Sector Profile


[image: image1.png]NN NI NI NN NN NN NN NN
NN NI NN NN NN NN NN

MINISTRY OF EDUCATION
Te Tahuhu o te Matauranga




Profile Report, 2002

Wananga Sector Overview

Tertiary Advisory Monitoring Unit 

Table of Contents
Table of Figures
2

Overview
3

WANANGA SECTOR EFTS














4
wananga Sector Operating Income And Surplus
5

INCOME MIX
6
CASH FLOW
















6

Liquidity
7

Capital Expenditure And Assets













8

Strategic Financial Position













9
Conclusion


   













9


Table of Figures

Figure 1: EFTS Trends
4

Figure 2:  Income and Surplus Trends
5

Figure 3: Income and Expenditure per EFTS
6

Figure 4: Income Components 
6

Figure 5: Operating Cash Surplus
7

Figure 6 : Cash Cover in Months
7

Figure 7: Capital Expenditure and Fixed Assets per EFTS
8

Figure 8 :Wananga Sector Strategic Financial Position
9




Overview

The key feature of the wananga overview is the rapid expansion in EFTS numbers since the funding cap was removed in 1999.  The degree of the expansion in the sector places particular demands in terms of capacity to deliver and planning and management.  One of the priorities will be to build and maintain delivery capacity in the short to medium term.

Primarily as a consequence of Waitangi Tribunal settlements in the past two years the wananga sector has strengthened its cash position.  

In considering this analysis it should be noted that there are only three TEI wananga in the sector, and that Te Wananga o Aotearoa’s EFTS growth and performance significantly impacts on the average results presented in this analysis.

Key performance results between 1996 and 2001 are:

· more than a doubling of EFTS since 2000 (126% growth) and more than 8 times the EFTS that were enrolled in 1996;

· indications for 2002 is that enrolments in the wananga sub-sector will double again on 2001 levels;

· a surplus/income of 8.2%, which was a significant increase on the 2000 result;

· the operating cash surplus was 13% of cash outflow.  This is a strong cash-flow result, although this was only a moderate improvement on 2000;

· a 5% reduction in costs per EFTS from 2000 while revenue per EFTS reduced by 1%.  This was largely the result of a change in the mix of courses (ie growth in low level, distance provision at Aotearoa).  Costs also fell as a consequence of economies of scale;

· fixed assets grew by 115%, reflecting access to greater capital asset Crown funding;

· high asset productivity (Operating Revenue/Fixed Assets) of 198%;

· strong liquidity of 56% as at 31 December 2001.  This result was largely in response to large Crown capital payments to the Wananga just prior to Christmas 2000 and 2001.  With the exception of Raukawa, the other two wananga spent the capital injections within a short period of year end on capital works;

· high cash position attributable to recent capital injections resulting from treaty settlements; 

· high EFTS/Academic Staff ratio of 32.4, largely reflecting distance delivery modes of delivery at Aotearoa (and Awanuiarangi) in particular; and

· low Fixed Assets per EFTS of $3,281.  Fixed asset levels will significantly improve in future as a consequence of Waitangi settlement payments.

Key changes between 2000 and 2001 are summarised in the following table:  

Item
2000
2001
change

EFTS
      3,658 
      8,260 
126%

Income ($000)
$23,997
$53,623
123%

Surplus/Deficit ($000)
$964
$4,374
354%

Surplus/Income
4.0%
8.2%
103%

Operating Cash In/Cash Out
111%
113%
2%

Liquidity/cash out
75%
56%
-24%

Quick Ratio
8.99
5.08
-43%

Working Capital
666%
459%
-31%

Income per EFTS
$6,560
$6,492
-1%

Costs
 per EFTS
$6,927
$5.962
-5%

Personnel Costs per EFTS
$2,098
$2,272
8%

Cap Ex per EFTS
$2,387
$1,961
-18%

Fixed assets per EFTS
$3,438
$3,281
-5%

Wananga Sector EFTS

Figure 1: EFTS Trends
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Unprecedented growth has occurred in the wananga sector group in the past two years.  The highest EFTS growth in 2001 occurred at Te Wananga o Aotearoa (171%) followed by Te Wananga o Awanuiarangi (121%) and Te Wananga o Raukawa (34%).  Growth at Te Wananga o Aotearoa has continued in 2002 with a projected 20,000 plus enrolled EFTS expected by year-end.

The wananga sector has been very successful in increasing participation in tertiary education, and particularly in Maori enrolments.  In some of Aotearoa’s programmes 80% of participants had not been involved in tertiary education before enrolling at the Wananga.

Participation has increased markedly (and Maori tertiary training participation now exceeds non-Maori participation) with new growth in wananga provision having the following features:

· lower levels on the qualifications framework;

· female and over 25 participation;

· in selected disciplines.

