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Education Report: Further decisions on the unified funding system - 
learner success and strategic components 

To: Hon Chris Hipkins, Minister of Education 

Date: 22 July 2020 Priority: High 

Security Level: In Confidence METIS No: 1235409 

Drafter: Nicole Rennie Phone: 04 4637740 

Key contact and number: Vic Johns Phone: 04 463 8078 

Messaging seen by 
Communications team: No Round robin: No 

Purpose 

The attached annotated agenda seek your feedback on the proposed approach and next steps 
for the learner success and strategic component of the unified funding system.  
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Recommended actions  

The Ministry of Education and the Tertiary Education Commission recommend that you: 

a. note that officials wish to discuss the proposed approach and next steps for the learner 
success and strategic component of the unified funding system as set out in the 
attached annotated agenda at the agency meeting on the 27th of July 

Noted 

b. forward this briefing and attachments to any additional ministers you may wish to 
inform  

c. proactively release this Education Report and attachments after further decisions 
have been taken 

Release / Not Release 

 

 

 

 

 

Andy Jackson 
Deputy Secretary, Graduate Achievement, 
Vocations and Careers 
Ministry of Education 
 
22/07/2020     

   
 

 Gillian Dudgeon 
Deputy Chief Executive – Delivery 
Tertiary Education Commission 

 
 
__/__/____ 

 
 
 
 
 
 
 
Hon Chris Hipkins 

Minister of Education 
 
__/__/____ 
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Attachment 

Attachment one: Annotated Agenda - decisions on the unified funding system for discussion 
(with two annexes) 
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Strategic Component
RATIONALE FOR STRATEGIC FUNDING
The current tertiary education funding system does not actively encourage 
TEOs to supply strategically important delivery or to meet national or regional 
skill needs. Funding policy:

•	 Encourages TEOs to prioritise the supply of programmes in areas that 
generate economies of scale, regardless of industry or employer demand

•	 Fails to recognise scale and other challenges associated with 
meeting skills priorities in geographically isolated areas.

PROPOSED FUTURE STATE DISCUSSION POINTS
Officials are seeking to confirm your comfort with:

•	 The overall direction of travel outlined in this 
A3 and any specific design priorities

•	 The inclusion of strategic funding to support IST, 
either as part of flexible funding (our recommended 
option) or as a stand-alone element 

•	 Officials sharing the high level proposals set out in this 
A3 with sector stakeholders, including peak bodies

We propose to ‘tilt the system’ to incentivise strategically important delivery, through the introduction of up to two new funding approaches, with up 
to 10% of total UFS funding available for:

•	 Flexible funding to support innovative proposals from UFS-funded TEOs which respond to national and regional skills priorities
•	 NZIST-specific funding to address regional skills priorities in geographically isolated areas, in line with charter obligations to ensure 

access to vocational education in all parts of New Zealand, either as part of the flexible funding pool or as a stand-alone element.

This funding would complement related Government funding support for wānanga capability and investment in te reo Māori and mātauranga Māori.

A new strategic funding component to encourage innovation and 
increase responsiveness to national and regional skills priorities

FLEXIBLE FUNDING TO SUPPORT INNOVATION AND RESPOND  
TO NATIONAL AND REGIONAL SKILLS PRIORITIES

This would create much needed funding flexibility to enable and reward TEO innovation, in line with national and regional skills priorities. We propose that UFS-
funded TEOs would apply for time-limited funding to trial new approaches, learn what works and share best practice. Proposals could come from individual TEOs, 
partnerships between TEOs, or collaborations between TEOs and third parties, such as industry, employers or iwi.

KEY DESIGN CHOICES FOR GOVERNMENT

1. How large should the 
quantum of funding 
be, as a percentage 
of the overall UFS 
funding?

We propose that up to 5% of 
total UFS funding is allocated 
through this mechanism, 
because this would:

•	 Be sufficient to support 
innovative new projects, 
without undermining funding 
predictability for TEOs

•	 Ensure that providers are 
able to move successful 
projects into BAU, (and if 
too a high a proportion 
of UFS funding is time-
limited, this will affect 
their ability to do so).

2. What should the process and criteria for funding look like?

Overall, we would expect funding proposals from TEOs to address the regional and 
national skills priorities set directly by Ministers, or the TEC, with external input from 
WDCs, RSLGs and iwi. Feedback from the Funding Reference Group indicates that 
establishing clear and specific criteria for funding and a transparent allocation process 
should be a priority.
As part of the allocation and selection process, there will be a need to balance: 

•	 Enabling innovative ‘bottom up’ proposals from TEOs with good 
ideas – indicating that the criteria for funding should not be 
prescriptive about how exactly to address a given priority, and 

•	 Avoiding setting funding criteria that are too high-level, as this could create 
high administrative costs for the TEC and TEOs, due to the high number of likely 
proposals with a correspondingly low success rate. Funding criteria that are too 
high-level would also reduce transparency of allocation decisions for TEOs.

