Any proposed change to the classification system should be sufficiently well defined to 
enable the modelling of its impact on the funding of courses/programmes and the 
funding of individual TEOs. 

222 Proposed changes to the structure of the EFTS funding system should not result in an 
operationally complex system. 
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NQF Levels 1 & 2 
223 The FCR was also asked to investigate the funding rates for NQF levels 1 and 2 

courses to determine whether different funding rates are required for different courses 
at these levels. 

224 The FCR scoping work revealed that a review of NQF Level 1 and 2 courses would be 
challenging due to gaps in the data available centrally through the Single Data Return 
(SDR). It also became apparent that providers did not collect cost and resource usage 
data by NQF level.  

225 The project team initially considered that the same generic approach used for FCR 
would be suitable to be applied to Levels 1 and 2 and based on 2002 data. Analysis of 
available data and early discussions with a few TEOs indicated that this generic 
approach using 2002 data would not be practicable and that a different approach and 
methodology was necessary. 

Levels of study 

226 The NZ Register of Quality Assured Qualifications (the Register) includes both local and 
national qualifications (University qualifications being termed local qualifications). There 
are about 6,000 such qualifications and by August 2006 all qualifications (with a small 
number of exceptions) on the Register will be assigned a “level of learning” (i.e. to 10). 
The level of learning has been commonly called the NQF level.  All courses (being 
components of qualifications) will also have an assigned “level of learning”, generally 
the same as the related qualification level. 

227 The National Qualifications Framework (the Framework) only includes the 943 national 
qualifications. These have an assigned level of learning generally from level 1 to 7. 

Approach and methodology 

228 The alternative approach taken by the project group was to select a small number of 
TEOs and to gather some initial comments and 2003 data from them. Data was 
collected from three polytechnics and some initial high-level analysis was done. 

229 In parallel analysis commenced of the data available through the December 2003 SDR 
and other central sources to obtain information on the size and scope of the Level 1 and 
2 courses that are not only funded by student component EFTS, but also from other 
funding sources (e.g. Industry Training Fund, Full Fee Paying, Targeted Funds). 
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Quality of Data 

230 There are currently major gaps and probable inaccuracies in the existing assignment of 
“levels of learning” to qualifications and courses in any centrally collected data, whilst 
the providers themselves generally have that data available. Firstly, TEOs have not 
consistently completed the NQF level field in the qualification register files and 2004 is 
the first year when it has been a compulsory field. In the course register field whilst it 
has been a required field, providers have had the option of entering zero, which has 
occurred frequently with polytechnics and universities. Secondly, Quality Assurance 
Boards have been given until August 2006 to allocate “level of learning” codes to all 
qualifications and courses on the Register.  Until that date, gaps and inaccuracies in 
these fields will exist. 

231 An analysis of the number of EFTS in the 2003 SDR for all TEOs by the NQF level field 
shows the following: 

232 TEOs receiving funding from Industry Training Organisation and other funding sources 
are not funded on an EFTS basis, but generally on trainee numbers, credits passed or 
weeks of study. TEOs include that data in their SDR return, based on the EFTS value of 
the course of study. 

233 The above table does not include data for providers who are not required to submit an 
SDR, such as those do not receive student component funding.  At this stage, it is 
uncertain how much Industry Training and other funded  “nominal EFTS” is not included 
in the above numbers.   

234 There were 147,608 EFTS (52% of the total EFTS) not assigned to an NQF Level in the 
SDR.  

Level of learning 
Funding Source 

Total Unassigned 1 2 3 4-10 

EFTS Subsidy 233,303 19,392 18,582 22,892 21,310 151,127 

Full Fee Students 37,980 11,575 526 3,060 2,716 20,102 

ITO (off job) 4,028 292 38 589 656 2,453 

Other funding 6,909 1,334 666 2,418 1,121 1,372 

TOTAL 282,220 32,593 19,812 28,959 25,803 175,054 
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235 The figures in table above includes 21,403 Community Education (5.1) EFTS, 
comprising: 

Unassigned 12,244 

NQF 1  5,655 

NQF 2  1,294 

NQF 3  2,210 
 

236 The net result of the analysis above is that there are (excluding 5.1) approximately 
7,100 unassigned EFTS, 12,900 EFTS at Level 1, 21,600 EFTS at Level 2 and 19,000 
EFTS at level 3 funded through the Student Component. 

237 Analysis of the 2003 SDR data also shows that Levels 1 and 2 EFTS unevenly 
distributed among TEOs: 

• one TEO had > 20,000 EFTS (excluding 5.1); 

• five TEOs had 1,000–4,000 EFTS (excluding 5.1); 

• thirty one TEOs had 100–1,000 EFTS (excluding 5.1). 
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Different funding for Levels 1 and 2 

238  The central issues to be considered are: 

• whether NQF Level 1 and 2 courses as an overall group have cost 
characteristics that may make them more or less expensive than courses at 
other non degree levels 

• whether it is possible to identify clusters of NQF Level 1 and 2 courses that have 
cost characteristics which may make them more or less expensive than other 
clusters of NQF Level 1 and 2 courses. 

239 To address these issues it will be necessary to establish the key characteristics of NQF 
Level 1 and 2 courses that may make some or all of them more or less costly than 
courses at other levels or other courses at NQF Level 1 and 2. These characteristics 
include the: 

• course classification (i.e. 1-39) of the Level 1 and 2 courses 

• class sizes of these courses 

• class contact hours 

• mode of delivery of these courses. 

240 In general, when course costs are considered, the principal drivers of differences in 
those costs are: 

• The class contact hours (relative to EFTS value) generate the number of staff 
contact hours (and costs) and the use of infrastructure and equipment resources 
(and costs). It is common for lower (NQF) learning level courses to have a 
greater number of class contact hours than courses at higher (NQF) learning 
levels for an equivalent EFTS value. 

• The class (not course) size, particularly in “face to face” learning impacts on the 
academic staff resources (and costs) per student (EFTS) in each class. That is, 
larger classes share the costs of the tutor over a greater number of students and 
reduce the cost per EFTS for a major item of expenditure. 

241 In addition, the level of student support services and the relative complexity of 
infrastructure/equipment required by the students and the course will be of lesser 
importance but influence course costs. Rele
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Findings 

242 Detailed discussions and data collection have not occurred with TEOs.  However a 
preliminary assessment based on sector understanding, high level data collected from 
and discussions with three polytechnics, and limited discussions with a number of other 
TEOs and the FCR Sector Expert Group suggests that: 

• NQF Level 1 and 2 courses within any one or more of the 1-39 course 
classifications do not have sufficiently common characteristics relating to cost 
drivers such as class size, contact hours, or mode of delivery to justify all of the 
courses within one or more course classification code being considered as a 
homogenous group for funding. This indicates that, the classification of courses 
into existing 1-39 course classification groups, could not be used to determine 
differential funding for NQF Level 1 and 2 courses. 

• NQF Level 1 and 2 courses at the sub classification level (perhaps using 
NZSCED codes or a yet to be defined set of sub classifications) may have 
common characteristics in the cost drivers to justify all of the courses within 
those classifications being funded differently. This observation, however, needs 
to be analysed, tested and confirmed before any conclusions can be made.  
However, it is very likely to require the collection of data through the SDR about 
a new yet to be defined course classification system. 

• There is no evidence that one mode of delivery (e.g. face to face, mixed mode 
and distance) is either more or less expensive without also considering other 
criteria such as class or course size (i.e. economies or scale) and / or class 
contact hours. This indicates that the mode of delivery alone could not be used 
to determine differential funding for some clusters of NQF Level 1 and 2 courses. 

• The class size (and not course size) of NQF Level 1 and 2 courses are often 
smaller than at other levels and have more face to face and teacher contact 
hours, especially for the non-student component funded courses. This suggests 
that the direct costs per EFTS for courses at NQF Level 1 and 2 may be 
equivalent to or greater than occurs at other levels. 

• Based on the NZQA guidelines there are differences in course contact hours 
(relative to EFTS value) between the different levels of study. The NZQA 
guidelines indicate, that the class contact hours at lower levels (relative to EFTS 
value) may be up to 200% more than occurs at higher Levels. That is, the tutor 
related costs may be higher for NQF Level 1 and 2 courses than courses at 
higher Levels with an equivalent EFTS value.  
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• Students at Levels 1 and 2 often need greater learning assistance and support 
and may generate higher materials and equipment related costs. Students 
entering the tertiary system at Levels 1 and 2 generally have low numeracy and 
literacy skills. 

243 It is acknowledged that a combination of mode of delivery (i.e. distance or mixed mode) 
and above average class / course size (i.e. economies of scale) is likely to reduce the 
costs per EFTS below the average for courses that do not have those characteristics. 
However that is not unique to NQF Level 1 and 2 courses. 
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Conclusion 

244 If differential funding for clusters of (or all) NQF Level 1 and 2 courses was to be based 
on criteria such as mode of delivery, class size or contact hours, a major data collection 
and analysis project would be required to obtain robust data from TEOs. Some 
providers have indicated that this would be the preferred process to ensure that robust 
data is collected. The TEC would also need to implement procedures to be able to both 
record and audit the robustness of the TEO data on an ongoing basis. 

245 Finally criteria, other than directly relating to the costs of courses, could be used to 
establish differential funding for NQF Level 1 and 2 courses. These criteria could be 
applied at a whole of TEO level and include assessing the proportion of total TEO EFTS 
that are at Levels 1 and 2 and adjusting overall funding should NQF Level 1 and 2 
courses be above / below a benchmark proportion of total funded EFTS. 

246 Recommendations and way forward 

• Until (i.e. August 2006) TEOs are required to provide NQF Level data on all 
qualifications, any proposal for differential funding will be difficult to implement. 
The Ministry of Education and the TEC will not have access to robust data and 
not be able to validate TEO provided NQF Level data. 

• In the interim, the Ministry of Education and the TEC could consider requesting 
from all providers details of all courses provided and the Levels assigned to 
them. There may be resistance to this from providers as in their view this data is 
already provided through the course and qualification registration process.  

• In the interim the Ministry of Education and the TEC should evaluate the 
feasibility of requesting TEOs to provide course level data on class size, class 
contact hours and mode of delivery on a continuing basis through the SDR and 
their capacity to verify that data, prior to embarking on the collection and analysis 
of sample TEO data to establish a system of differential funding. 

• The Ministry of Education and the TEC could give further consideration to a 
whole of TEO approach, rather than a course level approach, when considering 
the possibility of differential funding for all NQF Level 1 and 2 courses. 
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Appendix One 
Members – Steering Group  

Name Organisation 

Ann Clark (Chair) Tertiary Education Commission  

Elizabeth Eppel Ministry of Education  

Colin Webb Tertiary Education Commission  

Allan Sargison  Ministry of Education  

 

Members – Sector Expert Group  

Name Organisation 

Adrienne Cleland  Massey University  

Chris Gosling  Nelson Marlborough Institute of Technology  

Fleur Fitzsimons  New Zealand University Students Association 

Harry Doig  Association of Polytechnics New Zealand 

Ian Hall 

Subsequently replaced by Richard Winder 

Christchurch College of Education 

Association of Colleges of Education 

Karl Yates  Avonmore Tertiary Academy 

Liz Valintine  Media Design School  

Marston Conder  University of Auckland 

Ron Heath University of Otago 

Sharn Riggs Association of Staff in Tertiary Education 

Tony Hall  Community Colleges New Zealand 

Whatarangi Winiata  Te Wananga o Raukawa  

 

Members – Project Group  

Name Organisation 

Graeme McNally (Project Leader) Deloitte Touche Tohmatsu  

Mani Maniparathy Tertiary Education Commission  

Dwayne Fletcher Tertiary Education Commission  

Renee Maunder  Tertiary Education Commission  

Dama Black (for a part of the project) Ministry of Education 

Bruce Omundsen (for a part of the project) Ministry of Education 

Rachel Currie  (for a part of the project) Ministry of Education 
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Appendix Two 
The two tables below show the EFTS (2002 figures) within the classification codes, and 
classification codes by funding category. 

 

Course Classification Codes / EFTS (2002) 

Course Classification Code 1 2 3 4 5 Grand Total

1 Agriculture; Horticulture 2,340       675           100        134        40         3,289         
2 Architecture; Quantity Surveying 706          1,311        90          51          7           2,165         

3

Arts; Advanced Studies for Teachers; 
Health Therapies; Humanities; 
Languages; Social Sciences 19,305     24,507      2,665     1,498     109       48,084       

4
Business Accountancy; Office 
Systems/Secretarial; Management 19,561     19,381      2,638     417        40         42,036       

5.1 Community Education; Non-formal 5,489       -           5,489         
5.2 General Education 1,573       1,573         
6 Computer Science 3,402       6,719        295        183        11         10,611       
7 Dentistry 232           6            3            240            
11 Engineering; Technology 2,694       4,264        247        426        37         7,668         
12 Fine Arts; Design 1,839       4,326        94          153        4           6,417         

13
Health Sciences (excluding 
classifications 7, 15 and 17) 146          913           407        352        16         1,834         

14 Law 708          3,759        178        32          6           4,682         

15
Medicine (excluding intermediate/first 
year) 579           176        3            758            

16 Music and Performing Arts 85            1,589        130        47          2           1,852         
17 Health Related Professions 537          671           486        67          2           1,763         
18 Science 1,835       12,106      1,322     1,748     122       17,134       
19.1 Teaching: Early Childhood Education 1,517       844           2,361         
19.2 Teaching: Primary 799          6,837        238        2            7,877         
20 Teaching: Secondary 449          908           90          1            1,449         
21 Trades 1 5              5                
22 Trades 2 8,075       8,075         
23 Veterinary 313           10          33          4           360            
24 Nursing* 1              4,088        4,089         
25 Medical Imaging* 194           194            
26 Midwifery (1 year)* 4               4                
27 Midwifery (3 year)* 291           291            
28 Occupational Therapy* 393           393            
29 Physiotherapy* 674           674            
30 Medical Radiation Therapy* 90             90              
31 Pharmacy Professionals* 337           337            
32 Speech Language Therapy* 100           100            
33 Medical Laboratory Science (MLS)* 132           132            
34 Clinical Psychology* 43          43              
35 Audiology* 18          18              
36 Dietetics* 44          44              

37
Medical Undergraduate (Years 4, 5 & 
6)* 844           844            

38 Foreign-Going Nautical 108          108            
39 Specialist Large Animal Science 30             6            16          51              

Grand Total 71,174     97,111      9,283     5,166     400       183,134     
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Funding Category Course Classifications

# 3 - Arts; Advanced Studies for Teachers; Health Therapies; Humanities; Languages; 
Social Sciences

# 5.1 - Community Education; Non-formal Education
# 5.2 - General Education
# 14 - Law
# 4 - Business Accountancy; Office Systems/Secretarial; Management
# 18 - Science
# 6 - Computer Science
# 11 - Engineering; Technology (non-degree)
# 1 - Agriculture; Horticulture (non-degree)
# 2 - Architecture; Quantity Surveying (non-degree)
# 21 - Trades 1
# 22 - Trades 2
# 24 - Nursing*
# 25 - Medical Imaging
# 26 - Midwifery (1 year)
# 27 - Midwifery (3 year)
# 28 - Occupational Therapy
# 29 - Physiotherapy
# 34 - Clinical Psychology
# 12 - Fine Arts; Design
# 16 - Music and Performing Arts
#17 - Health Related Professions
# 11 - Engineering; Technology (degree)
# 1 - Agriculture; Horticulture (degree)
# 2 - Architecture; Quantity Surveying (degree)
# 30 - Medical Radiation Therapy
# 31 - Pharmacy Professionals
# 32 - Speech Language Therapy
# 33 - Medical Laboratory Science (MLS)
# 36 - Dietetics
# 35 - Audiology*
# 38 - Foreign-Going Nautical
# 7 - Dentistry
# 15 - Medicine (excluding intermediate/first year)
# 23 - Veterinary

H # 39 - Specialist Large Animal Science*

# 19.1 - Teaching: Early Childhood Education
# 19.2 - Teaching: Primary
# 20 - Teaching: Secondary 

# 24 - Nursing
# 25 - Medical Imaging
# 26 - Midwifery (1 year)
# 27 - Midwifery (3 year)
# 28 - Occupational Therapy
# 29 - Physiotherapy
# 30 - Medical Radiation Therapy
# 31 - Pharmacy Professionals
# 32 - Speech Language Therapy
# 33 - Medical Laboratory Science (MLS)
# 34 - Clinical Psychology
# 35 - Audiology
# 36 - Dietetics
# 37 - Medical Undergraduate (Years 4, 5 & 6)

*NOTE: The FCR is to consider the feasibility of including the clinical add on into the core EFTS funding rates - 
when the add on per EFTS is < $500. Of the above only # 28, # 32 and # 34 meet that criteria.