The Wananga as a group tend to compliment each other with Aotearoa focusing on participation (largely in areas of high Maori unemployment), and the other wananga providing higher level degrees (right through to Ph.D. levels) along with certificate level tertiary training.

In some instances it has been clear that the provision of educational opportunities, which are relevant to Maori learners, has created its own demand.

This environment of rapid expansion creates a number of capability building, quality and financial management issues.

Wananga Sector Operating Income and Surplus

The wananga sector has returned strong operating surplus results over the 1996 to 2001 period, with the highest return on income being 9.3% in 1999.  Raukawa has consistently produced high rates of return on income as a matter of policy.  Aotearoa and Awanuiarangi have produced more variable results with closer to break-even positions.  All three wananga achieved significant surpluses in 2001 (a return on income which was 5% or greater).

Total income has increased rapidly over the 1996 to 2001 period (623% growth over the 6-year period).  Income per EFTS has reduced over this period ($7,458 in 1996 and $6,492 in 2001) which reflects Aotearoa’s expansion over the past two years in the lower cost categories.

Operating costs per EFTS have also reduced significantly over the past two years of rapid expansion.  At $5,962 per EFTS, operating costs are very low compared to other tertiary education institutions.  In part this reflects that a large proportion of courses are delivered extramurally at lower levels.

 Figure 2: Income and Surplus Trends
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Figure 3: Income and Expenditure per EFTS 
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Income Mix

The wananga sector is highly reliant on government income with 76% of total income from this source.  Student fees comprise a low proportion of total income, particularly at Te Wananga o Aotearoa.  Aotearoa offers a number of zero fee courses, which are the areas experiencing large growth.  Student fees are set at low levels (and zero fees for some courses), which, in part, encourages participation.  Planning for the stair-casing of students and the movement of students to on-campus or marae-based delivery will be a key area of work for the wananga.  Te Wananga o Raukawa had the highest proportion of income from sources other than government grants or student fees (16%).
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Figure 4: Income Components

Cash Flow

The strong growth in the sector appears to be a catalyst for strong operating surplus results.  The operating cash surplus (operating cash inflow less operating cash outflow) is an indicator of the underlying revenue and cost structure.  This measure also provides an indicator of the size of surplus that may occur if EFTS remain stable.

Figure 5: Operating Cash Surplus

Although the wananga sector has maintained a strong operating cash surplus of between 11% and 15% of cash outflows, this result is not consistent within the sector with several results well below 10%.  Aotearoa’s 2001 result is distorted by a delay in receipt of Ministry related income.

This ratio is an indicator of an institution's ability to generate cash for reinvestment in assets, without the need for borrowing.

Liquidity
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The sector is currently in a very strong cash position.  A turn-around from a very low cash position occurred after 1999, mainly as a result of capital injections and Treaty settlements.  Most of the spare cash reserves were re-invested in capital assets immediately post the 31 December balance date.  Raukawa has strong cash reserves, while Awanuiaranga and Aotearoa generally operate with smaller cash surpluses.
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Figure 6: Cash Cover in Months

Capital Expenditure and Assets
Figure 7: Capital Expenditure and Fixed Assets Per EFTS

The wananga sector has a very low asset base
 (although this has increased 80% since 1996), leading to a high level of asset productivity and a high return on assets.  With a significant proportion of distance delivery, overall capital requirements will be lower although a more appropriate level of fixed asset investment will be more apparent once the current capacity issues are addressed more fully.
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Strategic Financial Position
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The position of the sector can be summarised by comparing actual results against a minimum threshold diamond covering the following key areas.

Item
Meaning
Threshold

Operating surplus
Operating surplus after abnormals
3%

Cash cover
Liquid funds as a percentage of annual cash operating outgoings
8%          (=1 month)

Asset productivity
Income over net assets
40%

Return on assets
Operating surplus as a percentage of assets.
1%

For the purposes of the following chart the threshold targets are converted to a value of 3 using sector data. Unless there is convincing strategy to the contrary, the threshold is seen as the minimum required for prudential operation. In summary, for the sector as a whole, the wananga exceeded all 4 of the TAMU thresholds.  This indicates that the sector group is in a strong position going forward to address the challenging capacity issues.  The sector is in a highly dynamic situation, which means there are risks to be managed in to the future.

Wananga
Ratio (%)
Divisor
Result
Threshold

Liquid assets
56.43
2.667
6.00
3.00

Surplus
8.16
1.00
6.00
3.00

Asset productivity
90.51
13.00
6.00
3.00

ROA (net)
6.65
0.30
6.00
3.00

Figure 8: Wananga Sector Strategic Financial Position

Conclusion

The wananga sector is dynamic with growth in EFTS reflecting high levels of innovation in delivery and high relevance of offerings to students.  Results to date for 2002 indicate strong growth and development will continue.

� Excludes abnormal items


� Wananga Fixed Assets per EFTS are $3,281.  The next lowest sector group is the polytechnic sector with $11,641.
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