There are potential options to address these competing objectives, which we would 
like to test with you:

•	 Draw on the model used by the National Science Challenges. This would 
involve establishing an expert panel to set high-level priorities, to apply 
to given period of time, and/or a specific funding allocation round

•	 Have priorities be set directly by Ministers, or the TEC, 
with external input from WDCs, RSLGs and iwi

•	  Related options to increase transparency and maximize benefits include:
•	 Allowing the TEC to agree the duration and timing of payments 

to be determined on a project-by-project basis, but setting 
a maximum funding period for individual proposals

•	 Setting clear expectations about the size of funding for individual proposals, 
to avoid multiple small applications, and to ensure proposals are of sufficient 
scale to enable and test new delivery models and approaches (our initial 
thinking indicated this could sit at around $1million - $2million per project).

3. What monitoring 
or accountability 
arrangements could 
accompany this 
funding?

We would expect successful 
proposals to include evidence 
of clear benefits, an evaluation 
plan, milestones and robust 
costings. We recommend that 
the TEC is given the flexibility 
to: 

•	 Link funding to progress 
against milestones, agreed 
upfront as part of the 
contract for funding

•	 Respond quickly, where 
there is evidence a 
proposal is not delivering 
against expectations, 
including exiting early from 
unsuccessful projects.

We also recommend 
accountability to key external 
stakeholders is part of the 
monitoring framework for 
successful proposals. This 
provides an opportunity to 
strengthen industry and iwi 
voice.

ANNEX 2

STRATEGIC FUNDING TO SUPPORT NZIST TO MEET THEIR CHARTER OBLIGATIONS 
TO ENSURE ACCESS TO VOCATIONAL EDUCATION IN ALL PARTS OF NEW ZEALAND

One of the key objectives for the establishment of the NZIST was to create a sustainable national network of vocational education. However, 
providing education delivery and support for work-based learning is more costly in areas of geographic isolation, due to issues such as scale 
and travel. To support NZIST to enable access and meet regional skills priorities we need to address these longstanding cost challenges.

KEY DESIGN CHOICE – INCORPORATED INTO FLEXIBLE FUNDING  
OR A STAND-ALONE ELEMENT?

We have identified two ways that we could look to support NZIST to enable access and meet regional skills priorities through strategic 
funding. The funding could be incorporated into the flexible funding, with NZIST applying as part of that process or this could be done as a 
stand-alone element.
We are recommending the former, incorporating funding into the flexible funding element. If this option was chosen, we would look to 
ensure that there was a strong focus on the issues associated with geographic isolation as part of the criteria for initial funding rounds, 
while retaining the flexible nature of the fund.  
We have also set out below the key design choices for a stand-alone element.

KEY DESIGN CHOICES FOR GOVERNMENT  
IF A STAND-ALONE ELEMENT WAS CHOSEN

1. How large should the quantum of 
funding be, as a percentage of NZIST’s 
funding?

We are seeking your feedback on the potential size of 
NZIST-specific funding. Key trade-offs include setting a 
funding level that is sufficient to support access across 
New Zealand, but not so large that it:

•	 Discourages efficiency or compromises funding system 
responsiveness to changes in demand or need

•	 Creates a potentially unfair competitive 
advantage to NZIST, and affects the sustainability 
of VET across all other TEO subsectors.

There are limited international examples of tertiary 
education funding to address challenges associated with 
geographic isolation, which come from Scotland, Wales 
and Australia and range from 1.7% to 5%* of provider’s 
funding. Within this range, NZIST-specific funding would 
fit within the total UFS funding we are proposing for both 
elements of strategic funding.
As a comparison, core funding for Crown Research Institutes 
(CRIs) is set at a much higher level (20%), which reflects 
the contestable nature of all other CRI funding, and the 
resulting instability this creates. The investment plan 
process creates a much higher level of funding predictability 
for New Zealand TEOs, indicating the quantum of NZIST-
specific funding should be set at a lower level.

2. What should be the 
period of allocation for 
funding?

As a starting point for discussion 
with the sector, we propose a 
funding allocation period of 3 - 5 
years, as this would:

•	 Recognise the long-standing 
challenges associated 
with meeting regional 
skills priorities in areas of 
geographic isolation and the 
need to support NZIST’s long-
term planning and capability

•	 Align with CRI science 
investment funding, and 
represent a significant 
shift from current 1-3 
year investment plans.

3. What monitoring 
or accountability 
arrangements could 
accompany this 
funding?

We propose that NZIST develops 
a strategic plan for the period 
of allocation, with associated 
performance commitments, for 
TEC approval. TEC will monitor 
against these commitments. There 
is also an opportunity to reinforce 
accountability to key stakeholders 
through the plan approval and 
monitoring process. This could 
include RSLGs, WDCs, and iwi 
representatives. 
Officials do not recommend tying 
funding directly to performance 
within the period of allocation 
as this would undermine funding 
predictability. However, past 
performance could inform the 
quantum of future funding at the 
end of an allocation period. 

* Wales allocated 5% of funding based on multiple considerations (of which rural location is one)Proa
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