C

B

A

Clinical Training 
Adjustments

I

G
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Appendix Three 
Table of International Comparisons (see section ‘International comparisons’ in Methodology) 

Discipline* Total Funding Relativities Ratio of Subsidy to Total Incomes 

(Subsidy + Fee)# 

NZ Aus England NZ Aus England 

Law 1.03 1.07 1.00 0.58 0.15 0.72 

Humanities/Arts 1.00 1.00 1.00 0.60 0.45 0.72 

Accounting, 
Administration, 
Economics, Commerce 

1.03 1.05 1.00 0.58 0.26 0.72 

Mathematics, Statistics 0.99 1.31 1.00 0.57 0.41 0.72 

Behavioural Science, 
Social Studies 

1.00 1.27 1.00 0.60 0.57 0.72 

Computing 1.39 1.55 1.36 0.67 0.51 0.79 

Built Environment/ 
Degree Architecture 

1.65 1.58 1.36 0.71 0.51 0.79 

Built Environment/ Non-
Degree Architecture 

1.39 N/A N/A 0.64 N/A N/A 

Trades 1.39 1.58 1.36 0.57 0.51 0.79 

Foreign Languages 1.00 1.53 1.00 0.60 0.64 0.72 

Visual & Performing Arts 1.39 1.53 1.36 0.70 0.64 0.79 

       

Degree Engineering, 
Surveying 

1.65 2.12 1.36 0.68 0.63 0.79 

Science 1.39 2.12 1.72 0.67 0.63 0.84 

Non-Degree Engineering 1.39 N/A N/A 0.71 N/A N/A 

Pre-Clinical Stages of 
Dentistry, Medicine, 
Veterinary Science 

3.11 2.59 1.72 0.67 0.65 0.84 
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Discipline* Total Funding Relativities Ratio of Subsidy to Total Incomes 

(Subsidy + Fee)# 

NZ Aus England NZ Aus England 

Clinical Stages of 
Dentistry, Medicine, 
Veterinary Science 

3.11 2.59 3.51 0.67 0.65 0.92 

Degree Agriculture 1.65 2.56 1.36 0.68 0.70 0.79 

Non-Degree Agriculture 1.39 N/A N/A 0.67 N/A N/A 

Education/ Teaching 1.25 1.21 0.72 0.68 0.65 1.00 

Nursing 1.39 1.48 1.08 0.67 0.72 1.00 

            Notes to the table of international comparison 

* Disciplines sourced from Australian funding categories. Some changes made to ensure differences in 
three systems could be accommodated.  

# Base rate for each country is humanities.  

- The English student fee is the maximum currently charged, where the fees are on a sliding scale 
relating to family income. This does not include 'top-up' fees that charged at the discretion of providers. 
Different systems are in place in other regions of the United Kingdom. 

 

Rele
as

ed
 un

de
r th

e O
ffic

ial
 In

for
mati

on
 Act 

19
82



 

Page 72  

Appendix Four: Finding for sub-trades 
1 The FCR found that overall, from the information provided, it cannot be concluded that 

funding for trades and technical courses in general is anomalous.  Further analysis was 
conducted to see whether certain sub-trades had significant funding anomalies.  This 
appendix discuses the analysis and findings on the review of sub-trades. 

2 The sample TEOs were requested to classify the relevant academic departments into 
sub-trades.  In the absence of a commonly agreed classification of sub-trades, 
providers usually classified the sub-trades according to their department/budget centre 
structure.  The FCR project team then grouped the sub-trades, as named by the TEOs, 
into a number of “clusters”.  Although the sample was selected to provide sufficient 
coverage over all sub-trades, the sample size was small in a number of instances.  
When analysing each cluster, observations were split between courses in CC #11 and 
#22.  (Two TEOs also reported on areas that the review did not consider in the analysis 
of trades – performing arts and screen arts, and software engineering.) 

3 The table below shows the data collected for the clusters from each TEO for each sub-
trade. 

 AUT CPIT G&H NMIT UNITEC WELTEC WINTEC 

Hospitality and food        

Hairdressing        

Automotive        

Mechanical engineering        

Construction and carpentry        

Electric and 
electrotechnology 

       

Seagoing vessel operation        

Horticulture (pre-vocational 
leading to trade certificate) 

       

 

Automotive 
4 All courses within this sub-trade were currently assigned to CC #22.  Four polytechnics 

contributed information to the review of this anomaly.  
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5 The results indicate that funding in this area is not anomalous.  The weighted average 
ratio of total income to costs for this sub-trade is around 2% above the whole-of-TEO 
ratio, and the ratio of subsidy to cost for this sub-trade is 12% above the whole-of-TEO 
ratio.  The following points were considered in arriving at this conclusion: 

• The subsidy to cost ratio is above average in all TEOs except one, where low 
EFTS numbers in the area may have reduced economies of scale.  

• Another TEO’s ratio of total income to cost is below the whole-of-TEO ratio, 
primarily because of its low fees for trade courses. 

Mechanical Engineering & Design 
6 The courses in this sub-trade are currently assigned to CC #11 as well as CC #22.  Five 

polytechnics contributed information on this anomaly.  Information from one TEO was 
not used as it was incomplete. 

7 For CC #11, the weighted average ratio of subsidy to cost is  8% below the whole-of-
TEO ratio.  The ratio of total income to cost was in the range of 2% to 16% below the 
whole-of-TEO ratio, with a weighted average of 12% below the whole-of-TEO average.   

8 The results for CC #22 vary considerably between the academic departments within the 
sample TEOs, in particular in the results for fitting and turning and welding departments 
within a TEI.  This result suggests that, at a micro level, funding for fitting and turning 
and welding may be anomalous, while funding for mechanical engineering generally 
may be in line with funding for other areas.  Further, the findings for fitting and turning 
and welding were based on one TEO, so that there is a risk that the results may not 
reflect the sector as a whole.  

9 In summary, on the basis of the data provided, it is not possible to draw a definitive 
conclusion about whether funding for mechanical engineering and design courses in 
CC #22 is anomalous. 

Carpentry and Construction 
10 Five polytechnics and one PTE contributed information on this sub-trade.  Most of the 

courses in this sub-trade are currently assigned to CC #22, while one TEO in the 
sample identified some non-degree courses assigned to CC #11. 

11 The TEO providing the data for the CC #11 courses has an academic department 
covering building (carpentry, plumbing, etc.) and transport (automotive engineering).  
This creates added complexity in comparing and interpreting this information. 

12 As the result for courses assigned to CC #11 was based on a low number of EFTS and 
drawn from one TEO, it was difficult to draw any sound conclusions about funding in 
this sub-trade. Rele
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13 Of the courses in CC #22, all but one have a ratio of subsidy to cost that is above their 
whole-of-TEO ratio, indicating that funding is not anomalous.  The one TEO with a ratio 
of subsidy to cost below the whole-of-TEO ratio had only 20 EFTS, suggesting the 
result is influenced by a lack of economies of scale. 

14 The total income to cost ratios for several TEOs are below the whole-of-TEO ratio for 
their respective TEOs.  However, these below average ratios are matched by lower 
fees, indicating that the fees rather than the subsidy level is the cause of the problem. 

Electric and Electrotechnology 
15 Four TEOs contributed information on this sub-trade, of which the information from one 

TEO was excluded from the analysis, as the information was internally inconsistent.  
The courses in this sub-trade are currently assigned to CC #11 as well as CC #22.  

16 The results for courses in CC #11 clearly indicate that funding in this area is not 
anomalous, with all results for subsidy/cost ratios and total income/cost ratios for the 
anomaly being above the their whole-of-TEO values. 

17 The results for CC #22 are variable, with the ratios of subsidy to cost ranging from 23% 
below to 49% above their respective whole-of-TEO ratios.  The ratios of total income to 
cost vary to a similar extent. The data does not explain this variability as neither the 
fees nor economies of scale appear to have caused it. 

18 Based on the above information it can be concluded that the funding for CC #11 is not 
anomalous, while the finding for CC #22 is inconclusive. 

Seagoing vessel operations  
19 As the sample for this sub-trade consisted of just one TEO the results may not reflect 

the sector as a whole. There are two or three other providers offering courses in this 
sub-trade (seamanship, vessel operation).  The courses in this sub-trade are currently 
assigned to CC#11.   

20 With the ratio of total income to costs 7% below the whole-of-TEO ratio, and the ratio of 
subsidy to costs 23% below whole-of-TEO ratio, the results indicate that the TEO has 
made up for the relative shortfall in subsidy by higher fees.   

Hospitality and Food 
21 The courses in this sub-trade are currently assigned to CC #22. Five polytechnics 

contributed information for this sub-trade, of which the information from two was not 
used as it was incomplete and internally inconsistent.  

22 The results for individual academic departments within this sub-trade were disparate, 
with the ratios of subsidy to cost ranging from 20% below to 9% above whole-of-TEO 
values, though four observations were ±10% of the respective whole-of-TEO ratio. The 
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ratios of total income to cost were similarly  dispersed.  The weighted averages for this 
sample suggest that, overall, funding for this sub-trade is not significantly anomalous.  

Hairdressing 
23 The courses in this sub-trade are currently assigned to CC #22.  Two polytechnics 

contributed information for reviewing this anomaly. (6% below for subsidy and 2,2% 
below of whole of TEI) 

24 A concern in this sample is the low number of observations on which to base a 
conclusion.  A further concern is that no PTEs were sampled as, in 2003, PTE EFTS 
made up 66% of all EFTS in this area and the average fee at PTEs was $7,522, as 
opposed to $4,365 at TEIs. 

25 On the basis of the information available for the review the funding for hairdressing is 
not anomalous.  

Horticulture (pre-vocational leading to trade certificate)  
26 As only one TEO submitted information in relation to this sub-trade the result  may not 

reflect the sector as a whole. 

27 The ratios of subsidy to cost and total income to cost were 27% and 25% respectively 
above the whole-of-TEO value. The results show that funding in this area for this one 
TEO is not anomalous.  
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Conclusion 
28 As discussed in the body of the report, this analysis of the sub-trades was carried out 

after it was found that trades generally did not appear to be anomalous.  There were 
then some concerns with the size of samples, although the quality of the data was 
generally of an acceptable standard.  

 Subsidy to 
income 
weighted 
average 

Total income 
to costs 
Weighted 
average 

Comment 

A. Conclusion evident 

Hairdressing 6% above 
average 

4% above 
average 

Small sample and no PTEs 
sampled 

Automotive 12% above 
average 

2% above 
average 

The one below average subsidy to 
cost ratio that appeared in sample 
could be explained by low 
economies of scale 

Construction and 
Carpentry CC#22 

6% above 
average 

1% below 
average 

The one below average subsidy to 
cost ratio that appeared in sample 
could be explained by low 
economies of scale 

Seagoing vessel 
operations 

23% below 
average 

7% below 
average 

High fees ($6,000) for course which 
resulted in moderate total income 
to cost ratio. Only one TEO 
contributed data  

Electric and 
Electrotechnology 
CC#11 

5% above 
average 

7% above 
average 

All observations were above TEOs’ 
averages. Only two TEOs 
contributed data. 

Horticulture (pre-
vocational leading to 
trade certificate) 

27% above 
average 

28% above 
average 

Only one TEO submitted data in 
this area. 

B. Conclusion drawn after consideration of issues 

Hospitality and Food 6% below 
average 

2% below 
average 

Results for individual academic 
departments within this sub-trade 
were disparate. 

C. Conclusion not possible 

Electric and 
Electrotechnology 
CC#22 

25% above 
average 

6% above 
average 

Significant difference in results, 
with subsidy to cost ratios ranging 
from 30% below to 37% above 
TEO average with insufficient 
information to help explain 
difference and draw conclusions. 
Only four TEOs provide 
information. 

Carpentry and 
Construction CC #11 

34% below 
average 

34% below 
average 

Only two observations from same 
TEO and with significantly varied 
results. Insufficient information to 
help explain difference and draw 
conclusions.   
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 Subsidy to 
income 
weighted 
average 

Total income 
to costs 
Weighted 
average 

Comment 

 

Mechanical Engineering 
& Design CC#11 

8% below 
average 

12% below 
average 

Evidence of anomaly in total 
difference income and cost ratios, 
but this is marginal at subsidy to 
cost ratio. 

 

Mechanical Engineering 
& Design CC#22 

14% below 
average 

25% below 
average 

Results for fitting & turning and 
welding were significantly different 
to Mechanical Engineering as 
whole. Negative result for CC#22 
solely result of fitting and turning. 
Only two TEOs provided data - and 
only one TEO provided specific 
data on fitting & turning and 
welding. 

Specifically fitting & 
turning and welding 

21% below 
average 

36% below 
average 
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7 March 2014  

Tertiary Education Report: Budget 2014: Proposals for changes in SAC 
funding rates 

Recommended actions  

We recommend that the Minister for Tertiary Education, Skills and Employment: 

a. note that you have agreed to progress options to increase Student Achievement 
Component (SAC) funding for science, agriculture, optometry, pharmacy and 
physiotherapy [METIS 840987 refers]  

b. note that, following discussions with officials on exploring options to give a larger 
percentage increase to science, we have identified three options to increase SAC funding 
for targeted fields 

c. note that Appendix A provides an overview of each option, costs and impact on funding 
relativities 

d. indicate your preferred option for targeted tuition subsidy increases: 

EITHER OPTION ONE: 

(i) Option One proposes the following tuition subsidy increases to all targeted fields at 
an estimated additional expenditure of $27.3 million based on equivalent fulltime 
students delivered in 2013:  

 10 percent increase to science (SAC funding categories V2-V4) 

 9 percent increase to agriculture and optometry (SAC funding categories M2-
M4) 

 16.9 percent increase to pharmacy (by moving pharmacy to SAC funding 
category M), and 

 12.4 percent increase to physiotherapy (by moving physiotherapy to SAC 
funding category L). 

AGREE / DISAGREE  
 
OR OPTION TWO 

(ii) Option Two proposes the following tuition subsidy increases to all  targeted fields at 
an estimated additional expenditure of $24.5 million based on equivalent fulltime 
students delivered in 2013:  

 9 percent increase to science (SAC funding categories V2-V4) 

 7.5 percent increase to agriculture and optometry (SAC funding categories 
M2-M4) 
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 3 

 15.3 percent increase to pharmacy (by moving pharmacy to SAC funding 
category M), and 

 12.4 percent increase to physiotherapy (by moving physiotherapy to SAC 
funding category L).  

AGREE / DISAGREE 
 
OR OPTION THREE 

(iii) Option Three proposes the following tuition subsidy increases to only science, 
agriculture and optometry at an estimated additional expenditure of $22.6 million 
based on equivalent fulltime students delivered in 2013 

 9 percent increase to science (SAC funding categories V2-V4) 

 7.5 percent increase to agriculture and optometry (SAC funding categories 
M2-M4). 

AGREE / DISAGREE 

e. note that we will support you with any information you require on proposed changes in 
SAC funding rates for the meetings of Budget Ministers’ on 24 and 27 March 2014. 

 
 

 
 
Roger Smyth 

Acting Group Manager, Tertiary Education 
Ministry of Education   
     

 

NOTED / APPROVED 
  
 
 
 
Hon Steven Joyce 

Minister for Tertiary Education, Skills and Employment  
__ __/__ __/__ __ Rele
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Tertiary Education Report: Budget 2014: Proposals for changes in SAC 
funding rates 

Purpose of report 

1. This paper provides options for increasing Student Achievement Component (SAC) 
funding rates for science, agriculture and selected health disciplines. 

Background 

2. You are considering a Budget 2014 initiative of $22.5 million per year to increase SAC 
funding rates in order to invest in degree level and above higher education. 

3. Following discussions with you, we explored funding options for fields of study that were 
identified as relatively SAC under-funded in the New Zealand benchmarking tool analysis 
for the university sector. Following this advice, you agreed to progress options to 
increase funding for the following fields of study at degree level and above [METIS 
840987 refers]: 

 science 

 agriculture 

 optometry 

 pharmacy 

 physiotherapy. 

4. At your meeting with officials on 4 March 2014, you indicated you wanted to explore 
options to give a larger percentage increase to science. This paper proposes three 
options for increasing SAC funding rates for science, agriculture optometry, pharmacy 
and physiotherapy. Appendix A provides an overview of each option, costs and impact on 
funding relativities. 

5. As discussed, the three options would see two small fields, dental therapy and degree-
level pilot training also receiving a funding increase (as they are also in funding category 
M).  The total number of EFTS in these two fields in 2013 was 291. 

Options for increasing SAC funding rates 

Address all areas that are relatively SAC under-funded 

6. Options One and Two propose percentage increases to SAC funding categories V2-V4 
(science) and M2-M4 (includes agriculture and optometry). In addition to percentage 
increases to targeted SAC funding categories, these two options both propose moving 
pharmacy and physiotherapy to different, higher SAC funding categories. 
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7. Both these options address much of the funding and cost relativity issues for science, 
agriculture, optometry, pharmacy and physiotherapy at degree level and above.  

Option One 

8. Option One proposes the following tuition subsidy increases to all targeted fields at an 
estimated additional expenditure of $27.3 million based on equivalent fulltime students 
delivered in 2013:  

 10 percent increase to science (SAC funding categories V2-V4) 

 9 percent increase to agriculture and optometry (SAC funding categories M2-M4)  

 16.9 percent increase to pharmacy (by moving pharmacy to SAC funding 
category M), and  

 12.4 percent increase to physiotherapy (by moving physiotherapy to SAC funding 
category L). 

9. This option illustrates that to get a significantly larger increase in funding for science (up 
to 10 percent) would mean either increasing the funding sought or limiting the increase 
only to science (see Appendix A).  

10. The total cost is higher than the $22.5 million indicated in the Budget Cabinet paper. 
However, the estimated additional expenditure of this option could be met by utilising 
savings from student support ($5 million per year). This would not increase the total cost 
of the Budget package that was set out in the Budget Cabinet paper ($40 million) as 
student support costs have not been netted off that figure. 

Option Two 

11. Option Two proposes increases to all targeted fields but marginally smaller increases 
than Option One, at an estimated additional expenditure of $24.5 million based on 
equivalent fulltime students delivered in 2013:  

 9 percent increase to science (SAC funding categories V2-V4) 

 7.5 percent increase to agriculture and optometry (SAC funding categories M2-
M4) 

 15.3 percent increase to pharmacy (by moving pharmacy to SAC funding 
category M), and 

 12.4 percent increase to physiotherapy (by moving physiotherapy to SAC funding 
category L).  

