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2) Implementation approach: based on design, determine best implementation pathway 
for transition, integration, and transformation moves. This is likely to involve staggered 
implementation, rather than big bang, and accelerating some components. 

3) Financial savings and controls: identify savings for 2022 to return the organisation 
to budget ($56.6 million deficit) and putting actions in place for future years. 

4) Mix of provision: develop plans for transition to integrated on-job, off-job, and online 
provision. 

5) Unified collective agreements: determine employment implications of moving to 
integrated delivery and expedite shift to unified collective agreements.  

6) Technology: identify zero-regrets foundational projects that are critical for integration 
into new structure and for future transformation (e.g. integrated learning management 
system) and establish initial team to drive these projects.   

7) Marketing drive: support network to increase enrolments and employee sign-ups, as 
well as expanding employers engaged with VET system, to maintain volume.  

8) Programme Business Case: redo business case to reflect changes and investment 
required, based on changes made to organisation structure, mix of provision and 
financial savings and controls.   

9) Property: stand up teams to deal with priority buildings and begin disposals process 
for surplus assets.  

10) Value proposition: define core Te Pūkenga value proposition i.e. its distinct place in 
the market and new value for industry, employers, students, whanau, and communities. 

11) Performance and outcome measures: finalise framework currently in development, 
in conjunction with the update to the PBC. 

15. Te Pūkenga has noted that as part of implementing the action plan, all other transformation 
activities are to be stopped or deferred. We will be looking for evidence of this changed focus 
in our engagements with Te Pūkenga.  

16. Overall, we consider the reset of the work programme, and the proposed action plan is a 
significant improvement from Te Pūkenga’s previous direction of travel. We have previously 
advised that Te Pūkenga was undertaking a wide range of activity but that its overall workplan 
was not focussed on the critical activities that needed to occur by 1 January 2023. The above 
action plan should provide greater focus and reduce complexity.  

17. Nevertheless, the action plan shows that there is a significant amount of work to be done over 
the next four to five months. Much of the above should have been identified, designed, and 
delivered (or be in the process of being delivered) over the past two and a half years. The TEC 
understands that Te Pūkenga has the capacity to focus on this plan, given the re-prioritisation 
of staffing roles, but our concern lies with whether there is sufficient capability to do so and 
whether the required information is readily available, given the compressed delivery window. 
This is an issue we will continue to engage with Te Pūkenga on.   

18. Given the previous workplan has been put aside, the action plan will be our key monitoring 
focus for the rest of 2022. We expect regular reporting from management to the Council on the 
action plan and for the TEC to be updated frequently.   

…with consultation on new executive positions and business group structure underway… 

19. In mid-June 2022, Te Pūkenga provided the TEC with a draft of its organisation design. Based 
on this material, the TEC provided feedback that the proposed structure appeared complicated, 
with underlying accountabilities unclear, and that it was difficult to understand how delivery in 
the regions would be undertaken. It also did not provide clarity on how greater integration of 
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the year remaining. While Te Pūkenga has required subsidiaries to ensure that prudent cost 
control measures are in place, the largest driver of savings will be the recruitment freeze, 
especially given Te Pūkenga has noted a turnover rate of between 8 percent and 14 percent 
across the network. Redundancies have not been ruled out, but the Acting Chief Executive has 
noted this is the least favoured option for addressing the 2022 deficit position.  

41. Te Pūkenga will need to ensure it balances the financial benefits of the hiring freeze against 
ensuring it has the capability to deliver education and training. It is also important to note that 
there is not currently any redundancy cost provision within Te Pūkenga’s financial forecast, so 
if any redundancies do occur, the cost of this will have a negative financial impact in the short-
term.  

…with savings also being proposed in head office…. 

42. Te Pūkenga has stated that it is expecting to realise savings of $8 million in head office as work 
is stopped or deferred that is not critical to day one operations on 1 January 2023. Given there 
were 178 FTEs in head office as at end of June 2022 (71 of which were secondments from 
subsidiaries), it is likely that the sought savings are achievable as work is focussed on critical 
tasks. Nevertheless, while achieving the savings are important, Te Pūkenga will need to ensure 
the savings do not materially impact its ability to undertake business as usual and deliver on 
the action plan.  

43. As a result of the forecast savings, we expect Te Pūkenga to be underspent against the 
integration and transformation funding provided by the Crown for the 2020 to 2022 period. 
Under the Crown funding agreement, this funding must be spent before the end of 2022 or be 
returned to the Crown, based on the expectation that Te Pūkenga would be self-funding from 
2023. You may wish to consider allowing Te Pūkenga to retain unspent funds past 31 
December 2022. We will advise on the likely amount of unspent funding later in the year.  

…but the pathway to financial sustainability is more important... 

44. While we expect Te Pūkenga to take all steps necessary to reduce its 2022 deficit, we are more 
interested in Te Pūkenga’s plan to return to financial sustainability over coming years. Te 
Pūkenga has recently begun development of a finance strategy but it remains in its early 
stages. However, this work has become a priority under the new leadership.  

