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Purpose of report 

This report seeks final agreement to the unified funding system (UFS) rates for vocational 
education and training (VET) for 2023. We seek your feedback on this paper as soon as 
possible so that decisions on the rates can be made before the Budget moratorium starts on 
11 April. 

Summary 

The Reform of Vocational Education (RoVE) represents a fundamental overhaul of the 
structure of New Zealand’s VET system to build a strong, unified, sustainable VET system. 
The UFS is the final major component of RoVE that will be implemented from 2023 and will 
bring together the two separate funding systems for work-based training and provider-based 
study. It will incentivise providers to support learners to transition to work-based training, better 
meet the needs of employers and learners, and support strategic priorities. 

In December 2021, Cabinet delegated decisions on setting the final funding rates for 2023 to 
the Minister of Education and the Minister of Finance [CAB-21-MIN-0525 refers] and noted 
that the rates would be set at fiscally neutral levels. Cabinet also agreed to the high-level 
design of the UFS, including the three core components of the UFS (the delivery component, 
the learner component, and the strategic component) and the broad parameters for how the 
UFS rates would be set.  

The UFS has been designed specifically for the reformed VET system and to support the 
objectives of RoVE. Our focus in setting the UFS rates is to provide the right financial 
incentives for providers to influence their decisions and, ultimately, achieve the improvements 
the Government is seeking for the VET system.  

We seek your agreement to implement the rates proposed in this paper for 2023. The 
proposed rates meet all the criteria agreed by Cabinet and are estimated to be fiscally neutral 
based on modelling. We are confident that they strike the right balance between meeting 
different costs of provision and incentivising change. These rates will result in a significant 
increase in funding for both work-based training and supporting learners when compared to 
the current dual funding system for VET.  
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At a subsector level, the rates proposed in this paper will have a range of impacts compared 
to the current system:  

• Te Pūkenga will see an overall increase in funding of approximately 18 percent for VET 
provision, due to the significant increase in funding for work-based provision. Te 
Pūkenga is expected to take on approximately 85 percent of full-time equivalent learners 
from transitional industry training organisations (ITOs). 

• Private training establishments (PTEs) will see an overall funding increase of 
approximately 6 percent for VET provision when including those PTEs taking on the 
arranging training functions of ITOs. However, the impact across the PTE sector will be 
highly variable, with volume-based funding for PTEs’ existing provider-based study 
decreasing by an average of 15 percent. For some PTEs this will be made up through 
the strategic component. We expect that many PTEs will be well placed to quickly adapt 
to the new incentives of the UFS and focus on growing work-based delivery. To support 
this, the Minister of Education agreed for the Tertiary Education Commission (TEC) to 
put in place a two-year transition period for PTEs.  

• Wānanga will see their funding based on volume largely retained at current levels due 
to the decision to maintain the current funding rate for te reo Māori and tikanga Māori 
provision. The wānanga will also benefit from access to the Programme Development 
and Maintenance Fund (PDMF) as part of the strategic component. Officials are 
currently undertaking a review of funding for te reo Māori and mātauranga Māori across 
all levels of tertiary education that may impact future funding rates, subject to future 
Budget decisions. 

• Universities will see a decline in funding for VET provision through the UFS, however, 
this represents a very small share of their overall funding. We estimate this represents 
a 0.3 percent reduction to their overall volume-based funding. 

It is important to note that our work to model the rates is based on 2021 volumes and does 
not attempt to predict behavioural shifts and resulting volume changes that could occur from 
2023. There are existing TEC processes in place to manage any significant volume changes 
(including shifts in mode) within the baseline and to mitigate the associated risks. We will 
closely monitor how providers respond to the UFS and provide further advice on any 
necessary policy adjustments. 

Following your decisions on the UFS rates for 2023, we will look to communicate the rates to 
the sector. The timing of the rates announcement will be confirmed by the Minister of 
Education. The TEC is developing a communications plan to provide clarity to the sector on 
what the UFS rates mean for them and to support business planning for 2023. Officials will 
also work with the Minister of Education’s office on any ministerial announcement of the rates 
and press release. 
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f. note that officials have confidence that the proposed rates will provide the right financial
incentives on tertiary education providers to influence their decisions and, ultimately,
achieve the improvements the Government is seeking for the vocational education and
training system

g. note that we are undertaking further work on allocation of the learner component for
2023, and will provide further advice to the Minister of Education on this ahead of
indicative allocations

h. note that the volume-based rates provided above for your agreement do not include any
cost adjustment for 2023 (as this is subject to separate Budget 2022 decisions)

i. note that the national and regional skill priorities element of the strategic component will
be $37 million in 2023, divided 70/30 between Te Pūkenga and private training
establishments (totalling $25.9m and $11.1m respectively)

j. note that the Programme Development and Maintenance Fund as part of the strategic
component will be $37 million in 2023, divided 60/30/10 between Te Pūkenga, private
training establishments and wānanga (totalling $22.2m; $11.1m; $3.7m respectively)

k. note that we request your feedback on this paper as soon as possible to enable all
decisions on the unified funding system rates to be taken before the Budget moratorium
on 11 April

l. note that the timing of the rates announcement will be confirmed by the Minister of
Education

m. agree to proactively release this education report after announcements of the unified
funding system rates, with any redactions in line with the provisions of the Official
Information Act 1982.

Hon Robertson Hon Hipkins 

Agree / Disagree Agree / Disagree 

pp. 

Katrina Sutich 
Group Manager 
Te Puna Kaupapahere 
Ministry of Education 

01/04/2022 

Deirdre Marshall 
Acting-Deputy Chief Executive – 
Delivery 
Tertiary Education Commission 

01/04/2022 

Hon Grant Robertson 
Minister of Finance 
 
__/__/____ 

Hon Chris Hipkins 
Minister of Education 

__/__/____ 3   4   202210  4  2022
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approaches to allocate this funding in a way that manages within current baselines. The 
Minister of Education will receive advice prior to indicative allocations being confirmed. 

Next steps 

21. We seek your feedback on this advice as soon as possible to meet timelines to make 
decisions before the Budget moratorium starts on 11 April.10 Following your decisions, we 
will communicate the rates to the sector. The timing of the rates announcement will be 
confirmed by the Minister of Education.  

22. The TEC is developing a communications plan to provide clarity to the sector on what the 
rates mean for them and to support their planning for 2023. This will include new and 
updated web content, schedules of sector briefings and online events, proactive 
communications material to key providers and sector peak bodies. Officials will also work 
with the Minister of Education’s office on any ministerial announcement of the rates and 
press release, given that communicating the UFS rates is a critical milestone for RoVE. 

Annexes 

Annex 1: Sequence of key UFS decisions 

Annex 2: Definitions of unified funding system modes for the delivery component 

Annex 3: Key decisions regarding unified funding system rates 

Annex 4: Subsector impacts of recommended unified funding system rates 

Annex 5: Assessment of key risks and mitigations for the unified funding system rates 

  

 
10 While a decision on the UFS rates is intended to be fiscally neutral, the decisions will have consequential 
impacts on appropriation splits which we recommend taking before the Budget moratorium process 
commences on 11 April. 
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Rates are too low to 
support niche provision 
areas. 

Moderate Learner and employer choice is 
reduced. 

Appropriate skills are not 
available for some employers. 

Some areas of provision are offered by only one 
provider or one provider in a region. 

 

Careful consideration of 
providers’ Investment Plans 
and mixes of provision to 
catch any shifts early. 

Careful consideration of the 
network of provision. 

Additional support where 
required from the strategic 
component or from rate 
adjustments (for example 
moving a subject area up a 
rate). 
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