12. The advantage of this option is it still gives a significant increase to science but at a lower 
total cost. 

Option Three: Address SAC under-funding for science, agriculture and optometry only 

13. Option Three proposes the following tuition subsidy increases to only science and 
agriculture and optometry at an estimated additional expenditure of $22.6 million based 
on equivalent fulltime students consumed in 2013: 
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 9 percent increase to science (SAC funding categories V2-V4), and 

 7.5 percent increase to agriculture and optometry (SAC funding categories M2-
M4). 

14. This option focuses a targeted tuition funding increase on areas of high priority for 
economic growth. Focusing on science and agriculture (which also includes optometry in 
the same funding category) effectively targets funding to higher education and to 
research-rich disciplines, which in turn will improve quality measures such as citations 
per faculty member.  It does not, however, address funding relativities for physiotherapy 
and pharmacy which are significantly under-funded.  

Budget 2014 process 

15. We will support you with any information you require on proposed changes in SAC 
funding rates for the meetings of Budget Ministers’ on 24 and 27 March 2014. The 
outcomes of Budget Ministers’ discussions are reflected in the Treasury’s main Budget 
2014 paper with Cabinet decisions on 14 April 2014. 
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Appendix A: Options for changes in SAC funding rates, costs and impacts on SAC funding relativities 

Option Cost 

Relativity Impacts Comments 

Identified NZBT Cost 
Relativity 

Tuition Subsidy 
Relativity based on 

2012 Average Funding 
Rate 

New Tuition Subsidy 
Relativity based on 
Proposed Increase 

Benefits Drawbacks 

1.  Address all areas that are underfunded 27.3 million   
   

The estimated additional expenditure of 
this option could be met by utilising 
savings from student support ($5 million 
per year). This would not increase the total 
cost of the Budget package  that was set 
out in the Budget Cabinet paper ($40 
million) as student support costs have not 
been netted off that figure 
 
Addresses all areas of previously 
identified relative SAC under-funding 
  
  
  

Increases to Category M would also 
increase funding for Dental Therapy and 
degree-level Pilot Training, which were not 
identified as SAC under-funded.  The total 
number of EFTS in these two fields in 
2013 was 291 
  
  

  10% increase to Category V (Sciences) 
 

  
22,728,715    

   
  9% increase to Category M 

 

     
2,553,335  Sciences 2.3 1.8 2.0 

  
  

       Agriculture 2.5 2.3 2.5 
  

  
          Optometry 2.8 2.2 2.4 

  Move Pharmacy from N2 to M2 (16.9% increase) 
 

     
1,136,519  Pharmacy 2.4 1.9 2.3 

  
Move Physiotherapy from B2 to L2 (12.4% increase) 

 

     884,493  
Physiotherapy 2.3 1.5 1.7 

2.  Smaller increases to all areas of underfunding 24.5 million   
   

Addresses all areas of previously 
identified relative SAC under-funding, 
though at a smaller rate of increase 
  
  

  
  

Increases to Category M would also 
increase funding for Dental Therapy and 
Pilot Training, which were not identified as 
SAC under-funded.  The total number of 
EFTS in these two fields in 2013 was 291 
  
  

  9% increase to Category V (Sciences) 
 

  
20,465,980    

   
  7.5% increase to Category M 

 

     
2,128,048  Sciences 2.3 1.8 2.0 

  
  

       Agriculture 2.5 2.3 2.4 
  

  
          Optometry 2.8 2.2 2.4 

  Move Pharmacy from N2 to M2 (15.3% increase) 
 

     
1,028,559  Pharmacy 2.4 1.9 2.3 

  Move Physiotherapy from B2 to L2 (12.4% increase) 
 

        
884,493  Physiotherapy 2.3 1.5 1.7 

3.  Address Science, Agriculture and Optometry 22.6 million   
   

Addresses areas that are high priority for 
economic growth 
 
Total cost is within the  parameter of $22.5 
million for this initiative 
 
Does not give increases to any areas that 
were not identified as relativity SAC under-
funded (pharmacy and physiotherapy) 

Does not address all areas of provision 
previously identified as relatively SAC 
under-funded 
 
Increases to Category M would also 
increase funding for Dental Therapy and 
Pilot Training, which were not identified as 
SAC under-funded.  The total number of 
EFTS in these two fields in 2013 was 291 

  9% increase to Category V (Sciences) 
 

  
20,465,980  Sciences 2.3 1.8 2.0 

  7.5% increase to Category M 
 

     
2,128,048  Agriculture 2.5 2.3 2.4 

  
  

      
 

Optometry 2.8 2.2 2.4 

  
  

         

 
Pharmacy 2.4 1.9 No Change 

  
    

Physiotherapy 2.3 1.5 No change 

  
    

  
  

  

 
Notes: This table shows how proposed changes to specific SAC funding rates would affect 2015 SAC funding relativities for degree level provision in the affected categories. The 2012 Tuition Subsidy Relativities were re-calculated from the New Zealand 
Benchmarking tool analysis of cost relativities in the university sector. This table compares the 2012 average SAC funding rate for levels 2 through 4 in the relevant categories to the average SAC funding rate for management and commerce from 2012. The 
average funding rate for management and commerce has not changed since 2012.The change to the calculation of the 2012 SAC funding relativities was made in order to have an updated SAC tuition funding relativity that would also be comparable to the 
previously identified cost relativities that were based on 2012 costs. Tuition subsidy relativities were then recalculated for the proposed 2015 SAC funding increases.  
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Memorandum 
Ref: A938984 

To: Gus Gilmore 

From:  

Date: 11/09/2015 

Subject: Approval to validate course classification #32: Speech and 
Language Therapy for funding at rate C3. 

Purpose 
1. This paper is seeking approval to validate course classification #32: Speech

and Language Therapy for funding at rate C3.

Recommendations 
2. We recommend that you:

2.1. approve course classification #32: Speech and Language Therapy at funding 
rate C3 (taught Master’s qualification); 

2.2. note that course classification #36: Dietetics was approved for funding rates 
N4 and N5 in 2012 but this was not implemented at the time. 

Background 
3. In order to successfully submit the SDR TEOs must use valid combinations of

course classification and funding rate. The course classification indicates
subject and is set out in the SAC 1-39 Course Classification Guide. The
funding rate is made up of an alphabetic reference based on course type, and
a numeric code indicating course level.

4. In the August 2015 SDR submission, several TEOs had validation errors due
to using an invalid course classification and funding rate combination for taught
Master’s Speech and Language Therapy qualifications and Master’s Dietetics
qualifications.

Speech and Language Therapy (#32) 
5. It came to the attention of the TEC that the University of Auckland, University

of Canterbury, and Massey University offer taught Master’s qualifications in
Speech and Language Therapy. These qualifications are approved by the
Universities New Zealand Committee on University Academic Programmes
(CUAP).

6. The funding rate system set out in the Student Achievement Component –
Provision at Level 3 and above funding mechanism is clear that a taught
postgraduate qualification should be coded at funding rate 3. This course
classification is currently only valid at funding rate 2, so is attracting a lower

Document 6
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SAC rate.  

7. These TEOs should be coding these qualifications as #32:C3, however, this is 
not currently a valid course classification and funding rate combination.  

8. The funding rate for taught Master’s Speech and Language Therapy 
qualifications would increase from funding rate C2 $11,282 to C3 $14,339.  

9. We have advised the Ministry of Education of our intention to make this 
change.  

10. Given the small number of EFTS delivered in these qualifications there are no 
significant budget implications.1  

Dietetics (#36)  

11. The University of Otago gained approval in 2012 to offer a Master of Dietetics 
qualification. This qualification contained a research component, meaning that 
it should be coded at funding rate 4 or 5.  

12. The TEC agreed at this time that the course classification code #36 would be a 
valid combination with funding rate N4 or N5.  

13. This approval was not communicated to all necessary parts of the TEC at the 
time and as a result in the 2015 update of the Tertiary Funding System (TFS) 
was not updated as a valid combination. This has now been corrected. There 
should be no impact upon funding.  

Next Steps  

If you approve, we will: 

• Ensure the Tertiary Funding System and 2016 SDR Manual are updated 
accordingly; and 

• Notify affected Universities of changes; and 

• Note the change to the funding rate for Speech and Language Therapy in the 
Minister’s Weekly Report.  

 

 

 

 

 
1 In 2014 there were 98 EFTS delivered in Postgraduate qualifications (L8-9) for courses in Speech 
and Language Therapy, with 2 EFTS delivered at Level 9. Only Level 9 Master’s qualifications would 
be eligible for the C3 funding rate.  
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Tertiary Education Report: Analysis of university sector delivery cost and 
funding relativities across broad fields of study 

Date: 20 January 2016 Priority: Medium 

Security Level: Budget Sensitive METIS No: 972730 

Action Sought 

Addressee Actions sought Deadline 

Minister for Tertiary 
Education, Skills and 
Employment 

Note the analysis of 2014 university delivery cost and funding 
relativities, and related upcoming reports. 

At your 
convenience 

Enclosure: No Round Robin: No 

Contact for Telephone Discussion (if required) 
Name Position Telephone 1

st
 Contact 

Roger Smyth Group Manager   

Marny Dickson Drafter 463 7599 

The following departments/agencies have seen this report:  Other: 

 TEC  MBIE  MoE  IR  NZQA  MSD  Treasury 

 SSC  OAG  Stats  TPK  MPIA  MWA  NZTE 

Minister to Complete (please circle) 1 = very poor 2 = poor 3 = acceptable 

4 = good 5 = very good 

Minister’s Office to Complete:  Approved  Declined 

 Noted  Needs change 

 Seen  Overtaken by Events 

 See Minister’s Notes  Withdrawn 

Comments: 

Tertiary Group – TEP
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20 January 2016  

Tertiary Education Report: Analysis of university sector delivery cost and 
funding relativities across broad fields of study  

Executive summary  

This report provides an analysis of delivery cost and funding relativities across broad fields of 
study using 2014 data collected from the eight universities through the New Zealand 
Benchmarking Tool (NZBT). The report also adjusts the NZBT results to take into account 
estimated relative capital costs across broad fields of study. 

Overall, our analysis of 2014 data from the university sector showed: 

 relative Student Achievement Component (SAC) tuition subsidy funding was aligned 
with relative delivery costs in the broad fields of IT, education, society and culture, 
and creative arts 

 relative SAC funding rates were low, compared to relative delivery costs in the broad 
fields of natural and physical sciences, and health 

 relative SAC funding rates appeared slightly high, compared to relative delivery costs 
in the broad fields of engineering, and architecture and building. 

We undertook additional analysis of operating costs and SAC funding across different types 
of teaching unit within the broad fields of natural and physical sciences, agriculture, health, 
and society and culture. This showed: 

 in the broad field of natural and physical sciences, relative SAC under-funding was 
concentrated in teaching units specialising in laboratory-based sciences (rather than 
mathematics teaching units) 

 in the broad field of agriculture, relative SAC under-funding was concentrated in a 
teaching unit delivering qualifications at degree-level and above while sub-degree 
agriculture was not under-funded 

 in the broad field of health, relative SAC under-funding was concentrated in teaching 
units specialising in medicine, pharmacy, physiotherapy and optometry 

 in the broad field of society and culture, there was slight relative SAC under-funding 
in teaching units specialising in languages. 

We also examined the relationship between delivery costs and qualification level of study in 
each broad field of study. This showed that postgraduate programmes were more costly to 
deliver than undergraduate programmes in the fields of natural and physical sciences, 
management and commerce, society and culture, and creative arts. 

These results are broadly consistent with the findings of our earlier analysis of 2012 NZBT 
data from the university sector [METIS 836086 refers].  
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Recommended actions  

We recommend that the Minister for Tertiary Education, Skills and Employment: 

a. note this analysis of 2014 university sector delivery cost and tuition subsidy funding data 
collected through the New Zealand Benchmarking Tool (NZBT)  

b. note that, in early February 2016, we will provide you with: 

(i) an analytic report based on 2014 NZBT delivery cost and tuition subsidy funding data 
from all tertiary education institutions  

(ii) estimates of the impact of Budget decisions since 2014 on areas of relative SAC 
under- or over-funding, and advice on possible options for targeted tuition subsidy 
increases in Budget 2016. 

c. agree that the Ministry of Education provide, for their information: 

(i) a copy of this briefing to the university Vice-Chancellors  

(ii) a copy of the final briefing showing 2014 NZBT results for the institutes of technology 
and polytechnic (ITP) sector to ITP chief executives [METIS 961830 refers] 

(iii) a copy of the final briefing showing 2014 NZBT results for the wānanga sector to 
wānanga chief executives [METIS 972728 refers]. 

AGREE / DISAGREE 

 

 

 

Roger Smyth 

Group Manager, Tertiary Education 
Ministry of Education   
     

 

NOTED / APPROVED 
  
 
 
Hon Steven Joyce 

Minister for Tertiary Education, Skills and Employment  
__ __/__ __/__ __ 
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Tertiary Education Report: Analysis of university sector delivery cost and 
funding relativities across broad fields of study  

Purpose of report 

1. This report presents the results of the Ministry’s analysis of relative delivery costs and 
Student Achievement Component (SAC) funding across broad fields of study in the 
university sector. The analysis is based on 2014 data collected in 2015 through the New 
Zealand Benchmarking Tool (NZBT).  

Approach to analysis 

2. This report completes our analysis of 2014 NZBT data from each tertiary education 
institution subsector [METIS 961830 and 972728 refer]. 

3. The Ministry’s approach and methodology for its analysis of 2014 university data was 
consistent with our analysis of 2012 data. This approach and methodology has been 
outlined in other briefings and published [e.g. METIS 815847].1  

4. The analysis focused on comparing operating cost and SAC revenue in teaching units 
with 75% or more EFTS in a single New Zealand Standard Classification of Education 
(NZSCED) field of study. To identify potential SAC under- or over-funding, our analysis 
focused on comparing relative delivery costs and relative SAC rates. This involved: 

 comparing direct operating costs per EFTS in each field of study to management 
and commerce (the field of study with the lowest direct operating costs per EFTS 
and the greatest number of EFTS across the system) 

 comparing average SAC income per SAC EFTS in each NZSCED field of study 
to management and commerce. 

5. This approach allowed us to identify broad fields of study where SAC income appeared 
relatively low or high, compared to direct operating costs, relative to management and 
commerce. We also undertook more detailed analysis to: 

 compare cost structures by sub-field, or type of teaching unit, within the broad 
fields of natural and physical sciences, health, and society and culture 

 identify the relationship, if any, between delivery costs and qualification level of 
study in each broad field of study by comparing teaching unit delivery costs and 
the percentage of EFTS delivered at postgraduate level. 

6. The results do not take into account targeted tuition subsidy increases agreed in Budget 
2014 and Budget 2015. We will update the SAC relativities for TEIs and each sub-sector 
in early February once we have completed our analysis of the TEI dataset.  

7. Appendix One provides more information about the NZBT dataset used to inform this 
analysis. Appendix Two summarises the strengths and limitations of this analysis. 

                                                 
1 Ministry of Education. 2015. A Comparison of Delivery Costs and Tertiary Education Funding by Field of Study: 
Results and Methodology. Available from: http://www.educationcounts.govt.nz/publications/80898/a-
comparisonof-delivery-costs-and-tertiary-education-funding-by-field-of-study.  

Rele
as

ed
 un

de
r th

e O
ffic

ial
 In

for
mati

on
 Act 

19
82

http://www.educationcounts.govt.nz/publications/80898/a-comparisonof-delivery-costs-and-tertiary-education-funding-by-field-of-study
http://www.educationcounts.govt.nz/publications/80898/a-comparisonof-delivery-costs-and-tertiary-education-funding-by-field-of-study


 

 5 

Results 

Relative SAC under- or over-funding in 2014, across broad fields of study  

8. Figure One and Table One show the results of our analysis of the 2014 NZBT data. The 
results show average cost per EFTS and SAC funding per SAC EFTS for each field of 
study, relative to management and commerce. Variance bars identify the highest and 
lowest operating cost and SAC funding relativities for individual universities, in each field 
of study.  

9. There was wide variation in operating costs across the university sector in the fields of 
engineering, agriculture, health and creative arts. This variation may reflect differences in 
the mix of delivery, areas of specialisation, delivery models, and/or economies of scale 
across different universities within the same broad field of study. 

Figure One: University sector operating costs per EFTS and SAC funding per SAC EFTS, relative to 
management and commerce, by NZSCED field of study (2014) 

 

10. Table One shows the five most common SAC funding categories within each NZSCED 
field of study in the university sector (only those SAC funding categories that are used to 
fund more than 5% of EFTS within a given NZSCED field of study are shown). Appendix 
Four sets out 2014 SAC tuition subsidy funding categories and rates. 

11. SAC funding category V2 (degree-level science) accounted for the majority of SAC-
funded EFTS in the broad field of natural and physical sciences, and a significant minority 
of EFTS in the broad fields of agriculture, health, and society and culture. 