45. While it is pleasing to see this work now being given more prominence, it is well overdue (we 
have been raising this as a critical issue for over a year), and substantial progress will need to 
be made quickly. It will take a significant turnaround for Te Pūkenga to return to surplus, let 
alone a surplus strong enough to fund transformation costs and allow much needed re-
investment back into the network. 

46. Te Pūkenga is currently updating its 10-year forecasts as part of revising the PBC, but we will 
be looking closely for the strategy to outline why these forecasts are achievable and what 
actions will be put in place to ensure they are achieved. While the unified funding system will 
provide additional funding from 2023, over the medium-term, we consider financial 
performance will be determined by the following:  

• The ability to drive efficiencies and savings through the new organisation design and 
centralisation of functions. Te Pūkenga plan to integrate some functions (such as 
finance and HR) from early 2023 but careful analysis and design will be needed to 
ensure efficiencies are maximised through the wider organisation structure.  

• Moving to common IT systems across the network. As part of the action plan, Te 
Pūkenga plan to identify zero-regrets foundational projects that are critical for 
integration and for future transformation. Further work is needed on the costs and 
benefits of other IT investment, which will be considered as part of the revised PBC.   

• Identifying and delivering the most efficient and effective mix of provision. Te Pūkenga’s 
ability to remove duplication, reduce unviable provision, and deliver new integrated 
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learning models that are cost-effective and respond to the unified funding system is 
key. As part of the reset, Te Pūkenga has made this work a priority.   

• The ability for Te Pūkenga to maintain and/or increase enrolments, including improving 
retention. In the short-term, Te Pūkenga plan on undertaking a marketing drive and to 
clearly define its value proposition to students, employers, and whanau. Over the 
medium-term, the ability for its operating model and learner success initiatives to deliver 
for learners, employers and communities will be a key driver of enrolment levels. 
However, it must be acknowledged that only so much will be within Te Pūkenga’s 
control with the economic environment a key driver of enrolment levels. The strength 
of the recovery in international enrolments will also be a key factor.  

• Efficient use of capital assets and property divestment. As part of designing its new 
organisational structure and the integration of on-job, off-job, and online learning, Te 
Pūkenga need to robustly assess its capital requirements and dispose of assets not 
required. As part of the action plan, Te Pūkenga plan to deal with priority buildings and 
begin the disposal process for surplus assets. However, disposing of assets can be a 
lengthy process and Te Pūkenga are yet to identify what assets are surplus to 
requirements.  

47. Recent changes have given us more confidence that the appropriate issues are being 
considered. However, Te Pūkenga is starting this work from a poor position – both in terms of 
financial performance and due to a lack of progress to date – and it will need to prioritise its 
efforts in the right areas. Key to much of this work is the ability for Te Pūkenga to undertake 
robust analysis so that initiatives can be appropriately costed, implemented, and monitored. 
Data quality, timeliness of information, and capability to complete the work will likely remain a 
key challenge.    

…and Te Pūkenga will face a number of challenges... 

48. While positive steps are being taken, Te Pūkenga will also have to deal with the risk of several 
negative impacts over the next two years. These include: 

• The risk of a further fall in domestic provider-based enrolments as unemployment 
remains low. 

• The risk of apprenticeship numbers falling as the Apprenticeship Boost policy ceases 
at the end of 2023.  

• Recent immigration policy changes constraining the recovery in international 
enrolments.  

• Having to self-fund head office operations from 2023 as Crown funding comes to an 
end.   

• The impacts of high inflation, including staff and the unions seeking a significant 
remuneration settlement that is above current forecast expectations.  

…while there continues to be a need to improve financial reporting  

49. We have raised concerns in previous reports that the financial reporting and analysis provided 
to Council is minimal with little insight and value add provided to allow them to make well-
informed decisions. We have engaged with Te Pūkenga on this issue but to date have yet to 
see any marked improvement. This is an issue we will continue to work with management on, 
especially given the urgent need to improve its overall financial position and the upcoming 
removal of existing subsidiary ITP boards.  
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• Te Pūkenga is unable to design and implement an operating model which sufficiently 
integrates on-job, off-job and online delivery which impacts employer and stakeholder 
support for the reforms. 

• Te Pūkenga is unable to secure additional Crown funding in a timely manner which will 
delay the planned transformation programme.   

• The outcomes being sought from RoVE take longer to realise given Te Pūkenga’s slow 
progress and its success being critical to the overall reforms.   

55. We will continue to engage with Te Pūkenga on the key risks we have identified and how they 
are being mitigated.   

Next steps and future reports  

56. Our next formal quarterly update to you will be in November 2022 following Te Pūkenga’s 
quarterly report for the September 2022 quarter which will be provided to the TEC at the end 
of October 2022.    

57. We recommend that this aide-memoire is proactively released with information withheld that is 
commercially sensitive and to maintain the effective conduct of public affairs through free and 
frank expression of opinions.      

 

 

Gillian Dudgeon   

Deputy Chief Executive – Delivery  
Tertiary Education Commission  
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