12. Table One indicates that, in 2014, relative operating costs and relative SAC funding was 
broadly in line in most fields of study. For example, the field of society and culture had 
average operating costs per EFTS 1.2 times higher than management and commerce. 
SAC funding per SAC EFTS in this field of study was also 1.2 times higher than 
management and commerce. 
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Table One: University sector operating costs per EFTS and SAC funding per SAC EFTS, relative to 
management and commerce, by NZSCED field of study (2014) 

13. Table One shows relative SAC under-funding in the broad fields of natural and physical 
sciences, and health. In 2014: 

 natural and physical sciences had average costs per EFTS 2.0 times that of 
management and commerce and received average SAC funding per SAC EFTS 
1.7 times higher than management and commerce 

 health had average operating costs per EFTS 3.8 times that of management and 
commerce, and received average SAC funding per SAC EFTS 3.3 times higher 
than management and commerce.  

14. There was some evidence of relative SAC over-funding in the broad fields of engineering, 
and architecture and building. However, these results exclude capital costs, and earlier 
analysis has shown that capital costs are relatively high in these two broad fields of study 
[see METIS 892216]. We adjust these results to account for estimated capital costs later 
in this report. 

Variation in relative SAC under- or over-funding within the same broad field of study  

15. In view of the wide range of delivery within each broad field of study, we undertook 
additional analysis of operating cost and SAC funding relativities by type of teaching unit 
in the fields of natural and physical sciences, health, and society and culture.  

In the broad field of natural and physical sciences, relative under-funding was concentrated 
in teaching units specialising in laboratory-based sciences 

16. Figure Two compares average operating cost and SAC funding relativities for laboratory-
based sciences and mathematics teaching units in the broad field of natural and physical 
sciences. This shows that average operating cost and SAC funding relativities were 
broadly aligned in teaching units specialising in mathematics. However, there was 
evidence of relative SAC under-funding in teaching units specialising in laboratory-based 
sciences: 

 Average operating cost per EFTS for teaching units specialising in laboratory 
based sciences was 2.2 times that of management and commerce. Average SAC 
funding per SAC EFTS for these teaching units was 1.9 times that of 
management and commerce.  

 

Operating 
cost 

relativity SAC funding relativity 

 Field of Study Average Average 1st 2nd 3rd 4th 5th 
Sciences 2.0  1.7  1.7 (V2) 1.0 (A2) 2.3 (V4)    

IT 1.3  1.5  1.5 (B2) 2.0 B4) 1.9 (B3) 2.0 (N2)   

Engineering 1.7  2.1  2.0(N2) 2.6 (N4) 2.5 (N3)    

Arch & build 1.2  1.8  1.8 (C2) 1.5 (B2) 2.2 (C3) 2.4 (C4)   

Agriculture 1.9 1.8 1.6 (L1) 2.1 (M2) 1.7 (V2) 2.8 (M4) 0.9 (J1) 

Health 3.8  3.3  6.6 (U2) 1.9 (B3) 1.7 (V2) 5.6 (T2) 1.6 (L2) 

Education 1.4  1.4  1.4 (I2) 1.0 (A2) 1.7 (I3) 1.2 (A3)   

Man & com 1.0  1.0  1.0 (J2) 1.2 (J3) 

 

   

Soc & culture 1.2  1.2  1.0 (A2) 1.0 (J2) 1.7 (V2)    

Creative arts 1.3  1.4  1.5 (B2) 1.0 (A2) 2.0 (B4)    
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Figure Two: Natural and physical sciences teaching units: average operating costs and SAC funding, 
relative to management and commerce (2014) 

 

17. Table Two shows SAC funding relativities, compared to management and commerce, for 
up to three of the most common SAC funding categories in science and mathematics 
teaching units. 

Table Two: Natural and physical sciences teaching units: average operating costs and SAC funding, 
relative to management and commerce (2014) 

 

Operating 
cost 

relativity 
SAC funding rate relativity 

  Average Average 1 2 3 
Maths 1.1 1.0 1.0 (A2)      
Science 2.2 1.9 1.7 (V2) 2.3 (V4) 2.2 (V3) 

In the broad field of health, relative under-funding was concentrated in teaching units 
specialising in medicine, pharmacy, physiotherapy and optometry 

18. Figure Three compares average operating cost and SAC funding relativities for different 
types of teaching unit in the broad field of health.  

19. Different types of teaching unit were identified based on name and the EFTS mix 
delivered by SAC funding category.2 For example, the majority of EFTS delivered in the 
optometry teaching unit were in SAC funding category M2 (which includes the funding 
classification for degree-level optometry).  

20. Table Three shows 2014 SAC funding relativities, compared to management and 
commerce for up to four SAC funding categories, across different types of teaching unit in 
the broad field of health.  

21. Figure Three and Table Three show that average operating cost and SAC funding 
relativities were broadly in line in teaching units specialising in nursing, health sciences, 
health-related professions, and veterinary science.  

22. Figure Three and Table Three also show that, relative SAC funding per SAC EFTS for 
the single dentistry teaching unit was high, compared to relative operating cost per EFTS. 

                                                 
2
 This sub-field analysis excludes three health teaching units. One of these teaching units was entirely funded 

through SAC funding category A (arts, social sciences, general); another had less than half their EFTS in any 
given SAC funding category; and the third was primarily funded through SAC funding category V (science). 
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Figure Three: Health teaching units: Average operating costs and SAC funding, relative to 
management and commerce (2014) 

 

Table Three: Health teaching units: Average operating costs and SAC funding, relative to 
management and commerce (2014) 

23. There was evidence of relative SAC under-funding in teaching units specialising in 
medicine, pharmacy, physiotherapy and optometry: 

 Average operating cost per EFTS for teaching units specialising in medicine was 
5.5 times that of management and commerce. Average SAC funding per SAC 
EFTS for medicine teaching units was 4.6 times that of management and 
commerce. 

 Average operating cost per EFTS for pharmacy teaching units was 2.4 times that 
of management and commerce. Average SAC funding per SAC EFTS for 
pharmacy teaching units was 2.0 times that of management and commerce. 

 Average operating cost per EFTS for the single physiotherapy teaching unit was 
1.8 times that of management. Average SAC funding per SAC EFTS for this 
teaching unit was 1.5 times that of management and commerce. 

 Average operating cost per EFTS for the single optometry teaching unit was 2.4 
times that of management. Average SAC funding per SAC EFTS for this teaching 
unit was 2.1 times that of management and commerce. 
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Operating 
cost 

relativity 
SAC funding rate relativities 

Average Average 1 2 3 4 
Dentistry 4.8 5.2 8.1 (R2) 2.1 (M2) 4.1 (G4) 1.8 (C2) 
Medicine 5.5 4.6 6.6 (U2) 5.6 (T2) 1.7 (V2) 1.9 (B3) 
Pharmacy 2.4 2.0 2.0 (N2) 2.4 (C4) 2.2 (C3) 

 Physiotherapy 1.8 1.5 1.5 (B2) 2.0 (B4) 1.9 (B3) 
 Nursing 1.5 1.7 1.6 (L2) 1.9 (B3) 

  Optometry  2.4 2.1 2.1 (M2) 2.8 (M4) 
  Health sciences, midwifery, 

 medical lab science, audiology 2.1 1.9 1.8 (C2) 2.2 (C3) 
  Health-related professions 2.1 1.9 1.9 (B3) 1.6 (L2) 
  Veterinary science 3.8 3.7 4.3 (Q2) 3.3 (G2) 1.7 (V2) 
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In the broad field of society and culture, languages teaching units had slightly higher relative 
delivery costs, and slightly slower relative SAC funding, than non-languages teaching units 

24. Average SAC funding relativities were in line with average delivery cost relativities in the 
broad field of society and culture. However, this result masks some variation across 
different types of teaching units.  

25. Figure Four and Table Four show that teaching units with languages in their title had 
slightly higher relative delivery costs and lower relative SAC funding, than non-languages 
teaching units in the broad field of society and culture. 

26. Average cost per EFTS in languages teaching units was 1.3 times that of management 
and commerce, compared to average SAC funding per SAC EFTS of 1.0 times that of 
management and commerce. This result was offset by slight relative over-funding in non-
languages teaching units. 

Figure Four: Society and culture teaching units: Average operating costs and SAC funding, relative to 
management and commerce (2014) 

 

Table Four: Society and culture teaching units: Average operating costs and SAC funding, relative to 
management and commerce (2014) 

 

Operating 
cost 

relativity SAC funding rate- relativities 

Average Average 1 2 3 

Languages 1.3 1.0 1.0 (A2) 0.9 (A1)   
Non-languages 1.1 1.2 1.0 (A2) 1.0 (J2) 1.7 (V2) 

Variation in operating costs within broad fields of study, by qualification level  

27. We also examined teaching unit data to explore the relationship, if any, between 
qualification level of study and operating cost per EFTS within broad fields of study.  

Agriculture at degree-level and above had significantly higher operating costs per EFTS than 
sub-degree level delivery 

28. The 2014 NZBT dataset included two teaching units from two universities in the broad 
field of agriculture which delivered a total of 619 EFTS. The teaching units had very 
different delivery costs and associated SAC funding rates. This reflects very different 
programmes of study:  
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 Teaching Unit A in university A delivered 93% of EFTS at qualification level 1-3 
(sub-degree certificates). 

 Teaching Unit B in university B delivered 98% of EFTS at bachelors level or 
above. 

29. Given these differences in cost structure and delivery mix – and the fact that agriculture 
EFTS attract quite different tuition subsidy rates according to qualification level – we 
analysed relative operating costs and relative SAC funding rates by individual teaching 
unit in this broad field of study. These results may, however, be unstable, as relativities 
can fluctuate quickly in small teaching units based on changes to courses, staffing or 
student demand. 

30. Table Five shows evidence of relative SAC under-funding for agriculture delivery at 
degree-level and above – but not for sub-degree level delivery. 

 Average operating cost per EFTS for the teaching unit delivering sub-degree 
certificates in agriculture was 1.3 times that of management. Average SAC 
funding per SAC EFTS for this teaching unit was 1.5 times that of management 
and commerce. 

 Average operating cost per EFTS for the teaching unit delivering degree-level and 
above agriculture was 2.8 times that of management and commerce. Average 
SAC funding per SAC EFTS for this teaching unit was 2.1 times that of 
management and commerce. 

Table Five: Agriculture teaching units: Average operating costs and SAC funding, relative to 
management and commerce (2014) 

 

Operating 
cost 

relativity SAC funding rate- relativities 

Average Average 1 2 3 

Sub-degree agriculture  
(Teaching Unit A)  1.3 1.5 1.6 (L1) 0.9 (J1)   

Degree level and above agriculture 
(Teaching Unit B) 2.8 2.1 2.1 (M2) 1.7 (V2) 2.8 (M4) 

31. The much higher delivery costs per EFTS in Teaching Unit B may, in part, reflect the high 
proportion of postgraduate delivery in this teaching unit; in 2014, 29% of all EFTS in 
Teaching Unit B were delivered at masters or doctorate level. 

Postgraduate delivery had significantly higher operating costs per EFTS than undergraduate 
delivery in a number of broad fields of study 

32. As shown by Figure Five, we found a strong relationship between average operating cost 
per EFTS and the percentage of EFTS delivered at masters and doctorate level in the 
broad field of natural and physical sciences. That is, average cost per EFTS rose in 
science teaching units in line with increases in the percentage of postgraduate EFTS 
delivered. 
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Figure Five: Natural and physical sciences: average operating cost per EFTS, versus percentage 
EFTS at postgraduate level, by type of teaching unit (2014) 

 

33. We also found a moderate relationship between qualification level of study and average 
cost per EFTS in the fields of management and commerce, society and culture, and 
creative arts. This indicated that postgraduate provision was more costly to deliver than 
undergraduate provision in these fields of study. We did not identify a clear relationship 
between delivery costs and qualification level of study in information technology, health, 
or engineering. 

2014 results compared to 2012 results across broad fields of study 

34. Table Six compares the 2014 results for the university sector with the 2012 results. 
Operating cost and SAC funding relativities remained generally aligned across most 
broad fields of study. The 2014 finding of relative SAC under-funding in the broad fields 
of natural and physical sciences, and health, and relative SAC over-funding in 
architecture and building was consistent with the 2012 results.  

35. There were some changes in the results for 2012 and 2014. In the broad field of health, 
operating costs per EFTS and SAC funding per SAC EFTS both increased relative to 
management and commerce. These shifts are likely to reflect: a) increases in the number 
of funded places for dentistry and first-year medical students since 2012; and b) the 
inclusion of a veterinary science teaching unit in the 2014 NZBT dataset. 

36. In contrast to the 2012 results, the broad field of agriculture did not appear under-funded 
in 2014. However, the 2014 teaching unit analysis did show relative SAC under-funding 
at degree-level and above. These agriculture results may be explained by changes to 
delivery mix, cost structures, and the sample of teaching units in the 2012 and 2014 
NZBT datasets. In particular: 

 While both the 2012 and 2014 NZBT datasets included just two agriculture 
teaching units, the 2014 dataset included significantly fewer EFTS at degree-level 
and above. This change lowered 2014 average operating cost and SAC funding 
relativities for the broad field of agriculture. 

 The mix of delivery in the one sub-degree agriculture teaching unit included in 
both datasets changed between 2012 and 2014 to deliver more certificate level, 
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and less diploma level EFTS. This change was associated with a significant 
reduction in average operating cost per EFTS in this sub-degree teaching unit. 

 The new agriculture teaching unit which specialised in delivery at degree-level 
and above was smaller than the one it replaced. However, cost structures for this 
teaching unit in 2014 were broadly similar to those for the larger agriculture 
teaching unit included in the 2012 dataset. 

37. For further details of changes in the NZBT sample of agriculture EFTS between 2012 and 
2014, see Appendix Three. 

Table Six: 2012 and 2014 operating costs per EFTS and SAC funding per SAC EFTS, relative to 
management and commerce 

 

2012 2014 

Operating 
cost relativity 

SAC funding 
relativity 

Operating 
cost relativity 

SAC funding 
relativity 

Natural and physical science 2.1 1.7 2.0  1.7  

 Maths 1.3 1.0 1.1 1.0 
 Laboratory-based sciences 2.3 1.9 2.2 1.9 
IT 1.5 1.5 1.3  1.5  

Engineering 1.8 1.8 1.7  2.1  

Arch & build 1.3 1.9 1.2  1.8  

Agriculture 2.5 2.0 1.9 1.8 

 Sub-degree agriculture 2.1 1.7 1.3 1.5 

 Degree level and above agriculture 2.6 2.1 2.8 2.1 

Health 3.1 2.7 3.8  3.3  

 Dentistry and dental therapy 4.8 5.0 4.8 5.2 
 Medicine 5.4 4.6 5.5 4.6 
 Pharmacy 2.4 2.0 2.4 2.0 
 Physiotherapy 2.3 1.6 1.8 1.5 
 Nursing3 2.8 2.2 1.5 1.7 
 Optometry  2.5 2.0 2.4 2.1 
 Health sciences, midwifery, 

medical lab science, audiology 2.5 2.0 2.1 1.9 
 Health-related professions 1.6 1.6 2.1 1.9 

 Veterinary science - - 3.8 3.7 
Education 1.3 1.4 1.4  1.4  

Man & com 1.0 1.0 1.0  1.0  

Soc & culture 1.2 1.1 1.2  1.2  

 Language 1.3 1.1 1.3 1.0 

 Non-languages 1.2 1.1 1.1 1.2 
Creative arts 1.5 1.3 1.3  1.4  

38. Relative SAC funding per SAC EFTS across broad fields of study was quite stable 
between 2012 and 2014. However, in the broad field of engineering, average SAC 
funding per SAC EFTS increased, relative to management and commerce. This change 

                                                 
3
 The 2012 result for nursing consisted of two teaching units with a high proportion of SAC EFTS in funding 

category L, which in 2012 included the funding classifications for both nursing and science EFTS. By 2014, the 
science funding classification shifted to SAC funding category V, which made it possible to distinguish between 
health teaching units with a high proportion of science versus nursing EFTS. The 2014 result for nursing was 
based on a single teaching unit with the majority of EFTS funded in SAC funding category L.  
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is likely to reflect the impact of Budget 2012 and 2013 decisions to increase tuition 
subsidy rates for priority engineering. 

39. The 2014 findings of relative SAC under-funding in the narrow fields of laboratory-based 
sciences, medicine, pharmacy, physiotherapy and optometry were consistent with the 
2012 results – although the extent of relative under-funding varied in some cases. In 
addition, health sciences and nursing were not relatively SAC under-funded in the 2014 
NZBT dataset.  

40. Year-by-year variation in operating cost relativities at teaching unit level may be due to 
minor changes in staffing, the nature and breadth of courses offered, delivery models, 
and/or the number and composition of EFTS in single teaching units. As we have 
indicated earlier, at an institutional level, changes in relativities, especially in small 
teaching units, can also occur quickly, simply due to changes in student demand. 

Impact of capital costs on 2014 results across broad fields of study 

41. Table Seven shows how estimated capital expenditure, relative to management and 
commerce, impacts on the 2014 results across broad fields of study. This builds on the 
analysis of 2012 capital cost relativities undertaken with university sector representatives 
in 2014 [METIS 892216 refers]. It assumes that capital costs relative to management and 
commerce have not changed significantly across broad fields of study since 2012.  

Table Seven: Estimated impact of capital expenditure on 2014 delivery costs across broad fields of 
study, relative to management and commerce 

 

Capital cost 

relativity  

Operating cost 

relativity 

Total cost 

relativity 

SAC funding 

relativity 

Natural and physical sciences 2.4 2.0 2.0 1.7  

IT 1.4 1.3 1.3 1.5  

Engineering 2.4 1.7 1.8 2.1  

Architecture & building 2.0 1.2 1.3 1.8  

Agriculture, environmental & related studies 1.7 1.9 1.9 1.8 

Health 3.5 3.8 3.7 3.3  

Education 1.2 1.4 1.4 1.4  

Management & commerce 1.0 1.0 1.0 1.0  

Society and Culture 1.1 1.2 1.1 1.2  

Creative Arts 1.3 1.3 1.3 1.4  

42. As shown by Table Seven, estimated capital costs, relative to management and 
commerce, varied significantly across broad fields of study. Capital costs were high, 
relative to operating costs, in the broad fields of natural and physical sciences, 
engineering, and architecture and building. Capital costs were low relative to operating 
costs, in the broad fields of agriculture, health, and society and culture.  

43. Overall, taking capital costs into account had only a small impact on the total cost 
relativity for each broad field of study. This reflects the fact that capital costs make up a 
relatively small proportion of TEI expenditure. Our 2012 analysis found that depreciation 
accounted for around 10.5% of total expenditure in the university sector.  

44. Once the initial results were updated to take capital costs into account, we found that: 

 Total delivery cost relativities and SAC funding relativities remained aligned in the 
fields of IT, agriculture, education, society and culture, and creative arts. 
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 The broad field of natural and physical sciences remained relatively SAC under-
funded. 

 The level of relative SAC under-funding decreased in the broad field of health. 

 The extent of potential SAC over-funding decreased in the broad fields of 
engineering, and architecture and building. 

45. Detailed comparative data is not available to assess capital cost relativities by narrow 
sub-field or type of teaching unit. However, within the broad field of heath, the two 
universities that deliver dentistry and veterinary science respectively report that capital 
equipment and building costs for these two teaching units are particularly high. The 
exclusion of capital costs means the NZBT results under-state relative delivery costs in 
these two narrow fields of study.  

46. Massey University has stated that the capital costs associated with delivering veterinary 
science are at least as significant as they are for dentistry, given the need for specialist 
teaching facilities as well as farms and a veterinary hospital. Massey also reports that 
veterinary science incurs high overhead costs, relative to management and commerce, 
which are not included in this analysis. Relatively high capital costs and overhead costs 
for veterinary science are driven by: 

 building and equipment costs associated with running a fit for purpose facility, 
including the veterinary hospital.  This in turn is reflected in the depreciation costs, 
of which veterinary sciences is projected to be 2.6% of the total university 
depreciation in 2020.   

 programme-specific capital requirements (such as animal and livestock holdings, 
and particular clinical equipment)  

 high ‘overheads’ such as heat, light and power associated with running specialist 
equipment and facilities for large animal science and veterinary science 24 hours 
a day. 

47. In Massey University’s view, the inclusion of these additional costs would reflect 
significant relative under-funding for veterinary science.  

Feedback from universities   

48. We provided all the universities with an opportunity in December 2015 to review a draft of 
this report (which did not yet include data from Lincoln University). We received 
substantive feedback from three universities, which we have reflected in the main body of 
this report.  

49. The University of Otago indicated that it was generally supportive of the findings and their 
presentation, noting that the findings are broadly consistent with the conclusions reached 
in the previous NZBT analysis.  

50. Massey University and the University of Auckland each raised specific concerns about 
the NZBT data produced by Tribal (the NZBT agent), and underlying methodology used 
to produce this analysis. 
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Massey University 

51. Massey University reinforced the limitations of the NZBT dataset and this methodology 
for informing funding decisions. In particular: 

The methodology identifies relative imbalances in delivery costs across broad fields 
of study, rather than the optimal costs of delivery. The results reflect existing delivery 
costs rather than the effectiveness or efficiency of delivery. 
The methodology does not take into account the fiscal environment of individual 
universities, differences in capital, or the impact of financial choices such as deferred 
maintenance.  
A number of Massey University teaching units are not included in the NZBT results, 
as they do not meet the threshold of 75% of EFTS within a broad NZSCED field of 
study.  
The Chief Financial Officers chosen by UNZ to participate in the earlier capital cost 
exercise did not include a representative from Massey University. As a result, this 
exercise did not consider veterinary sciences’ high cost of capital. In Massey’s view, 
the inclusion of higher overhead and capital costs for the veterinary sciences 
programme would reflect significant relative underfunding for veterinary science.  

The University of Auckland 

52. The University of Auckland requested that we include the following comment: 
The Tribal methodology provides a methodology that allows the direct costs of 
teaching to be represented across institutions. Where teaching and research 
resources are held at faculty or institutional level, drivers are used to allocate the 
costs of these resources to teaching units.  The University of Auckland has concerns 
about the validity of the drivers used in the Tribal model.   
In some cases, teaching units within a faculty will make significantly different use of 
those resources that are not reflected in measures like FTEs and EFTS that are 
typically used in allocation driver formulae.  For instance, within a science faculty, the 
use of technicians by a mathematics teaching unit will differ from the use by a 
chemistry teaching unit with the same number of EFTS or FTE.   
The University of Auckland believes this factor has influenced the relativities between 
fields of study in the 2014 data.  They are also concerned that this issue will be 
exacerbated in their 2015 data because they have moved to hold some direct 
resources institutionally, rather than by faculty. The University intends to raise this 
matter with Tribal at the point of the next data collection. 
The University of Auckland agree that each field of study has its own capital needs 
profile. That means the results also under-state the relative costs of delivery in any 
fields of study which have high capital costs, relative to operating costs. 

Commentary 

53. As we have previously advised, the Ministry agrees with Massey University and the 
University of Auckland that the treatment of capital costs as ‘overheads’ within the current 
NZBT is a significant limitation of the tool and its use in the analysis of relative delivery 
costs across fields and levels of study. For this reason, we have supplemented the NZBT 
results in this report with the findings of the capital cost exercise undertaken with 
university sector representatives in 2014. 
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54. Tribal has responded to the feedback from the University of Auckland about the validity of 
the underlying methodology. In particular, Tribal has indicated that: 

The results for individual teaching units do include any staff that have been 
centralised to faculty relating to teaching and research support (e.g. Group 
Administrators, Group Coordinators, Group Managers and Technicians).  
If these support costs are not allocated by a university to teaching units, but to the 
faculty (or institution level) then Tribal discusses this with the university and agrees a 
way with them to allocate the costs as accurately, and practically as possible to the 
relevant teaching unit.  
Rather than use a name by name approach to allocate these staff to teaching units, it 
was agreed during Tribal’s on-site visit at the University of Auckland that the most 
practical allocation would be to use the proportion of EFTS across the teaching units 
in that specific Faculty. The University of Auckland did not suggest an alternative 
approach at this time. 
Tribal will work with the University of Auckland to either confirm or modify the process 
for allocating teaching and research resources held at faculty or institution to teaching 
units during the 2015 data collection. 

55. Tribal also reviewed the allocation of technical support costs across the other seven 
universities and has advised that very few of these costs were allocated using EFTS. 
Instead, these costs have been allocated to the teaching unit level by the university and 
verified during the on-site visit. There are a few cases across the other seven universities 
where some technical support, charged to the faculty level, has been allocated to 
department using EFTS, but this involves very small dollar amounts. 

56. Finally, Lincoln University did not finalise their data collection and quality assurance with 
Tribal until 23 December. For this reason, we were unable to include data from Lincoln 
University in the draft report we sent to all Vice-Chancellors for their review in early 
December. With your agreement, we will circulate this briefing to the Vice-Chancellors, 
for their information. Lincoln University has indicated that they would like to provide 
feedback on the final report, which we will submit to you once we receive it. 

Next steps 

57. We will provide you with our analysis of the full NZBT TEI dataset and update our 
estimates of relative SAC under- or over-funding to take into account recent Budget 
decisions in early February. We will also provide you with advice in February on possible 
options for tuition subsidy increases for consideration in Budget 2016. 
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Appendix One: Overview of the dataset used to inform this analysis  

The NZBT dataset provides broad coverage of university sector delivery 

Table One provides a high-level summary of the 2014 data collected from the eight 
universities through the NZBT 

Table One: Summary 2014 university sector delivery cost and funding data, by NZSCED field of study 

Table Two (overleaf) outlines the distribution of EFTS in the 2014 NZBT sample by broad 
fields of study and SAC funding category, compared to the distribution of all  SAC EFTS 
delivered by the university sector in 2014.  

Overall, we consider the 2014 NZBT sample to be broadly representative of delivery in the 
university sector in these ten fields of study. However, results in the broad field of agriculture 
are based on cost structures in just two teaching units with a total of 619 EFTS.  

Compared to delivery in the university sector as a whole, the NZBT dataset over-represents 
EFTS in sub-degree agriculture (SAC funding category L1) and an under-represents degree-
level agricultural science (SAC funding category M2 and V2). This means that the results for 
this field of study may be less reliable or representative of university sector delivery than 
results for other fields of study. See Appendix Three for further discussion of the 2014 
agriculture sample. 
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SUMMARY- Totals 

Total Income  
($'000s) $301,123 $81,313 $168,933 $46,473 $9,346 $308,822 $144,821 $266,372 $399,187 $96,830 

Total Costs  
($'000s) $151,069 $32,057 $65,581 $14,319 $3,032 $177,380 $76,091 $99,735 $175,402 $44,797 

SAC EFTS      12,760  3,696 6,059 2,080 464 7,714 9,477 14,225 25,222 5,850 

Total EFTS      14,185  4,544 7,184 2,276 619 8,613 9,789 18,306 27,871 6,202 

SUMMARY - per EFTS 

Income per 
EFTS $21,228 $17,897 $23,517 $20,421 $15,111 $35,857 $14,795 $14,551 $14,323 $15,612 

Costs per EFTS $10,650 $7,056 $9,129 $6,292 $10,209 $20,595 $7,773 $5,448 $6,293 $7,223 

SAC FUNDING 

SAC Income 
($'000s) $141,330 $36,061 $79,990 $24,353 $5,294 $160,865 $82,164 $91,210 $186,427 $51,445 

SAC Income 
per SAC EFTS $11,076 $9,757 $13,203 $11,710 $11,416 $20,852 $8,670 $6,412 $7,391 $8,795 
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Table Two: Distribution of EFTS in 2014 NZBT university dataset compared to SAC EFTS delivered by universities in 2014 

  Sciences IT Engineering Arch & Build Agriculture Health Education Man & Com  Soc & Cult Creative Arts 

SAC 
Category NZBT Uni NZBT Uni NZBT Uni NZBT Uni NZBT Uni 

NZBT Uni NZBT Uni NZBT  Uni NZBT  Uni NZBT  Uni 
A1 0% 1% 2% 0% 0% 0% 0% 0% 0% 0% 0% 0% 1% 0% 0% 0% 1% 1% 1% 1% 

A2 20% 18% 4% 1% 0% 0% 0% 0% 1% 2% 2% 3% 13% 12% 0% 1% 44% 45% 23% 28% 

A3 1% 1% 2% 0% 0% 0% 0% 0% 0% 1% 0% 0% 8% 9% 0% 0% 4% 4% 1% 2% 

A4 1% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 4% 5% 0% 0% 3% 3% 1% 2% 

B2 1% 1% 71% 74% 0% 1% 19% 17% 0% 0% 4% 16% 0% 0% 0% 0% 0% 1% 63% 54% 

B3 0% 0% 6% 5% 0% 0% 1% 0% 0% 0% 13% 8% 0% 1% 0% 0% 0% 0% 2% 3% 

B4 0% 0% 6% 6% 0% 0% 1% 0% 0% 0% 1% 1% 0% 0% 0% 0% 0% 0% 5% 5% 

C1 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

C2 3% 5% 1% 0% 4% 5% 56% 58% 2% 0% 5% 7% 2% 1% 0% 0% 1% 1% 2% 1% 

C3 1% 0% 0% 0% 0% 1% 11% 12% 0% 1% 5% 5% 0% 0% 0% 0% 0% 0% 0% 0% 

C4 0% 0% 0% 0% 0% 1% 11% 10% 0% 1% 5% 5% 0% 0% 0% 0% 0% 0% 0% 0% 

G3 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 2% 1% 0% 0% 0% 0% 0% 0% 0% 0% 

G4 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 2% 1% 0% 0% 0% 0% 0% 0% 0% 0% 

H2 0% 0% 0% 0% 0% 0% 0% 0% 0% 2% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

I2 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 58% 58% 0% 0% 0% 0% 0% 0% 

I3 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 10% 12% 0% 0% 0% 0% 0% 0% 

J1 0% 0% 0% 1% 0% 0% 0% 0% 5% 1% 0% 0% 0% 0% 1% 1% 0% 0% 0% 0% 

J2 1% 0% 0% 7% 2% 1% 0% 0% 1% 1% 0% 0% 0% 0% 85% 83% 26% 24% 1% 5% 

J3 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 10% 10% 1% 1% 0% 0% 

J4 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 3% 3% 1% 1% 0% 0% 

L1 0% 0% 0% 0% 0% 1% 0% 0% 52% 25% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

L2 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 7% 10% 0% 0% 0% 0% 0% 0% 0% 0% 

M2 1% 2% 0% 0% 2% 2% 0% 2% 18% 28% 4% 3% 0% 0% 0% 0% 0% 0% 0% 0% 

M3 0% 0% 0% 0% 0% 0% 0% 0% 2% 4% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

M4 0% 0% 0% 0% 0% 0% 0% 0% 6% 6% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

N2 1% 1% 5% 4% 67% 64% 0% 0% 0% 0% 6% 4% 0% 0% 0% 0% 0% 0% 0% 0% 

N3 0% 0% 1% 0% 11% 10% 0% 0% 0% 0% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

N4 0% 0% 0% 0% 12% 11% 0% 0% 1% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

N5 0% 0% 0% 0% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

Q2 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 3% 2% 0% 0% 0% 0% 0% 0% 0% 0% 

R2 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 3% 2% 0% 0% 0% 0% 0% 0% 0% 0% 

T2 2% 0% 0% 0% 0% 0% 0% 0% 0% 0% 8% 7% 0% 0% 0% 0% 0% 0% 0% 0% 

U2 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 15% 10% 0% 0% 0% 0% 0% 0% 0% 0% 

V1 0% 2% 1% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 

V2 51% 50% 0% 0% 1% 2% 0% 0% 10% 20% 9% 9% 0% 0% 0% 0% 14% 13% 0% 0% 

V3 4% 4% 0% 0% 0% 0% 0% 0% 1% 5% 0% 1% 1% 1% 0% 0% 2% 2% 0% 0% 

V4 11% 11% 0% 0% 0% 0% 0% 0% 2% 2% 1% 1% 0% 0% 0% 0% 2% 2% 0% 0% 

TOTAL 100% 100%  100% 100%  100% 100%  100% 100%  100% 100%  100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

* NB excludes SAC funding categories with less than 1% of EFTS in a broad field of study. 
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Appendix Two: Strengths and limitations of the analysis 

The main strength of this analysis is the consistent methodology that Tribal uses to collect 
and classify financial data from all tertiary education institutions (TEIs) which makes it 
possible to compare direct delivery costs and funding across different institutions and 
different areas of delivery. 

As outlined in previous reports, there are some limitations of the analysis. In particular: 

 Capital costs and ‘indirect’ operating costs associated with services such as student 
services and libraries are treated as ‘overheads’. This means that the results under-state 
the total costs of delivery in each field of study.  

 Each field of study will have its own capital needs profile. This means the results will also 
under-state the relative costs of delivery in any fields of study which have high capital 
costs, relative to operating costs. 

 The NZBT also reflects current practices within TEIs – which are developed and refined 
by institutions taking account of funding rates – and does not identify ‘ideal’ cost 
structures for particular types of provision. 

 NZSCED fields of study do not align neatly with SAC funding categories. This makes 
linking relative under- or over-funding back to specific SAC funding categories inexact.  

 The analysis is based on teaching unit data. The NZBT is unable to provide fine-grained 
information about income and delivery costs for particular courses or qualifications.  

The Ministry recognises these limitations. However, as we have previously advised, the tool 
provides valuable comparative information about income and operating cost relativities 
which is not available from any other source.  

Finally, for the two universities (Auckland and AUT) that delivered unfunded EFTS in 2014,4 
the NZBT dataset over-estimates actual SAC revenue across all broad fields of study. This 
over-delivery does not, however, affect the conclusions in this report regarding relative 
operating costs and relative SAC funding across broad fields of study. 

This is because the TEC identifies over- or under-funding to TEIs based on the average 
value of EFTS agreed and delivered, rather than EFTS numbers. For TEIs that over-deliver 
and offer programmes across multiple SAC funding categories, the Ministry has no reliable 
way to link funded and unfunded EFTS to specific EFTS funding categories.  

Treatment of capital costs 

To address earlier concerns about the exclusion of capital costs from our analysis of 2012 
NZBT data, the Ministry worked with university sector representatives in 2014 to complete 
some additional analysis of capital costs across broad fields of study in the university sector 
[METIS 892216 refers].  

We found that including capital costs did not have a significant impact on the overall 
conclusions of the NZBT analysis – although in some cases, it reduced the extent of 
potential relative under- or over-funding identified in the initial analysis. The final section of 
this report adjusts the results of the 2014 NZBT analysis to take into account estimated 
capital costs in each of the broad fields of study. 

                                                 
4
 The value of EFTS delivered by the University of Auckland and AUT was approximately 2% higher than their 

actual funding allocation in 2014. 
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Appendix Three: 2014 Results for the broad field agriculture 

Sample size issues 

The original 2014 NZBT university dataset included just one teaching unit with 75% or more 
EFTS in the broad field of agriculture. On further investigation, another university had a 
single agriculture teaching unit with 73.7% of EFTS in the agriculture field of study. We 
chose to ‘flex’ our threshold to include the results for both teaching units.  

These two universities each had another teaching unit which delivered a number of EFTS in 
the broad field of agriculture. However, results for these two additional teaching units were 
not included in the analysis, as significantly fewer than 75% of EFTS delivered were in the 
NZSCED field of agriculture:  

 41% of EFTS in the first of these teaching units were delivered in the NZSCED field of 
agriculture 

 69% of EFTS in the second teaching unit were delivered in the NZSCED field of 
agriculture.  

In both cases, the majority of the remaining EFTS were delivered in the NZSCED field of 
natural and physical sciences. 

This means that the 2014 agriculture results were based on just 619 EFTS, so may be less 
reliable than the results for other fields of study.  

Changes in delivery mix and the composition of agriculture teaching units 

Differences between 2012 and 2014 results in this broad field of study may be explained by: 

 changes in the sample of agriculture teaching units included in the NZBT dataset 

 changes in the delivery mix of one agriculture teaching unit. 

The 2012 agriculture results were based on two teaching units at the same university. In 
2014, changes in the mix of delivery at one teaching unit meant that only one of the original 
teaching units was included in the 2014 dataset. 

The composition of sub-degree EFTS delivered in the one remaining agriculture teaching 
unit also changed. In 2012, 78% of EFTS delivered were at certificate level 1-3, with the 
remaining 22% of EFTS at certificate and diploma levels 4-6. In 2014, 93% of EFTS 
delivered in this teaching unit were at certificate level 1-3, with just 7% at certificate and 
diploma levels 4-6.  

The 2014 agriculture results included one teaching unit each from two universities. A second 
university worked with Tribal to disaggregate teaching unit data from a large school which 
enabled us to include an additional agriculture teaching unit and another science teaching 
unit in the 2014 NZBT dataset.  

The new agriculture teaching unit in the 2014 NZBT dataset had fewer EFTS, but a higher 
qualification delivery mix from the one it replaced. In 2012, 29% of EFTS in the second 
teaching unit were delivered at sub-degree level; compared with just 2% of EFTS in the new 
2014 teaching unit.  
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Appendix Four: 2014 SAC funding rates (excl GST) 

Cat Description 

1 

Sub-
degree 

2 

Undergrad 
degree 

3 

Post-grad 
taught 

4 

Post-grad 
research 
based 

5 

Foreign 
research-
based 
post-grad  

A Arts [#03], Social Sciences [#03], General [#5.2],  
Vocational Training for Industry [#22.1] 

$6,014 $6,135 $7,743 $8,189 $3,405 

B Architecture (non-degree) [#02], Computer Science 
[#06], Fine Arts,  
Design [#12], Music and Performing Arts [#16], 
Health-related Professions #17],  
Vocational Training for Industry [#22.1], Medical 
Imaging [#25],  
Occupational Therapy [#28], Physiotherapy [#29], 
Clinical Psychology [#34] 

$9,200 $9,384 $11,931 $12,827 $6,242 

C Architecture (degree) [#02], Engineering, Technology 
[#11],  
Health Sciences [#13], Vocational Training for 
Industry [#22.1],  
Midwifery [#27], Speech Language Therapy [#32],  
Medical Laboratory Science [#33], Audiology [#35] 

$11,060 $11,282 $14,339 $15,432 $7,455 

G Dentistry (postgraduate only) [#7],  
Medicine (postgraduate only) [#15],  
Veterinary Science [#23] 

 $21,035 $26,154 $26,154 $6,779 

H Specialist Large Animal Science [#39]  $17,602 $22,198 $23,292 $5,244 

I Teaching [#19, #20] $8,569 $8,741 $10,975 $11,420 $3,405 

J Business, Accountancy [#04], Law [#14],  
Vocational Training for Industry [#22.1] 

$6,014 $6,135 $7,743 $8,189 $3,405 

L Agriculture and Horticulture (non degree) [#01],  
Osteopathy, Acupuncture [#3.1],  
Vocational Training for Industry [#22.1], Nursing [#24] 

$10,338 $10,545 $13,294 $14,189 $6,954 

M Agriculture and Horticulture (degree) [#01],  
Pilot Training [#11.2], Optometry [#13.1],  
Dental Therapy [#17.3] 

$13,166 $13,430 $16,864 $17,958 $8,763 

N Priority Engineering [#11.1],  
Pharmacy [#31], Dietetics [#36] 

$12,272 $12,518 $15,747 $16,948 $8,187 

O Medical Radiation Therapy [#30]  $18,160    

P Trades 2 [#22],  
Vocational Training for Industry [#22.1] 

$9,938     

Q Veterinary Science (years 3–5) [#23.3]  $27,521    

R Dentistry  
(undergraduate excluding  
intermediate – years 2-5 ) [#07] 

 $51,690    

S Foreign-Going Nautical [#38] $18,301     

T Medicine undergraduate (years 2-3 ) [#15]  $36,139    

U Medicine undergraduate (years 4–6) [#37]  $42,622    
V Science [#18] $10,756 $10,972 $13,832 $14,763 $7,236 
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10 February 2016  

Tertiary Education Report: Analysis of 2014 tertiary education institution 
delivery cost and funding relativities 

Executive summary   

This analysis draws on 2014 New Zealand Benchmarking Tool (NZBT) data from all tertiary 
education institutions (TEIs) to compare direct operating cost and tuition subsidy relativities 
across broad fields of study. Significant mismatches between funding and delivery costs 
have the potential to distort the supply of tertiary education and undermine the quality of 
provision.  

We previously advised you of the 2014 Student Achievement Component (SAC) tuition 
subsidy relativities in each sector. We have now consolidated the analysis to give a whole 
system view and we have adjusted these relativities to include the impact of targeted 
increases announced in Budget 2014 and Budget 2015 (for degree-level and above science, 
agriculture and certain health sciences – pharmacy, physiotherapy and optometry). This has 
given us estimated 2016 SAC tuition subsidy relativities. 

Targeted tuition subsidy increases made in successive Budgets since 2012 have brought 
SAC tuition subsidy funding per equivalent full-time student (EFTS) into closer alignment with 
direct operating costs across most fields of study, relative to management and commerce.  

The TEI-level results mask some significant differences in results across sub-sectors. In part, 
this reflects differences in the nature or mix of delivery within a broad field of study. In 
addition, the NZBT data does not reflect the impact of capital costs. With these factors taken 
into consideration, we consider there is evidence of potential relative SAC under-funding of: 

 health (especially medicine and veterinary science) 

 education 

 agriculture at degree-level-and-above 

 languages teaching units in the university sub-sector 

 creative arts in the ITP and wānanga sub-sectors. 
 

Recommended actions  

We recommend that the Minister for Tertiary Education, Skills and Employment: 

a. note that this analysis of 2014 New Zealand Benchmarking Tool (NZBT) data from all 
tertiary education institutions (TEIs) includes adjustments for Budget 2014 and Budget 
2015 decisions 
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b. note that, once variation across sub-sectors and the impact of capital costs are taken into 
account, we consider there is evidence of potential relative under-funding in the broad 
and narrow fields of: 

(i) health (especially medicine and veterinary science) 

(ii) education 

(iii) agriculture at degree-level-and-above 

(iv) languages teaching units in the university sub-sector 

(v) creative arts in the ITP and wānanga sub-sectors. 

c. note that an accompanying report [METIS 979635] provides advice on potential options 
for targeted tuition subsidy rate increases to progress as part of your overall Budget 2016 
package for tertiary education. 

 
 
 
 
Roger Smyth 

Group Manager, Tertiary Education 
Ministry of Education   
     

 

NOTED / APPROVED 
  
 
 
 
Hon Steven Joyce 

Minister for Tertiary Education, Skills and Employment  
__ __/__ __/__ __ 
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Tertiary Education Report: Analysis of 2014 tertiary education institution 
delivery cost and funding relativities 

Purpose of report 

1. This report outlines our analysis of relative delivery costs and tuition subsidy funding 
across fields of study in tertiary education. It draws on 2014 New Zealand Benchmarking 
Tool (NZBT) data from all tertiary education institutions (TEIs).  

2. An accompanying report [METIS 979635] provides advice on potential targeted Student 
Achievement Component (SAC) tuition subsidy rate increases to progress in Budget 
2016 to bring SAC funding into closer alignment with delivery costs. 

Background  

3. The report identifies potential under- or over- funding at a national level based on 2014 
average operating cost and SAC funding relativities across all TEIs, drawn from NZBT 
data collected from all TEIs. It complements the more detailed results for each sub-sector 
[METIS 961830, 972728, and 972730 refer]. It also updates the 2014 SAC funding 
relativities for the impact of targeted SAC rate increases announced in the 2014 and 
2015 Budgets. 

4. Significant mismatches between relative SAC funding and relative delivery costs in a 
particular NZSCED field of study can indicate that SAC funding rates are too high or too 
low, in relative terms. Significant mismatches have the potential to undermine the quality 
of provision and/or skew mix of delivery. 

5. The approach and methodology for our analyses of the 2014 data is consistent with our 
analysis of 2012 data, and has been outlined (along with its strengths and weaknesses) 
in other reports [e.g. METIS 885922], as well as publicly.1  

Results: 2014 average delivery cost and SAC funding relativities across broad 
fields of study 

6. There is significant value in identifying relative SAC under- or over-funding at a national 
level by examining data across all TEIs. This approach mirrors the SAC funding system, 
which is neutral across provider types (i.e. providers get the same funding rates for the 
same level of provision). It also ensures that the results presented in this paper provide a 
system-wide view that takes into account the scale of delivery in different fields of study 
in different tertiary education sub-sectors.  

7. Figure One shows the headline results of our analysis of the 2014 TEI dataset: how 2014 
SAC tuition subsidy funding per EFTS compares to 2014 direct operating costs per EFTS 
for broad fields of study, relative to management and commerce (the broad NZSCED 
field of study with the lowest direct operating costs and SAC).  

                                                 
1 Ministry of Education. 2015. A Comparison of Delivery Costs and Tertiary Education Funding by Field of Study: 
Results and Methodology. Available from: http://www.educationcounts.govt.nz/publications/80898/a-comparison-
of-delivery-costs-and-tertiary-education-funding-by-field-of-study.  
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8. Figure One shows there was potential relative under-funding in the broad fields of 
science, health and education in 2014. For example, in the broad field of health: 

 direct delivery costs per EFTS were 2.9 times greater than those of management and 
commerce in 2014 

 SAC funding per SAC EFTS was 2.5 times greater than that of management and 
commerce in 2014. 

9. The results also identify potential relative over-funding of engineering and architecture 
and building – although these are fields of study with high capital costs that are not 
reflected in the NZBT delivery cost data. 

10. The 2014 results were broadly consistent with those of 2012, given the expected impact 
of Budget 2012 and Budget 2013 decisions (see Appendix One).  

Figure One: Delivery cost and SAC funding per EFTS, relative to management and commerce, by 
NZSCED field of study (2014) 

 

11. Table One shows the most common SAC funding categories in each of the fields of 
study, and how each SAC funding rate compares to the average cost of delivery (relative 
to management and commerce).  
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Table One: Delivery cost and SAC rates per EFTS, relative to management and commerce, by 
NZSCED field of study (2014) 

 

Cost 
relativity 

SAC funding rate relativity (SAC category) 

 
Average Average 1st 2nd 3rd 4th 5th 6th 

Sciences 2.2 1.8 1.7 (V2) 1.0 (A2) 2.3 (V4)       

IT 1.3 1.5 1.5 (B2) 1.5 (B1)         

Engineering 1.6 1.9 2.0 (N2) 1.6 (P1) 1.8 (C1) 2.7 (N4) 2.5 (N3) 2.0 (N1) 

Arch & build 1.3 1.7 1.8 (C2) 1.6 (P1) 1.5 (B1) 2.5 (C4) 2.3 (C3)   

Agriculture 1.4 1.6 1.6 (L1) 2.1 (M2)         

Health 2.9 2.5 1.7 (L2) 6.8 (U2) 1.9 (B3) 1.5 (B2) 1.8 (C2)   

Education 1.6 1.4 1.4 (I2) 1.0 (A2) 1.7 (I3) 1.2 (A3) 1.0 (A1)   

Man & com 1.0 1.0 1.0 (J2) 1.0 (J1) 1.2 (J3)       

Soc & cult 1.1 1.1 1.0 (A2) 1.0 (A1) 1.0 (J2) 1.7 (V2)     

Creative arts 1.4 1.4 1.5 (B2) 1.0 (A2) 1.0 (A1) 1.5 (B1)     

Food & hosp 1.3 1.4 1.6 (P1) 1.0 (A1) 1.0 (J1)       

Note: Only SAC funding categories with more than 5% of EFTS within a given NZSCED field of study are shown. 
For a full list of 2014 SAC funding categories and rates, see Appendix Two. 

Adjusting the 2014 results for the impact of recent Budget decisions 

12. Budget 2014 and Budget 2015 targeted tuition subsidy increases to degree-level and 
above science, agriculture and certain health sciences (pharmacy, physiotherapy and 
optometry).  

13. Table Two shows operating costs per equivalent full-time student (EFTS) and SAC 
funding per SAC EFTS, relative to management and commerce, by field of study and 
sub-sector. The final column updates the 2014 estimates of SAC funding per SAC EFTS 
to take into account the impact of Budget decisions in 2014 and 2015. This was done by 
applying 2016 SAC funding rates to the 2014 distribution of EFTS across the TEI sector. 

Table Two: Operating costs per EFTS and SAC funding per SAC EFTS, relative to management and 
commerce, by field of study and subsector 

NZSCED field of study 
2014 NZBT 

operating cost 

relativity 

2014 NZBT SAC 

relativity 

Estimated 2016 

SAC relativity 

TEI SECTOR 

02- IT 1.3 1.5 1.5 
03 - Engineering 1.6 1.9 1.9 
04 - Arch & Build 1.3 1.7 1.7 
05 - Agriculture 1.4 1.6 1.9 
06 – Health 2.9 2.5 2.2 
07 - Education 1.6 1.4 1.3 
08 - Man & Com 1.0 1.0 1.0 

09 - Soc & Cult 1.1 1.1 1.1 
10 - Creative Arts 1.4 1.4 1.3 
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NZSCED field of study 
2014 NZBT 

operating cost 

relativity 

2014 NZBT SAC 

relativity 

Estimated 2016 

SAC relativity 

UNIVERSITY SECTOR 

Natural and Physical Sciences 
   

Mathematics 1.1 1.0 .. 
Laboratory-based sciences 2.2 1.9 2.1 

IT 1.3 1.5 1.5 
Engineering 1.7 2.1 2.0 
Arch & Build 1.2 1.8 1.8 
Agriculture 

   
Sub-degree Agriculture 1.3 1.5 1.6 
Degree and above Agriculture 2.8 2.1 2.5 

Health 
   

Dentistry & dental therapy 4.8 5.2 .. 
Medicine 5.5 4.6 .. 
Pharmacy 2.4 2.0 2.4 
Physiotherapy 1.8 1.5 1.7 
Nursing 1.5 1.7 .. 
Optometry  2.4 2.1 2.4 
Health sciences 2.1 1.9 2.0 
Health-related professions 2.1 1.9 .. 
Veterinary science 3.8 3.7 .. 

Education 1.4 1.4 1.3 
Man & Com 1.0 1.0 1.0 

Soc & Cult 
   

Languages 1.3 1.0 .. 
Non-languages 1.1 1.2 .. 

Creative Arts 1.3 1.4 1.3 
ITP SECTOR 

IT 1.2 1.4 1.4 
Engineering 1.5 1.8 1.8 
Arch & Build 1.4 1.7 1.6 
Agriculture 1.4 1.6 1.7 
Health 1.5 1.6 1.6 
Education 1.4 1.3 1.2 
Man & Com 1.0 1.0 1.0 

Soc & Cult 1.3 1.1 1.1 
Creative Arts 1.8 1.4 1.3 
Food & Hosp 1.6 1.5 1.4 

WĀNANGA SECTOR 

Health 2.3 1.3 1.0 
Education 2.8 1.3 1.3 
Man & Com 1.0 1.0 1.0 

Soc & Cult 1.1 1.0 1.0 
Creative Arts 1.7 1.4 1.3 
Notes: Results for the broad fields of natural and physical sciences, and food, hospitality and personal services are considered in the sub-
sector results only, as these fields of study are primarily delivered in the university sector and the polytechnic (ITP) sub-sectors respectively. 
For university teaching units made up primarily of a single broad SAC funding category, we updated the average SAC relativities by applying 
2016 SAC rates to the 2014 distribution of EFTS within the relevant broad funding category. This approach was not possible in a number of 
teaching units, as these were made up of EFTS in a number of different SAC funding categories.  
The broad field of agriculture in the university sector is made up of several different SAC funding categories. For this reason, updated SAC 
relativities for agriculture at sub-degree and degree-level and above were based on the distribution of funding category EFTS within this 
broad field of study in the university sector. 
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Impact of recent Budget decisions 

14. Table Two shows that Budget 2014 and Budget 2015 decisions have brought relative 
SAC funding into broad alignment with relative operating costs in the narrow fields of 
laboratory–based sciences, pharmacy, physiotherapy and optometry.  

 For example, 2014 operating costs per EFTS for laboratory-based sciences in the 
university sector was 2.2 times that of management and commerce, compared to 
estimated 2016 SAC funding per SAC EFTS of 2.1 times that of management and 
commerce (up from relative SAC funding per SAC EFTS of 1.9 in 2014).  

15. Recent Budget decisions have reduced (but not fully addressed) the mismatch between 
relative SAC funding and relative operating costs for agriculture at degree-level and 
above.  

 2014 operating costs per EFTS for agriculture at degree-level and above in the 
university sector was 2.8 times that of management and commerce, compared to 
estimated 2016 SAC funding per SAC EFTS of 2.5 times that of management and 
commerce (up from relative SAC funding per SAC EFTS of 2.1 in 2014). 

Understanding variation between 2014 and 2016 estimated SAC funding relativities 

16. Beyond the impact of recent Budget decisions, variation between some of the 2014 
NZBT SAC relativities and our estimates of 2016 SAC relativities are largely explained by 
the sample of EFTS included in the NZBT dataset. In particular: 

 The sample of health teaching units in the 2014 NZBT dataset under-represents 
EFTS in low-cost SAC funding categories such as (A2) and over-represents high-cost 
funding categories such as medicine (U2), dentistry (R2) and veterinary science (Q2). 
This means that the NZBT TEI results shown in Table Two: 
o over-estimate 2014 SAC funding per SAC EFTS for medicine, relative to 

management and commerce 2  
o are likely to over-estimate 2014 average costs per EFTS in health in the TEI 

sector, relative to management and commerce.  

 The sample of agriculture, environmental and related studies teaching units had a 
significantly higher proportion of sub-degree EFTS funded by SAC category L1, and 
under-representation of degree-level EFTS funded by SAC categories M2 and V2, 
than in the overall TEI sector; this means the NZBT sample under-estimates the costs 
of degree-and-above delivery of agriculture at the TEI level, relative to management 
and commerce. 

17. Appendix Three shows the distribution of EFTS in the 2014 NZBT TEI dataset by broad 
field of study and SAC tuition subsidy funding categories compared to the distribution in 
the overall TEI sector in 2014. Other than in the areas noted above, the distribution of 
EFTS within each broad NZSCED field of study in the NZBT dataset was similar to that in 
the TEI sector as a whole in 2014. 

 
 

                                                 
2  We re-calculated the 2014 average SAC funding relativity for health based on all TEI EFTS in the broad field 
health (rather than just those within the NZBT dataset), and found that SAC funding per SAC EFTS for health was 
2.1 times that of management and commerce in 2014, rising to an estimated 2.2 times that of management and 
commerce in 2016. 
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Understanding variation across TEI subsectors 

18. The TEI-level results mask some significant differences in NZBT results across sub-
sectors. In part, this reflects differences in the nature or mix of delivery within a broad 
field of study. For example, in the field of agriculture, sub-degree teaching units in the 
university and ITP sectors had significantly lower delivery costs (relative to management 
and commerce) than the single university teaching unit in our sample that delivered at 
degree-level and above. 

19. The NZBT results also reflect different cost structures across the subsectors. In 
particular, the wānanga sector results appear to show much higher levels of relative SAC 
under-funding in the broad fields of health, education and creative arts than either the ITP 
or university sectors. In 2014, the wānanga sector delivered just 6% of tertiary education 
SAC EFTS in these three fields of study. 

20. The wānanga sector results were driven by very low operating costs per EFTS in the 
comparator field of management and commerce,3 rather than high operating costs per 
EFTS in the broad fields of health, education and creative arts. Actual operating costs per 
EFTS in the wānanga sector in the broad fields of health, education and creative arts 
were significantly lower than the TEI sector averages.  

Conclusions: Some mismatches of delivery costs and funding remain 

21. To identify significant mismatches of relative SAC under-funding in the TEI sector as a 
whole, or within a specific subsector, we use a gap of 0.3 or more between 2014 NZBT 
operating costs per EFTS, relative to management and commerce, and 2016 SAC 
funding per SAC EFTS, relative to management and commerce.  

22. We have also taken into account the likely impact of capital costs. As noted in earlier 
reports on our analyses of NZBT data [e.g. METIS 885922], the NZBT under-states 
delivery costs of fields of study with high capital costs, such as natural and physical 
sciences, architecture and building, agriculture and some health sciences.  

23. The exclusion of capital costs is a particular issue for two narrow fields of study: 
laboratory-based science and veterinary science. As noted in our university sector report, 
Massey University indicated that capital costs for veterinary science are high, relative to 
operating costs [METIS 972730]. We agree that the NZBT results are likely to 
significantly underestimate the total relative delivery costs in this narrow field of study. 

24. Applying this approach results in potential relative SAC under-funding in the broad and 
narrow fields of: 

 health (especially medicine and veterinary science) 

 education 

 agriculture at degree-level-and-above 

 languages teaching units in the university sub-sector 

 creative arts in the ITP and wānanga sub-sectors. 

                                                 
3 Operating cost per EFTS for management and commerce in the wānanga sector was less than half the average 
operating cost per EFTS for management and commerce across the TEI sector. 
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Next steps 

40. The accompanying report [METIS 979635] provides advice on potential targeted SAC 
funding rate increases in specific SAC funding categories that could be progressed in 
Budget 2016 to address the remaining areas of potential relative SAC under-funding.  
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Appendix One: 2014 TEI sector results compared to 2012 results 

1. Table One shows the operating costs and SAC funding relativities resulting from our 
analysis of the 2014 NZBT TEI dataset, and those resulting from our analysis of the 2012 
NZBT TEI dataset [METIS 885922 refers]. 

Table One: 2014 and 2012 operating costs per EFTS and SAC funding per EFTS relativities 

 

Sc
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e 
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En
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H
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& 
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C
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Fo
od

 &
 H
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2014 Costs per EFTS 2.2 1.3 1.6 1.3 1.4 2.9 1.6 1.1 1.4 1.3 

2014 SAC Income per SAC EFTS 1.8 1.5 1.9 1.7 1.6 2.5 1.4 1.1 1.4 1.4 

           
2012 Costs per EFTS 2.4 1.4 1.7 1.3 1.6 2.5 1.4 1.1 1.4 1.4 

2012 SAC Income per SAC EFTS 1.7 1.3 1.4 1.4 1.2 1.8 1.1 1.0 1.1 1.1 

2. Table One indicates that the alignment of delivery cost and SAC funding relativities has 
improved in some fields of study between 2012 and 2014. For example, SAC funding and 
delivery cost relativities were in closer alignment in 2014 than they were in 2012 in the 
broad fields of science, agriculture, health, education, creative arts and food and 
hospitality. 

3. Although the methodology for the analysis of 2014 data is consistent with that applied to 
the 2012 data, the two datasets do not necessarily comprise exactly the same teaching 
units or delivery to the number or mix of EFTS for each broad field of study.  

4. Differences between 2014 and 2012 results may be due to a range of factors, including 
differences in the composition, size and delivery mix of the teaching units in each field of 
study. As such, we recommend considering how the alignment of the relativities has 
changed, rather than how specific relativity values have changed from 2012 to 2014. 

5. In the broad field of science, Table One indicates that the 2% SAC tuition subsidy 
increases for sciences announced in Budget 2012 and Budget 2013 (degree-level and 
above) helped bring relative SAC funding per SAC EFTS for science into closer 
alignment with relative delivery costs in 2014 than they were in 2012.  

6. Similarly, in the broad field of engineering, the 8.8% and 2% increases for Priority 
Engineering tuition subsidy rates announced in Budget 2012 and Budget 2013 
(respectively) resulted in engineering moving from relatively under-funded in our analysis 
of 2012 NZBT data to relatively over-funded in our analysis of 2014 NZBT data. 
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Appendix Two: 2014 and 2016 SAC funding rates for universities, ITPs and 
wānanga 

Table One: 2014 SAC funding rates 

 Description 

1 

Non-
degree 

2 

Undergraduate 

3 

Taught 
postgraduate 

4 

Research 
postgraduate 

5 

Foreign 
student 

research-
based 

A Arts, Social Sciences, General, 
Vocational Training for Industry $6,014 $6,135 $7,743 $8,189 $3,405 

B 

Architecture (non-degree), Computer 
Science, Fine Arts, Design, Music and 
Performing Arts, Health-related 
Professions, Vocational Training for 
Industry, Medical Imaging, Occupational 
Therapy, Physiotherapy, Clinical 
Psychology  

$9,200 $9,384 $11,931 $12,827 $6,242 

C 

Architecture (degree), Engineering, 
Technology, Health Sciences, Vocational 
Training for Industry, Midwifery, Speech 
Language Therapy, Medical Laboratory 
Science, Audiology  

$11,060 $11,282 $14,339 $15,432 $7,455 

G 
Dentistry (postgraduate only), Medicine 
(postgraduate only), Veterinary Science 
(years 1-2) 

 $21,035 $26,154 $26,154 $6,779 

H Specialist Large Animal Science  $17,602 $22,198 $23,292 $5,244 
I Teaching  $8,569 $8,741 $10,975 $11,420 $3,405 

J Business, Accountancy, Law, Vocational 
Training for Industry  $6,014 $6,135 $7,743 $8,189 $3,405 

L 
Agriculture and Horticulture (non 
degree), Osteopathy, Acupuncture, 
Vocational Training for Industry, Nursing  

$10,338 $10,545 $13,294 $14,189 $6,954 

M 
Agriculture and Horticulture (degree), 
Pilot Training, Optometry, Dental 
Therapy  

$13,166 $13,430 $16,864 $17,958 $8,763 

N Priority Engineering, Pharmacy, Dietetics  $12,272 $12,518 $15,747 $16,948 $8,187 
O Medical Radiation Therapy   $18,160    

P Trades 2, Vocational Training for 
Industry  $9,938     

Q Veterinary Science (years 3–5)   $27,521    

R Dentistry (undergraduate excluding 
intermediate – years 2-5 )   $51,690    

S Foreign-Going Nautical  $18,301     
T Medicine undergraduate (years 2-3 )   $36,139    
U Medicine undergraduate (years 4–6)   $42,622    
V Science  $10,756 $10,972 $13,832 $14,763 $7,236 
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Appendix Three: Percentage of SAC EFTS in 2014 NZBT TEI dataset and in the wider TEI sector, by NZSCED field of study 

  

Natural & Physical 
Sciences 

Information 
Technology 

Engineering & 
Related 

Technologies 

Architecture & 
Building 

Agriculture, 
Environmental & 
Related Studies 

Health Education Management & 
Commerce Society & Culture Creative Arts Food, Hospitality & 

Personal Services 

SAC Category 

N
ZB

T 

20
14

 

N
ZB

T 

20
14

 

N
ZB

T 

20
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N
ZB

T 

20
14

 

N
ZB

T 

20
14
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T 

20
14
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T 

20
14

 

N
ZB

T 

20
14

 

N
ZB

T 

20
14

 

N
ZB

T 

20
14

 

N
ZB

T 

20
14

 

FUNDING 
CATEGORY 
LEVEL (% of 
EFTS SAC 
funded only) 

A1 0% 2% 2% 0% 1% 2% 1% 1% 3% 2% 4% 9% 5% 7% 1% 1% 23% 22% 13% 12% 19% 17% 
A2 20% 17% 3% 1% 0% 0% 0% 0% 0% 1% 3% 5% 11% 10% 0% 1% 37% 37% 16% 18% 

 
2% 

A3 1% 1% 1%       0% 0% 0% 7% 7%  0% 3% 3% 1% 1%   
A4 1% 1% 0%          4% 4%   3% 3% 1% 1%   
B1   8% 13% 1% 0% 12% 15%   2% 2%   0% 1%  0% 8% 8%   
B2 1% 1% 66% 64% 0% 1% 

 
6% 

 
0% 6% 12% 0% 

 
0% 0% 1% 2% 50% 46% 

  
B3 0%  4% 3%       8% 6% 0% 1%   0% 0% 1% 2%   
B4   4% 4%    0%   1% 0%       3% 3%   
C1 0%  1% 0% 9% 9% 0% 0%  1% 0% 0%      0% 2% 1% 1% 1% 
C2 3% 5% 1% 1% 3% 4% 39% 28% 1% 

 
5% 7% 2% 1% 0% 0% 0% 1% 3% 2% 

  
C3 1% 0% 

   
1% 7% 5% 

 
0% 2% 3% 

 
0% 

 
0% 0% 0% 

    
C4 0% 0% 0%   1% 7% 4%  0% 2% 3%      0%     
G3 0%  0%        1% 1%           
G4 0% 0% 

        
1% 1% 

          
I2 

            
60% 59% 

  
0% 0% 

    
I3             9% 9%   0%      
J1 0% 0% 4% 5% 1% 0% 0% 0% 2% 1% 0%   0% 30% 31% 1% 2% 1% 1% 8% 4% 
J2 1% 1% 1% 5% 1% 1% 1% 0% 1% 1% 

 
0% 0% 0% 59% 55% 18% 17% 1% 3% 

 
3% 

J3 
  

0% 0% 
      

0% 0% 0% 
 

7% 6% 1% 1% 
 

0% 
  

J4               2% 2% 0% 0%  0%   
L1 1% 0%    1% 0% 1% 84% 53% 1% 0%    1%  0%  0% 0% 0% 
L2 

 
1% 

        
35% 25% 0% 

   
0% 0% 

 
0% 

  
M2 1% 2% 

  
1% 1% 0% 1% 5% 14% 2% 2% 

   
0% 

     
0% 

M3 0% 0%       1% 2%             
M4 0% 0%      0% 1% 3% 0%            
N1 

 
0% 

  
6% 6% 1% 

        
0% 

  
1% 1% 

  
N2 1% 1% 3% 3% 43% 41% 

   
0% 3% 2% 

   
0% 

 
0% 

    
N3   0%  7% 6%     0% 0%    0%       
N4 0%    7% 7%   0% 1% 0% 0%           
P1 

    
17% 15% 33% 40% 0% 5% 

 
0% 

   
0% 

  
1% 0% 70% 72% 

Q2 
          

2% 1% 
          

R2           2% 1%           
S1     2% 2%                 
T2 2% 

         
4% 4% 

          
U2 

          
8% 6% 

          
V1 0% 5% 0%  0%   0% 0% 5% 1% 2%     0% 1% 0%  1% 1% 
V2 51% 47% 0% 0% 1% 1%  0% 3% 9% 5% 6% 0% 0%  0% 10% 9%     
V3 4% 4%    0%   0% 2% 0% 1% 1% 0% 0%  1% 1%     
V4 11% 10% 

 
0% 0% 0% 

  
0% 1% 0% 1% 0% 0% 

  
1% 1% 

 
0% 

  
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

Notes: Highlighted cells indicate where the EFTS distribution in the 2014 NZBT TEI dataset differs notably from the 2014 distribution of EFTS in the TEI sector.  

  Values have been rounded to the nearest 1%.   

  Table excludes SAC funding categories with 1% or less EFTS in a given NZSCED field of study. 
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Education Report: Further Advice on Initial Teacher Education 

To: Hon Chris Hipkins, Minister of Education 

Date: 7 December 2018 Priority: Medium 

Security Level: Budget sensitive METIS No: 1166379 

Drafter: Alexandra Cliffe DDI: 439 5473 

Key contact and number: 
Ben O’Meara 
04 463 8704 / 

Round robin: No 

Messaging seen by 
Communications team: 

N/A 

Purpose of report 

This report provides advice on: 





 A proposal to increase the Student Achievement Component (SAC) funding rate for ITE
to enable providers to meet new Teaching Council requirements for practicum
placements.

Summary 

1.

2.

3.

Document 10
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of your request



2 
 

4.  
 
 

  
 
5.  

 
  
 
 

     
 
6.  

 
 

 
 

  
 

    
 

  
 

 

7.  
   

 
8. The Teaching Council is considering increasing the length and quality requirements for 

practicum placements in ITE programmes.  We recommend increasing SAC funding for 
ITE provision to enable ITE providers to meet these increased expectations and to 
further incentivise increased ITE delivery. The Ministry’s view is that this funding 
increase could work well alongside possible ring-fencing of funding for ITE delivery, to 
reinforce the incentive of a funding rate increase with a clear signal that providers should 
work more actively to attract quality ITE candidates.  We estimate this funding rate 
increase will cost approximately $41m over four years.   

 

Recommended Actions 

The Ministry of Education recommends you: 
 

  
 

  
 

 
 

 
  

                                                 
   Out of scope

Out of scope

Out of scope
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Expanding the provision of employment based ITE 

j.  
  

  
 

    
 

  
 

 

k.  
  

 
Increasing SAC funding for ITE 

l. note that the Teaching Council has announced that it will increase the minimum 
practicum requirements for ITE programmes, and introduce stronger quality 
expectations for practicum, and that these decisions will drive cost increases for ITE 
providers  

Noted 

m. agree to progress a proposal to increase the SAC funding rate for ITE, to support the 
increased cost of practicums, with an estimated cost of approximately $41m across four 
years, for Budget 2019  

Agree / Disagree 
 

n.  
 

 
 

Proactive Release Recommendation 

o. agree that this Education Report is not released at this time because it has Budget 
implications and contains commercially sensitive information about ITE programme 
proposals. 

Agree / Disagree 

 

 Ben O’Meara       Hon Chris Hipkins 
(Acting) Deputy Secretary  Minister of Education 
Education System Policy 
07/12/2018  __/__/____ 
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Background 

1.    
 

  

2.  
  

3.  
 

 

4. We have kept in close contact with the Teaching Council on its work to strengthen ITE 
programme approval requirements. In the course of this work, we have identified a 
potential need to increase Student Achievement Component (SAC) funding to all ITE 
programmes, in the event that the Council strengthens its requirements for practicum. 
We have also considered what could be done to further incentivise ITE providers to enrol 
more students in ITE programmes, helping to address teacher supply issues. 

5. This report provides you with advice on the three areas identified above. 
 

 

6.  
 

   

7.  
 
 

 

8.  
  

   

   

  
 

   

  
   

9.  
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41.  

 
 

 
42.  

 
 
 
 
 

 

 

43.  
 
 
 
 
 
 
 

  

 

44.  
  

 
 

 

 
45.  

 
 

 
 

Increasing Student Achievement Component funding for ITE 
 

46. Student Achievement Component (SAC) funding is the Government’s contribution to the 
direct costs of teaching and learning services for students enrolled at a tertiary education 
organisation. 

 
47. ITE providers receive SAC Category I funding rates, which is the category for teacher 

education programmes. The per-student rates for 2019 are set out in the table below. 
 

 1 
Sub-Degree 

2 
Degree 

3 
Taught Post-

Graduate 

4 
Research Post-

Graduate 

Category I 
SAC Funding 

Rate per 
EFTS 

$8,9697 $8,969 $11,262 $11,7192 

 

                                                 
7 Note that all ITE qualifications are either at degree level or taught post-graduate degree level, so in 
practice the sub-degree and research post-graduate funding rates are not used 
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48. The ITE SAC rate is higher than the SAC rate for other education qualifications, which 
are funded at the Category A funding rate. The difference between the A and I rates 
range from $2674 to $3316 depending on the qualification level. The difference is 
intended to recognise the additional costs associated with the practicum requirements 
that are part of ITE courses. These costs include: 

a. Training and support for associate teachers; 

b. Payment of the Associate Teacher allowance8; 

c. Contact time and support for students while on practicum; 

d. Relationship and knowledge building with ECE providers, schools and kura. 
 

49. All providers have to demonstrate that they meet the Teaching Council’s Programme 
Approval Requirements in order to be accredited to deliver ITE programmes. Currently, 
1-year courses have to include a minimum of 70 days of practicum experience, while 3- 
and 4-year programmes must have a minimum of 100 days. 

 
50. There are persistent reported concerns in the sector about how well beginning teachers 

are prepared for the classroom. One way to address this is to increase ITE students’ 
classroom experience by extending practicum requirements.  

 
51. The Teaching Council recently consulted on draft new Programme Approval 

Requirements | Te tutukitanga o ngā paerewa mā to tautoko. The draft Requirements 
are intended to better ensure that all students are prepared to meet the Code of 
Professional Responsibility and Standards for the Teaching Profession when they 
graduate from ITE. They also include stronger expectations of the partnerships required 
between ITE providers and schools, kura, early learning services, iwi and hapū in 
relation to both programme design and the design and delivery of practicum placements, 
based on evidence of what makes for high quality practicum experience.  

 
52. While the draft Requirements did not increase the minimum practicum requirements, the 

Council have indicated to the Ministry that they are considering changing these in the 
final version, which is likely to be published in March 2019. We understand that the 
Council is considering an increase to the minimum periods of practicum from 70 days to 
80 days for one-year programmes and ECE-based field programmes, and from 100 days 
to 120 days for three-four year programmes. The Council is also considering more 
specific programme structure and coverage requirements, greater expectations around 
authentic partnerships, requiring providers to identify critical teaching tasks and new 
requirements of capstone assessment of student teachers against the Standards. 
However, they have indicated that these changes, as well as the increased partnership 
expectations, will require additional funding. This view is shared by the Council of Deans.  

 
53. The Tertiary Education Commission have indicated that increasing the SAC funding rate 

would incentivise ITE providers to enrol more students, by providing a financial incentive 
to increase provision. This could contribute to addressing teacher supply pressures as 
well as supporting higher quality ITE provision.  The Teaching Council has agreed to 
work with TEC to align the new Programme Approval Requirements with TEC’s 
investment planning.  

 
54. We recommend that you allocate funding to Vote Tertiary Education to increase the SAC 

rate for ITE as part of Budget 2019. We are preparing a Budget bid on the basis of a 50% 
increase in the difference between SAC Category I and the SAC Category A funding 

                                                 
8 Associate Teacher allowances are set out in the teaching Collective Agreements. The Ministry pays 
the applicable Associate Teacher allowance to a teacher on instruction by the ITE provider who has 
placed a student at a school. The Ministry recovers this cost from ITE providers. 
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rates (i.e. the component of SAC funding that recognises the costs of practicums).  This 
would result in an increase of between $1,337 and $1,658 per student. The new SAC 
funding rates would be: 

  

 Degree rate 
Taught Post-Grad 

rate 
Research Post-

Grad rate 

2019 SAC Rate 
per EFTS 

$8,969 $11,262 $11,7192 

Proposed new 
SAC Rate per 

EFTS9 
$10,306 $12,921 $13,377 

 

 
55. We estimate that this would require additional funding through Budget 2019 of $40.949 

million, over four years10:   
 

 2019/20 2020/21 2021/22 2022/23 Total 

50% 
increase to 

SAC 
funding 

differential 

$5,832,740 $11,705,590 $11,705,590 $11,705,590 $40,949,510 

 
56. The Ministry’s view is that this funding increase would work well with the proposed ring-

fencing of funding for ITE delivery described above, to ensure that the additional SAC 
funding strengthens incentives for providers to attract quality candidates into ITE.   

Financial implications 

57. The financial implications of the employment-based ITE fund and the increase in SAC 
funding are set out in the tables above at paragraphs 40 and 55. Over four years,  

 and the increase in SAC funding 
would cost $40.950 million.  

 We are seeking this funding through Budget 19, and have entered these 
proposals into the Budget 19 submission process.  

 
58. The funding agreements for the Masters-level postgraduate ITE programmes are due to 

conclude at the end of 2019 and mid-2020. We could reprioritise the $1.7m baseline 
from the postgraduate ITE programmes, towards these ITE initiatives.  

Next Steps 

59. If you agree, the Ministry and the TEC will work together to provide you with further 
advice on the option of ring-fencing funding for ITE delivery, and any other options to 
incentivise providers to increase enrolments into ITE programmes. 

60.  
 

 

                                                 
9 We intend to only adjust the SAC rate for Category I for degree level qualifications and above, as 
ITE qualifications must be at Level 7 (degree level qualifications) or above.  
10 Note that this costing assumes that the other initiatives impacting on ITE in Budget 2019 are 
successful.   

Out of scope
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61. If you are happy with the Budget initiatives, we will progress these through normal 
Budget processes. 

62.  
 

 

Annexes 

  
 

  
  

Out of scope

Out of scope
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Objective Reference: A1560346  1 

Updates to the SAC 1-39 Course Classification Guide 

Purpose 

This memo seeks your approval to make an operational change to the Student Achievement 
Component (SAC) 1-39 Course Classification Guide.  

Recommendations 

It is recommended that you: 

a. approve the tracked changes to the Course Classification Guide attached (A1463331) which
would allow Massey’s Masters of Counselling Studies to meet the ‘Health Related
Professions’ category;

b. note that the updates to the course classification will affect three universities and
potentially cost about $182,000 to $212,000 for 2020 delivery;

c. note that we have also updated course classification #34 (Clinical Psychology) to the correct
funding category from 1 January 2020 to reflect this change in the 2020 SAC 3+ funding
determination;

d. note that the TEC has operational responsibility to maintain and update the Course
Classification Guide; and

e. note we have consulted the Ministry of Education (MoE) who support the change.

Background and context 

The Course Classification Guide provides Tertiary Education Organisations (TEOs) with 
direction on how they should classify a course. 

1. Before a qualification can be approved for funding, we require information about the
classification of each course in the qualification.

2. There are 39 course classifications outlined in the Course Classification Guide, with notes on how
to appropriately assign a classification to a course.

3. TEOs assign a classification to their courses based on the information provided in the guidance.
The TEC then validates the classification through STEO.

Memorandum 

To: Gillian Dudgeon, Deputy Chief Executive Delivery 

From: , Senior Advisor Operational Policy 

Date: 18 March 2020 

Subject: Updates to the SAC 1-39 Course Classification Guide – 2020 

For: Decision 

s9(2)(a)
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Objective Reference: A1560346 2 

4. At least 90% of the content or subject matter of the course should be aligned to the 
classification that TEOs have assigned to it. 

5. The course classifications in the Guide are also outlined in the SAC3+ funding determination, and 
referenced in the funding category tables. This means that the classification a TEO assigns to a 
course will impact the rate that it is funded at (see Appendix A). 

In 2016, we noticed that Massey University had its Masters of Counselling Studies courses 
coded incorrectly. 

6. In 2016 Massey has coded it’s Masters of Counselling Studies courses as #34 (Clinical 
Psychology), whereas they should have been coded as #03 (Arts; Advanced Studies for Teachers; 
Health Therapies; Humanities; Languages; Social Sciences). 

7. TEC notified Massey of the discrepancy, and Massey made the change.  

8. Upon making the change,  Massey requested that we consider reclassifying some of these 
courses as funding code B3, classification #17 (Health Related Professions).  

a. Massey’s stated that the cost to deliver the Masters of Counselling Studies is quite high, and 
is likely to be above the existing funding rate as over half of the programmes include clinical 
supervision, which is expensive compared to standard teaching. 

b. TEC considered the request at the time, however the courses didn’t meet all of the criteria 
set out in the guidance. 

c. In order for the courses align to the course classification #17 (Health Related Professions) 
requirement, they needed to be accredited by a relevant health professional body (pursuant 
to section 12 of the Health Practitioners’ Competence Assurance (HPCA) Act 2003). 

d. The courses were assured by the New Zealand Association of Counsellors (NZAC), however 
this organisation does not fall under the HPCA, which means the course didn’t meet the 
classification criteria at the time. 

e. The request was therefore declined by Massey’s Investment Manager at the time.  

We recommend that classification #17 (Health Related Professions) is 
updated to allow NZAC to accredit Massey’s courses  

Massey raised its request again in 2019 for us to change the course classification guide to 
be more inclusive of NZAC accreditation. 

9. In 2019 Massey made the request directly to MoE as it was thought at the time that they owned 
the content of the Course Classification Guide. However, it has since been agreed that TEC owns 
the content and guidance outlined in the Course Classification Guide. 

10. We have since reviewed the request, in consultation with MoE, and recommend that the Course 
Classification Guide is updated to allow course classification #17 to include NZAC alongside 
HPCA. 

a. Massey’s Master of Counselling meets all of the requirements set out for classification #17, 
except for the HPCA accreditation. 

b. Programmes of study in Applied Counselling can be included in classification #17, however 
the requirement for HCPA accreditation effectively rules out all counselling courses (not just 
Massey’s).  

11. We have consulted with the NZAC and Health Workforce New Zealand and they are comfortable 
with us making the Guide inclusive of NZAC.  
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Objective Reference: A1560346 3 

a. They advised us that not all health professions are regulated under the HPCA Act. Some 
health professions, including counsellors, are regulated by their professional organisations. 
These organisations play a similar function to the ones specified in the HPCA Act in ensuring 
competency and safety to practice.   

b. They also noted and supported Massey’s statements that the cost to deliver the Masters is 
likely to be above the existing funding rate as over half of the programmes include clinical 
supervision 

12. Therefore, we recommend updating the wording for #17 in the Guide to include NZAC as an 
appropriate professional regulatory body. We consider this is a pragmatic approach that will 
meet the intent of ensuring health-related professional qualifications in counselling are 
appropriately funded. 

The cost to make these changes is manageable … 

13. The Relationship Support Data team have estimated if this change occurs it will cost around an 
additional $182,000 to $212,000 for 2020 delivery.  

14. The funding rate for A3 is $8,088 per equivalent full time student (EFTS) and B3 is $12,463. 
Therefore, any TEOs that are eligible to move their applied counselling courses to this funding 
category will receive $4,375 more per EFTS. The affected TEOs are Massey University, and the 
Universities of Auckland and Waikato.  

15. This is based on the assumption that eligible TEOs all apply and are approved for their current A3 
and A4 Master of Counselling courses to be funded at the B3 and B4 rate. Appendix B provides 
more details on these costings.  

16. The change in funding rate would only be triggered if TEOs act to reclassify their courses in STEO. 
TEOs may apply for additional 2020 funding for the reclassification by submitting an Additional 
Funding Request application. 

17. The recommendation to update classification #17 and the associated costs have been reviewed 
by Fund Specialists. 

… and the risks are acceptable.  

18. There is a risk that in making this change, we will get more requests from providers to change 
the guidance for other courses in the Course Classification Guide in an attempt to increase their 
funding rates. 

19. However, in this case we are remedying a genuine gap in the guide. Additionally, the broad 
categorisation of different subjects and the funding rates are set through the funding 
determinations and in the Government’s Budget, meaning that we cannot be compelled to 
change funding rates and shift categories. 

We have also corrected the Clinical Psychology funding category in the Guide 

20. In the Guide we have also updated course classification #34 (Clinical Psychology) to the correct 
funding category from 1 January 2020, which should be V3 instead of B3. 

21. The Minister already approved this change through the 2020 SAC 3+ funding determination. The 
reclassification has already been updated in the relevant tables on our website.  

22. The rate in TechOne for Clinical Psychology is correct so there shouldn’t be any changes needed 
to the allocation. 
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Objective Reference: A1560346 4 

Next steps 

23. If you approve the suggested changes, Operational Policy will: 

› update the website and work with Relationship Support to draft key messages for TEC staff and 
the sector  

› draft communications to be emailed by the Service Management team to affected TEOs to 
ensure TEOs use the correct course classification and funding categories in STEO, and 

› notify MoE that these changes have been made. 
 

APPROVED / NOT APPROVED 

Gillian Dudgeon  
Deputy Chief Executive – Delivery 

Date:  

Approval email Obj ref: 
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Objective Reference: A1560346  5 

Appendix A: Student Achievement Component (SAC) 1-39 Course 
Classification Guide 

Table 1: Course Classification Prescription (included in SAC 3+ 159L) 

#01 Agriculture; Horticulture 

#02 Architecture; Quantity Surveying 

#03 Arts; Advanced Studies for Teachers; Health Therapies; Humanities; Languages; Social Sciences 

#03.1 Osteopathy; Acupuncture 

#04 Business; Accountancy; Office Systems/Secretarial; Management 

#05.2 General Education 

#06 Computer Science 

#07 Dentistry 

#11 Engineering; Technology 

#11.1 Priority Engineering 

#11.2 Pilot Training 

#12 Fine Arts; Design 

#13 Health Sciences (excluding classifications #07, #15, and #17) 

#13.1 Optometry 

#14 Law 

#15 Medicine (excluding intermediate/first year) 

#16 Music and Performing Arts 

#17 Health Related Professions 

#17.3 Dental Therapy 

#18 Science 

#19.1 Teaching: Early Childhood Education 

#19.2 Teaching: Primary 

#20 Teaching: Secondary 

#21 Trades 1 

#22 Trades 2 

#22.1 Vocational Training for Industry  

#23 Veterinary Science 

#23.3 Veterinary Science Undergraduate (Years 3, 4 & 5) 

#24 Nursing 

#25 Medical Imaging 

#27 Midwifery (3 year) 

#28 Occupational Therapy 

#29 Physiotherapy 

#30 Medical Radiation Therapy 

#31 Pharmacy Professionals 

#32 Speech Language Therapy 

#33 Medical Laboratory Science  

#34 Clinical Psychology 

#35 Audiology 

#36 Dietetics 

#37 Medicine Undergraduate (Years 4, 5 & 6) 

#38 Foreign-Going Nautical 

#39 Specialist Large Animal Science 
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Objective Reference: A1560346 6 

 

Table 2: Funding categories: alphabetic code 

Category 
(alphabetic) 

Relevant discipline and course classification 

A Arts [#03], Social Sciences [#03], General Education [#5.2], Vocational Training for Industry 
[#22.1] 

B Architecture (non-degree) [#02], Computer Science [#06], Fine Arts [#12], Design [#12], Music 
and Performing Arts [#16], Health Related Professions [#17], Vocational Training for Industry 
[#22.1], Medical Imaging [#25], Occupational Therapy [#28] 

C Architecture (degree) [#02], Engineering [#11], Technology [#11], Health Sciences [#13], 
Vocational Training for Industry [#22.1], Midwifery (3 year) [#27], Physiotherapy [#29], Speech 
Language Therapy [#32], Medical Laboratory Science [#33], Audiology [#35] 

G Dentistry (postgraduate only) [#7], Medicine (postgraduate only) [#15] 

H Agriculture (degree) [#01], Horticulture (degree) [#01] 

Specialist Large Animal Science [#39] 

I Teaching [#19.1, #19.2, #20] 

J Business [#04], Accountancy [#04], Law [#14], Vocational Training for Industry [#22.1]  

L Agriculture (non degree) [#01], Horticulture (non degree) [#01], Osteopathy [#03.1], 
Acupuncture [#03.1], Vocational Training for Industry [#22.1], Nursing [#24],  

M Pilot Training [#11.2], Optometry [#13.1], Dental Therapy [#17.3], Pharmacy [#31] 

N Priority Engineering [#11.1], Dietetics [#36] 

O Medical Radiation Therapy [#30] 

P Trades 2 [#22], Vocational Training for Industry [#22.1] 

Q Veterinary Science [#23], Veterinary Science (years 3–5) [#23.3] 

R Dentistry undergraduate (years 2-5 ) [#07] 

S Foreign-Going Nautical [#38] 

T Medicine undergraduate (years 2-3 ) [#15] 

U Medicine undergraduate (years 4–6) [#37] 

V Science [#18], Clinical Psychology [#34] 
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